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INTRODUCTION

The Planning & Development Division had released the Annual Plan 1992-93
in May,1992. The Plan included the projectéd economic frame-work and main feature of
the Public Sector Development Programme (PSDP) for 1992-93. The main features of

sectoral priorities and programmes to be implemented during year were also highlighted.

2. This Detailed Annual Plan 1992-93 is an elaboration of the earlier version and
contains details of the sectoral plans and programmes. It provides a review of the financial
and physical progress during 1991-92 and programmes for 1992-93. A separate chapter on
Social Action Programme (SAP) dealing with the primary education, primary health,

nutrition, water supply and sanitation and population welfare has also been added.

3. The document is for official use but is neither classified nor confidential.

" (iii)
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CHAPTER-1
ECONOMIC PERFORMANCE AND PROSPECTS

Review of Annual Plan,1991-92

Overview

The Annual Plan 1991-92 envisaged a GDP growth rate of 6.7 per cent mainly
through a high growth in agriculture and accelerated growth in manufacturing and its
associated activities. Growth target for agriculture was set at 4.3 per cent, manufacturing
at 10.3 per cent and other sectors at 6.7 per cent. Investment in public sector was projected
to grow by 14.7 per cent and in private sector by 19.0 per cent. The current account and
fiscal deficits were targetted at 2.9 per cent and 5 per cent of GDP. The rate of inflation

(CPI) was projected at 8.5 per cent as against 12.7 per cent in 1990-91.

1.2. The performance of the economy during the year was a mixed one. The GDP
growth rate at 6.4 per cent was close to the target, the agricultural growth rate at 6.4 per
cent was much higher than the target (mainly on account of a bumper crop of cotton) and
the manufacturing sector at 7.7 per cent, though lower than the target improved over the
previous year.

1.3 The rate of inflation, as measured by CPI; decelerated to 9.6 per cent as

compared to 12.7 per cent in 1990-91. It, however, remained higher than the projection of
8.5 per cent. '

14 Budget, balance of payments and monetary situations remained under strain.
On the revenue side the pressure came from the decline in raw cotton prices, higher prices
of petroleum products in international markets and lower production of some excisable
items. Despite these adverse trends, the fiscal deficit was reduced from 8.8 per cent of GDP
in 1991-92 to 6.9 per cent of GDP in 1991-92. The exports(fob) grew by 16.6 per cent
against the target of 18.4 per cent. The slow growth rate in exports as against the target was
mainly due to the fall in cotton prices in international market and recession and restrictive
policies in advanced economies. Growth in imports(fob) at 8.5 per cent was, however,
higher than the target of 5.9 per cent mainly on account of larger imports of machinery and

03

industrial raw materials and wheat. Monetary expansion of 20.4 per cent was much higher

than target of 12.9 per cent. This was partly due to shift in borrowing from non-bank to
bank sources for budgetary support.

1.5 The performance of economy in some of the key areas is summarised in
Table-1. ~




Table-1
1991-92
' 1990-91 Target Prov

1. Growth Rates -

GDP 5.6 6.7 6.4

Agriculture 5.1 4.3 6.4

Manufacturing 6.3 103 1.7

Other sectors 5.6 6.7 6.0
2. Fixed Investment .

(Billion Rs) - 175.2 199.6 206.3
(Public) 84.2 94.2 92.7
(Private) 91.0 105.4 113.6

3. Saving/Investment (%) 74.5 84.1 72.0
4. External Sector

Exports(fob)(% increase) 19.8 18.4 16.6

Imports(fob)(% increase) 13.1 : 59 85

Current Account

Balance (Million $) -2171.0 - -1606.0 -2536.0

(as % of GDP) 4.8 2.9 5.2

5. Monetary expansion 17.9 12.9 204
6. Fiscal deficit/GDP 8.8 5.0 6.9
7. Inflation . 12.7 85 9.6

Source:- Planning and Development Division
Federal Bureau of Statistics
Ministry of Finance

Sectoral Performance

1.6 Agriculture: A growth rate of 4.3 per cent in the agricultural sector was envisaged
in the Plan. The major crops, (rice, wheat, maize, gram, sugarcane and cotton) were
projected to grow by 3.5 per cent and minor crops by 4.0 per cent. The growth rate
envisaged, was to be achieved through the efficient use of basic inputs and increases in area
and support prices.

1.7 For the attainment of production targets of important major crops, cotton was
sown on 2898 thousand hectares, sugarcane on 877 thousand hectares, rice on 2007 thousand
hectares and wheat on 7793 thousand hectares. The support prices of wheat, sugarcane,
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cotton and rice were raised at appropriate times. About 1882 thousand nutrient tonnes of
fertilizer was used as compared to the previous year offtake of 1892 thousand nutrient
tonnes and the water availability at farm gate stood at 122 MAF compared to the last year’s
availability of 120 MAF. '

1.8 As an integral part of its long term measures for the development of
agriculture, government announced an additional package of incentives in December 1991.
This included privatisation of fertilizer imports, liberalisation of agricultural ‘loans,
computerisation of land records and pass books and provision of gypsum at subsidized rates.
The import surcharge on CKD Kkits for tractors and all other agricultural machinery was
abolished.

19 The value added in the agricultural sector increased by 6.4 per cent against
the target of 4.3 per cent, with cotton being the main contributor to growth in major crops
output. Helped by a record production of cotton, the aggregate output of major crops grew
by 8.5 per cent compared to the targetted growth rate of 3.5 per cent. Though the growth
rate exceeded the target, it was not broad-based. The raw cotton which was forecast to
contribute about 9 per cent of the increase in the net output of major crops, was in fact
responsible for the entire increase. The unprecedented growth in cotton production resulted
from high yielding varieties, normal weather conditions, use of pesticides and increased
- procurement price. Other crops fell short of targets, 18.6 per cent (gram), 10.2 per cent
(sugarcane), 6.8 per cent (rice) and 4 per cent (wheat). The production of gram declined
due to a disease in major growing areas. The output of agriculture is given in Statistical
Appendix Table-1.1.

1.10 Of the minor crops, the production of onion, potatoes and chillies was
recorded above the previous year’s level while that of garlic, moong and lentil remained
below the level recorded in 1990-91. However, the combined output of these seven Crops
was 17.5 per cent higher over the preceding year. The growth rate in production of fruits
and other minor crops, however, remained slow, thus resulting in a 3.4 per cent growth in
the aggregate output of minor crops. -

11 In other sub-sectors of agriculture, the livestock and fishing sectofé*-’_foﬁ%iﬁut )
targets were largely achieved, the output of forest products, however, went downby'11.8 per
cent against 3.5 per cent growth envisaged in the Plan. cel

112 Mining and Quarrying: The growth rate in the output of mining sector slowed
down to 4.4 per cent. The sluggish performance, after two year’s average growth of over 10
per cent, is attributed to the decline in the extractions of crude oil and non-metallic
minerals. Compared to last year, the extraction of natural gas was up by 11.8 per cent while
that of crude oil decreased by 4.5 per cent. The decline in the extraction of crude oil was
attributed to annual shut down of Attock Refinery, bottom hole pressure survey of oil fields
in the north and lower exports from the south. The extraction of coal, which accounted for

about 30 per cent of mining sector’s net output in 1990-91, however, went up by 8.9 per cent.
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The extraction of other minerals was mixed. The minerals which recorded positive growth
include marble, bauxite, dolomite, gypsum, phosphate, rock-salt, soapstone, magnesite and
iron-ore. On the other hand, fall in production was experienced in the output of limestone,
sulphur, emerled and fuller’s earth.

1.13 Manufacturing: The aggregate output of major industries (weight 73.7%) was
estimated to be 7.4 per cent higher than the previous year. The growth rate though quite
encouraging when compared to the last three year’s average of 4.2 per cent, was much below
the target of 11 per cent.

1.14 The industries registering significant production gains included cotton ginning
(34.0%), soda ash (24%), bicycles (18.9%), cotton yarn(9.8%), mill made cotton cloth
(2.4%), caustic soda(7.6%), jute goods (4.0%), cement (7.4%) and sugar (21.1%). The items
which experienced decline in production, included billets, fertilizer, air-conditioners,
cigarettes, paper, motor tyres, diesel engines, petroleum products, and H & C R sheets.

Besides the existing capacity, new capacity on stream came in industries like sugar, vegetable’

ghee, textiles, polyester fibre, soda ash, soap and petroleum refining. The production
estimates of selected industrial items are shown in Statistical Appendix Table-1.2.

1.15 Construction: The output in construction Sector in 1991-92 grew by 5.9
per cent against the target of 6.5 per cent and growth rate of 5.7 per cent last year. The
performance of the construction sector was creditable if viewed in the context of slump in
real estate business during the year and about 13 per cent decline in the public sector
(general government and construction) fixed investment in real terms.

1.16 Electricity & Gas: The value added in electricity and gas distribution grew
by 7.1 per cent against the target of 9.5 per cent. The generation of electricity at 46,584
GWH recorded a growth of 12.7 per cent, but fell short of the target by 6.6 per cent. Gas
sales of 9007 MCM was 6.6 per cent higher over the previous year’s sales of 8450 MCM.
Apart from improvement in the power transmission and gas distribution systems, the
addition of 432 MW in the installed capacity of electricity, electrification of 2576 villages
and the addition of about 0.76 million consumers, were the main contributing factor to
growth in the output of power sub-sector.

1.17 Transport and Communication: - Value added in the transport and

communication increased by 6.9 per cent against the target of 6.5 per cent. The impressive
growth rate was possible due to 6.8 per cent increase in the output of commodities, over 10
per cent increase in imports, full recovery from the gulf crisis in the air and shipping services
and expansion in tele-communication services following the conversion of T&T department
into a Corporation. A major portion of about 63 per cent of the increase in value added of
the transport.sector was contributed by road transport followed by 32 per cent and 4 per
cent as the share of telecommunication and air transport respectively. The contribution of
railway to GDP, however, remained negative,

+5-
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1.18 Trade: In terms of contribution to GDP, the trade sector is the third
largest sector of Pakistan’s economy. Helped by 13.5 per cent increase in the marketable
surplus of major crops, further augmented by 7.7 per cent increase in industrial production
and 13 per cent increase in market-able imports, the net-output of the trade sector went up
by 7.6 per cent against the target of 8.2 per cent.

1.19 Banking and Insurance: Notwithstanding the liberalisation of financial services and
. expansion in the number of banks and investment companies, the growth rate of 1.8 per cent
in the output of banking and insurance sector was much below the target of 4.5 per cent.
However, in nominal terms, the aggregate output of all the banks and insurance companies
increased by 11.5 per cent. They might have done better but for the investment in
government debt instruments at low rates of return, the take-off stage of new banks and
investment companies and virtually no increase in the operating surplus of the State Bank
of Pakistar. Within the sector, the banks accounted for the highest share of 64 per cent
followed by 27 per cent by insurance companies and 9 per cent by the development financial
institutions respectively. '

Savings and Investment

1.20 The Annual Plan 1991-92 envisaged a nominal growth of 17.1 per cent in total
investment and 16.9 per cent in fixed investment. The major thrust of government policies
was on encouraging investment and savings in private sector, interalia, by providing financial
incentives, removal of infrastructural bottlenecks, gradual reduction in tariff and opening up
the economy. The private sector fixed investment was projected to grow by 19 per cent in
nominal terms in 1991-92. The investment estimates for the year show that the private fixed
investment increased by 25%. Compared to last year, the investment in the large scale
manufacturing went up by 43.1 per cent, construction by 33.5 per cent, mining by 25.2 per.
cent, services by 20.8 per cent and housing by 11.7 per cent. ‘

1.21 About 82 per cent of large scale manufacturing’s investment was used for new
projects. The direct foreign private investment, in dollar terms, also increased by about 55
per cent, thus reaffirming the confidence of foreign investors in the policies announced by
the government to attract foreign private investment.

1.22 The public sector fixed investment was Rs 92.7 billion as against the target of
Rs 94.2 billion and corresponding to public sector revised development outlay of Rs 98.6
billion. In line with the policy of encouraging private sector, the share of public sector in
total fixed investment declined to 44.9 per cent from 43.1 per cent in 1990-91 and that of
private sector rose to 55.1 per cent as compared to 41.9 per cent in the previous year.
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1.23 The level of domestic savings at 12.9 per cent of GDP remained much below
the target of 14.2 per cent due mainly to current account and fiscal deficits, which turned
out to be much larger than envisaged in the Plan. As a result only 72 per cent of total
investment could be financed through national savings as against 81.6 per cent envisaged in
the Plan. '

Prices

1.24 During the year concerted efforts were made to combat the inflationary
pressure through the policy of demand management and augmentation of supply, in
particular of essential commodities. As a result, rate of inflation (CPI) decelerated to 9.6
per cent from 12.7 per cent last year. '

1.25 Group-wise increase during 1991-92 were: miscellaneous items (13.6%),
followed by fuel and lighting (11.9%), apparel and footwear (11.2%), house rent (10.8%),
transport and communication (9.4%), cleaning and laundry (9.1%), recreation and education
(8.8%), food and beverages (8.8%), and household equipment (8.7%). The rise in food
group has been due to increase in procurement and issue price of wheat and shortfall in the
production of puises. Certain changes were made in the duty structure in order to keep
down the prices of certain essential items, while rationalising the prices of certain other
commodities. '

1.26 " The wholesale price index (WPI) and Sensitive Price Indicator (SPI) increased
by 9.2 per cent and 9.3 per cent respectively as against 11.7 per cent and 12.6 per cent in
1990-91. ‘

Annual Plan,1992-93

1.27 The year 1992-93 is significant from many aspects. In this year the gains of the
reforms taken in the past 18 months will be consolidated and where necessary new initiatives
taken. It is also the terminal year of the Seventh Five Year Plan. The foremost objectives
of the Annual Plan, (1992-93) are rapid economic growth, macroeconomic stability,
development of economic and social infrastructure and creation of employment
opportunities. The macroeconomic targets of the Plan, have been suggested in the backdrop
of these objectives. As major emphasis is on private initiative, these targets are indicative
in character and attempts will be made to achieve these through the adoption of appropriate
policies, strengthening the institutional framework and public sector programmes in projects
relating to water, energy, transport and communications, health, education, social welfare
and environment.




Economic Growth

1.28 The Annual Plan provides for a GDP growth rate of 6.2 per cent compared
to the last four year’s average of 5.4 per cent. The proposed growth rate will raise the
aggregate level of achievement of the Seventh Plan incremental output target to 83.4 per
cent . Other important elements include the launching of self employment scheme, Social
Action Programme and National Conservation Strategy (NCS); improvements in fiscal,
trade, and current account deficits; elimination of power shortages; upgradation and
expansion of infrastructure, and maximum accomplishment of privatisation and
disinvestment agenda.

1.29 The proposed growth rate of 6.2 per cent will be supported by 5.0 per cent
increase in agriculture, 8.5 per cent in manufacturing and 6.0 per cent in other sectors.
(Statistical Appendix Table-1.3 refers).

1.30 The 5.0 per cent increase envisaged in the aggregate output of agriculture
sector is based on wheat production target of 152 million tonnes, rice 3.48 million
tonnes,sugarcane 39.7 million tonnes and cotton output of 12.6 million bales. The production
targets are shown in Annex-1.1. These targets will be achieved through price support policy,
ensuring improved supply of inputs like water, fertilizer, seeds, credit and extension services.
The Productivity Enhancement Programme launched by the government is expected to make
a positive contribution. The publie sector programme in water sector for controlling salinity
and water logging and on-farm and command water management, will also help in
agricultural growth. The fertilizer off-take is estimated at 2065 thousand nutrient tonnes,
while the water availability is expected to reach 124.62 MAF.

131 The value added in mining and quarrying sector is projected to grow by 8 per

cent. The growth rate is premised in anticipation of recovery in the extraction of crude oil,
additional output of coal in the wake of commissioning of coal fired unit of 50 MW at
Lakhra, increases envisaged in the extraction of natural gas and normal increase of other
minerals in consonance with growth rates envisaged in the production of mineral based
industrial products.

1.32 In the manufacturing sector, a number of large and medium industrial projects
are likely to come on production stream. Some of the important projects in the pipeline
likely to commence commercial production in 1992-93 are expected in the fields of vegetable
ghee, cement, tanning, furniture, fertilizer, automobiles, locomotives, automobile batteries,
sugar, textile, knitwear,garments, polyethylene, kraft paper bags, board, soap, dyes, silicate
bricks, tiles, glass and light engineering. The policy of deregulation and liberalisation will
ensure better utilisation of existing industrial capacity. In anticipation of global recovery and
addition in production capacity, the large-scale manufacturing value added is projected to
go up by 8.5 per cent. The projections of major items of industrial production are given in
Statistical Appendix Table-1.2. :
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1.33 Besides, the construction activities induced by regular  development
programmes, the construction of motor-way, roads, schools, water supply schemes, Tameer-
e-watan Programme, the installation of telephone lines, the construction of houses in various
Town-ship schemes and the Sandak project, are expected to provide an additional impetus -
to the construction activities in 1992-93. In anticipation of income and employment effect
of these programmes, the output of construction sector is forecast to go up by 7.2 per cent.

1.34 The contribution of electricity and gas distribution sector to GDP is forecast
to increase by 8.5 per cent in real terms. Electricity generation is expected to increase to
49868 GWH from the current year’s generation of 46584 GWH and gas production to 1614
MMCF from 1578 MMCF in 1991-92. 2500 villages are planned to be electrified and about
0.8 million consumers of electricity will be added.

1.35 The projected growth rates of 6.6 per cent in transport and communication
sector is based on the incomes and expenditures forecasts provided by some of the
concerned organizations, and targets of 400 thousand telephones to be installed and 5 per
cent increase expected in the number of vehicles on road, particularly of taxis, busés and
mini-buses under the Public Transport Self-Employment Programme. This scheme is not
only providing employment and facilitating movement of people and goods but also help in’
the growth of other sectors as well. :

1.36 Based on the growth targets envisaged in the output (marketable surplus) of
agriculture and manufacturing sectors and imports, the trade sector contribution to GDP,
in absolute terms, is forecast to go up by 6.1 per cent.

137 The increases envisaged in the output, investment and foreign trade together
with market based interest rates domestic debt policy of the government, are likely to
improve the efficiency and profitability of the banking system. The data on employment,
wages and salaries and operating surpluses provided by some of the banks, DFI’s and
insurance companies show that net output of financial sector is likely to go up by about 13.7
per cent in nominal terms and by 4.8 per cent in real terms. :

1.38 The ban on recruitment in government ministries and departments has been
lifted and the recruitment policy has been finalized. The output of Public Administration
is projected to grow by 3.0 per cent. .

1.39 The sectoral growth targets are shown in Statistical Appendix Table-1.3.
Saving and Investment
1.40 For 1992-93, an investment of Rs 258.8 billion including fixed investment of

Rs 237.8 billion has been proposed. In line with government policy of encouraging the
private sector, its share has been increased to 56 per cent from the current year share of 55
per cent. As a proportion of GDP, the fixed investment is estimated 17.2 per cent,
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comprising 7.5 per cent.as the share of public sector and 9.7 per cent of private sector
respectively. A notable feature of investment Plan pertains to the prominent role envisaged
for foreign direct investment in industry, exploration of oil and gas, generation of electricity,
construction of roads and expansion of telecommunication sectors. About 77.8 per cent of
investment outlay will be financed through national savings, which are projected to increase
to 14.6 per cent of GDP in 1992-93. The macroeconomic framework is shown in Statistical
Appendix Table-1.4 and savings in Statistical Appendix Table-1.5.
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CHAPTER-2

PUBLIC SECTOR DEVELOPMENT
PROGRAMME 1992-93

, The Public Sector Development Programme for 1992-93 has been
formulated in the background of the measures taken by the Government for
liberalization of the economy and social uplift as well as the Seventh Plan priorities
and its actual implementation during the first four years. The PSDP lays emphasis
on the development of physical and social infrastructure following enlarged role .

assigned to private sector in the production sectors.

22 The Public Sector Development Programme consists of three parts:-
I. Development Programme of Federal Ministries and attached
departments.

Il. Provincial Development Programme
ML Investment programmes of Federal Corporations.

23 Parts I & II above are entirely dependent on budgetary resources. Part-
I is partly financed from rupee allocations and foreign assistance channelled to the
Corporations through the budget and partly from their own resources and equity and
loans raised domestically and abroad. Budgetary development programme includes
only the financial assistance provided to the Corporations for their programmes from
the budget. In the past total investment of WAPDA,OGDC,PTC & NHA was shown
as Government investtient. This inconsistent practice is being discontinued.

Review of Budgetary PSDP 1991.92

2.4 During the year 1991-92, Rs 64.5 billion were provided for the
budgetary PSDP . The entire PSDP allocation was utilized during the year. The
sectoral details are shown in Statistical Appendix Table-2.1. The agency-wise
allocation and utilization is summarized in Table-2.1:-
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Table-2.1

(Billion Rs.)
*
Agency Allocation Utilization %Ultilization ) 5
1. Federal Programme 214 233 107.5 e
2. Provincial Programme 230 * 189 822
3. Corporations Budgetary Programme 20.1 223 . 1109
APDA, NHA, PTC & OGDC)

Total PSDP 64.5 64.5 100.0

* Includes Rs 8.3 billion budgeted by the provinces from own resources.
Source: Public Sector Development Programme 1992-93
Public Sector Development Programme 1991-92
Detailed Annual Plan 1991-92
Provincial ADP’s 1992-93

Federal Budgetal_y Programme

25 An allocation of Rs 21.4 billion was made for the development
programme of the Federal Ministries/Division. Actual expenditure during the year
has, however, been estimated at Rs.23.3 billion showing utilization of 107.5 per cent.
The allocation and utilization is shown in Table-2.2:-

Table-2.2.
Implementation of Federal Budgetary PSDP during 1991.92
(Billion Rs.)

Agency ' Allocation Utilization ‘% Utilization
1. Federal Ministries/Divisions .

Programme 171 19.5 ’ 1140
2. Rehab. of Afghan Refugees 0.2 0.1 50.0
3. Tameer-e-Watan Programme 16 26 1625,
4. Tameer-e-Sindh Programme 25 11 44.0

Total PSDP 214 233 107.5

[}

Source: Public Sector Development Prograyﬁme 1991-92
Finance Division
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Provincial Programme
2.6 The Development Expenditure in the provinces during the year 1991-92

was estimated at Rs 18.9 billion. The break-up of the expenditure shows that Rural
Development got the highest priority with an expenditure of Rs 3.9 billion followed
by Physical Planning & Housing (Rs 3.6 billion), Education (Rs 3.0 billion) and
Health & Nutrition (Rs 2.0 billion) respectively.

orations Programme

2.7 The Public Sector Corporations were allocated Rs.57.3 billion during
1991-92 against which the reported expenditure is Rs.53.3 billion showing a utilization
of 93.0 per cent. Details are given in Statistical Appendix Table-2.3.

PSDP 1992-93

2.8 The total size of the Budgetary Public Sector Development Programme
(PSDP) for 1992-93 has been placed at Rs 75.4 billion which is 17.0 per cent higher
than the allocations for 1991-92. The PSDP contains an allocation of Rs 29.0 billion
for Federal Ministries/Divisions, Rs 24.6 billion for provincial programme (including
Provincial own Contribution of Rs.6.8 billion) and Rs 21.8 billion as budgetary
portion of Corporations Programme. The Federal Ministries Programme for 1992-93
has been increased by 35.5 per cent over the previous years’ allocation. This increase
can be mainly attributed to the water sector programmes and Chashma Nuclear
Project. The provincial programme shows an increase of 7 per cent. The sectoral
details are given in Statistical Appendix Table-2.2 and the agency-wise details are

shown in Table-2.3.
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Table-2.3
ector Development P
(Billion Rs)
Agency , A]loéation for 1991-92 Allocation for 1992-93 %
increase/ o
‘ , decrease
Total F. Aid Total F.Aid
1. Federal Ministries/Divisions 214 62 20 @ 93 335
Programme ‘
i)Federal Ministries/Division ~ 17.1 6.2 236 93
‘i) Tameer-i-Watan Programme 1.6 0.0 29 0.0
iif)Tameer-i-Sindh Programme 25 0.0 2.0 0.0
iv)Rehabilitation of Areas
adversely affected by 02 0.0 0.2 0.0
Afghan Refugees ‘
‘2. Provincial Programme 230* 16 - 246 ** 17 190
3. Corporations Programme(BDP) 20.1 ‘ 161 218 16.0 85
(WAPDA,NHA,PTC & OGDC)
Total PSDP 64.5 239 754 270 16.9

* Includes Rs 8.3 billion budgeted by the provinces from own resources.
** Including Rs 6.8 billion budgeted by the provinces from own resources.
Source: Public Sector Development Programme 1992-93

Public Sector Development Programme 1991-92

29 Sectoral allocations for budgetary PSDP 1992-93 indicates that highest
priority has been accorded to Transport & Communications sector which has been
provided 23.8% in the total PSDP. Energy Sector claims second place with a share
of 21.0% followed by Water and. Agriculture 15.7%, Education 8.7%, Physical
Planning & Housing 8.6%, Rural Development 7.5% and Health 4.9%.

Federal Programme

2.10 Federal Programme for the year 1992-93 has been put at Rs 50.8
billion. Of the total programme Rs 23.6 billion is for the Federal
Ministries/Divisions, Rs 2.9 billion for Tameer-i-Watan Programme, Rs 2.0 billion
for Tameer-i-Sindh Programme and Rs 0.2 billion for the Rehabilitation of areas
affected by Afghan Refugees. The Federal Programme also includes allocation for
Special areas amounting to Rs 2.5 billion i.e. Rs 1151 million for Azad Kashmir Rs
542 million for Northern Areas and Rs 768 million for FATA & FATA-DC. Federal
Programme also includes budgetary Programme of Corporations i.e. Rs 21.8 billion.
Total programme of corporations which includes budgetary programme and self
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financing of the corporations has been discussed separately. The Federal Programme
shows an increase of 22.4 percent over the allocation for 1991-92.

Provincial Programme

2.11 Federal funding for the Provincial Programme amounts to Rs 17.8
billion. However, the provinces have supplemented the Federal funding and have
made a programme of Rs 24.6 billion. This represents an increase of 7% over last
years’ allocation of Rs 23 billion.

212 Province-wise allocation/utilization during 1991-92 and allocation
during 1992-93 is shown in Table-2.4.

Table-2.4

Provincial PSDP Utilization during 1991-92
and Allocation for 1992-93

(Billion Rs)
S.Nd. Province Allocation Utilization Allocation
for 1991-92 during 1991-92 for 1992-93
1.  Punjab 10.0 .89 | 120
2. Sindh 4.6 4.4 5.0
3. NWFP 4.0 : 3.7 4.5
4, Balochistan 44 1.9 3.1
Total 23.0 189 24.6
Source: Public Sector Development Programme 1991-92 & 1992-93
213 Sectoral allocations in the total Provincial Programme for 1992-93 show

that highest priority has been accorded to Education sector with allocation of Rs 5.7
billion. Next priority has been given to Physical Planning & Housing sector with an
allocation of Rs 5.6 billion followed by Rural Development with an allocation of Rs
4.9 billion.

Corporations Programme

2.14 During 1992-93 the Corporations Programme is of the size of Rs 81.4
billion compared to Rs 57.3 billion during 1991-92 and shows increase of 42%. As
only a small fraction of the corporations programme would be financed from the

budgetary resources the Programme 1s purely indicative. For it would largely depend
on their ability to raise resources through self financing and domestic and foreign
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borrowing, ‘the programme of the corporations for 1992-93 is given in Statistical

Appendix Table-2.3. . ;
/ Special Areas Pr mme )

2.15 An allocation of Rs 2.5 billion has been made for the Special Areas : S

(Azad Kashmir, Northern Areas, FATA & FATA Development Corporation) in the -~

PSDP for 1992-93. These areas were allocated Rs 2.7 billion during 1991-92 against -

which reported expenditure was of the order of Rs 2.2 billion showing a utilization
of 88 per cent. The area-wise allocation and utilization is shown in Table-2.5.

Table-2.5

ecial as Programme

1991-92 & 1992-93

(Million Rupees)
S.No. Agency/Area AIlocétion Utilization Allocation
for 1991-92 during 1991-92 for 1992-93
1. Azad Kashmir 1252 _ 911 1151
2. Northern Areas 580 495 542
3. FATA 773 715 688
4"  FATA/DC 90 9 ' 80
' ~
Total 2695 2211 2461 /’,
Source: ADPs of Special Areas 1992-93.
2.16.  Allocation for 1992-93 is less as compared to last years’ level but it is 11.3%
higher than the expenditure incurred by these areas during 1991-92. The sector-wise
break-up may be seen in Statistical Appendix Table-2.4. '
.
€
-




FEIE T |

17

CHAPTER-3
PUBLIC FINANCE

Budget 1991-92
(i) Overall Review

The overall Federal and Provincial budget for 1991-92 envisaged an overall
fiscal deficit of 5.0 percent of GDP. This was to be achieved through bold taxation efforts
and restraints on current expenditure. The revenues, with new measures, were projected
at Rs. 244.3 billion and expenditure at Rs.303.4 billion, leaving an overall deficit of Rs 59.1
billion or 5.0 percent of GDP. The deficit was to be financed through external borrowing
and domestic borrowings (both bank and non-bank).

3.2. Revenues receipts at the time of budget formulation for 1991-92 were
projected to increase by 29.9 percent against 23.0 percent increase in the expenditure. For
the realization of revenue targets several ineasures were taken to increase yields, bring more
tax payers into the tax net and reduce fiscal slippages. Some of the important measures
introduced included the imposition of 10 percent tax on unearned income, elimination of
some exemptions from income tax, introduction of capacity tax (excise), intensification of
anti-evasion measures and stronger audit regulations.

3.3. On the expenditure side, fresh recruitment in Ministries and Departments was
banned, 10 percent cut was imposed on all Federal Government current and development
expenditures (other than defence, interest and social sectors) and a host of austerity
measures were taken.

3.4. The revised estimates for 1991-92 show that the policies devised to increase
revenues and restrain expenditures, had met with some success. Significant improvement
primarily stemming from a major upsurge in revenue collection had been witnessed. Overall
revenues increased by 37.9 per cent from Rs.171.8 billion in 1990-91(provisional actual)

to Rs 236.9 billion in 1991-92 (revised estimates). There was across the board increase in
direct and indirect taxes as well as non-tax receipts. As a percentage of GDP, the total

revenues increased from 16.8 per cent in 19_90-9'1 to 19.7 per cent in 1991-92.

3.5. The total expenditure increased by 21.0 percent, from Rs.260.9 billion in
1990-91 (provisional actual) to Rs. 315.6 billion in 1991-92 (revised estimates) comprising
of 18.8 percent increase in current and 27.4 percent in budgetary development expenditures.
As a proportion of GDP, the total expenditure increased from 25.5 percent in 1990-91 to
26.3 percent in 1991-92. Details are given in Table-3.1 and Statistical Appendix Table-3.1.
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Table-3.1 _
Public Finance: Consolidated Budget ;
(Federal and Provincial Governments)
' ‘ ( Billion Rs) }
1990-91 ' 1991-92 % :
P.Actual Budget Revised Change 4
Estimates Estimates  Estimates  FY92/FY91 ‘
A. Govt. Expenditures 260.9 3034 315.6 21.0
(a) Current 195.6 224.0 2324 18.8
(b) Development 65.3 79.4 83.2 274
B. Government Revenues 171.7 224.3 236.9 38.0
C. Overall Deficit 89.2 59.1 78.7 - 11.8
. D. Financing: 89.2 59.1 78.7 - 11.8
(a) Non-Bank Borrowing 23.7 30.1 -0.6 -102.6
(b) Bank Borrowing 43.4 6.5 575 - 325
(¢) External (Net) 22.1 225 21.8 -1.4

Source:- Ministry of Finance.

(ii) Federal Budget
(a)  Revenue Receipts

3.6. ~ Gross revenue receipts of the Federal Government increased by 30.9 per cent in
1991-92. Excluding the provincial share in taxes, net revenues of the Federal Government increased
by 20.8 per cent from Rs. 136.6 billion in 1990-91 to Rs. 165.0 billion in 1991-92. The bulk of this
increase is due to higher than expected revenyes from non-tax sources which increased by 38.0 per
cent mainly due to the recovery of interest , sale proceeds of obsolete and unserviceable stores and
fees realised from passport and copy rights. Details are given in Table-3.2 and Statistical
Appendix-Table-3.3.
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Table-3.2

Federal Government Revenues
(Billion Rs)

1990-91 1991-92
P.Actual Budget Revised % Change
Estimates  Estimates  Estimates ~ FY92/FY91

Total Revenues 170.4 230.6 223.0 30.9
- Taxes 124.4 171.8 - 1595 28.2
Direct 19.9 278 27.1 36.2
Indirect 104.5 144.0 132.4 26.7
- Non-tax 46.0 58.8 63.5 38.0
Receipts ‘
Less:Transfer to 338 59.2 58.0 71.6
Provinces '
Federal Revenues 136.6 1714 165.0 20.8
(Net) :

Source:- Ministry of Finance.

Current Expenditure

3.7. The current expenditure of the Federal Government in 1991-92 was 11.9 per cent
higher over the provisional actual expenditure of 1990-91. The debt servicing comprising of interest
payments on domestic and external debt and repayment of long term foreign loans, increased by
27.5 per cent, defence expenditure by 17.3 per cent and on Government administration by 29.7 per
cent. Non-obligatory grants to the Provinces and other expenditures including expenditure on social
and economic services, however, declined. Details of current expenditures are given in Table-3.3.
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Table-3.3
Federal Government: Current Expenditures

(Billion Rs)

1990-91 1991-92 %
P. Actual  Budget Revised Change
Estimates  Estimates’ Estimates FY92 /FY91

Current Expenditures 177.8 191.7 198.9 11.9
- Government 11.1 11.8 144 29.7
Administration
- Defence 64.6 71.0 75.8 173
- Debt Servicing 62.8 80.7 80.1 275
- Non-obligatory 13.2 5.4 7.4 -43.9
Grants to Provinces/
Local Bodies

- Others 26.1 22.8 212 -18.8

Source:- Ministry of Finance.

Budget 1992-93
(b) Overall Review

3.8. The main objective of fiscal management is to reduce the overall fiscal deficit in
general and inflationary financing in particular through essential structural and procedural reforms
in taxation, rationalization of tax and tariff structure, mobilization of additional resources and
economy in development and non-development expenditures. At the aggregate level, the Budget
envisages to: :

- reduce the overall fiscal deficit by nearly 1.8 percentage point from 6.5% in 1991-92
to less than 5.0% of GDP in 1992-93;

- reduce the total expenditure to 23.9% from 26.3% of GDP in 1991-92, and current
and development expenditures to 18.6% and 5.2% of GDP from 19.3% and 6.9% of
GDP in 1991-92 respectively;

- increase the tax revenues from 13.9% to 14.8% of GDP;
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- reduce the bank borrowing from 4.8 percent to 1.5 percent of GDP,
- reduce the external borrowing (net) from 1.8 percent to 1.2 percent of GDP, and

. - increase self-reliance in public finance from 93.0 percent to 94.8 percent of total
expenditure.

3.9. The aggregate budgetary resources of the Government including the financing for
Social Action Plan (SAP) are projected at Rs. 265.1 billion, showing an increase of 11.9 percent.
The tax revenues, which account for about 77.0 percent of total resources, are projected to increase
by 21.9 percent while the non-tax revenues are expected to go up by 4.7 percent only.

3.10. The Budget provides for a total development outlay of Rs 72.3 billion, against the
revised estimate of Rs 83.2 billion in 1991-92. As a proportion of GDP, the budgetary development
outlay drops to 5.2 percent from 6.9 percent in 1991-92.  The decline in the budgetary
development outlay in 1992-93 of about 13.0 percent reflects the Government policy of privatisation
and greater reliance on public enterprise corporations on self arranged financing outside the
budget. Details of revenues and expenditures are given in Statistical Appendix Table-3.1 and 3.2.

(ii) Federal Budget 1992-93
(a) - Revenue Receipts

3.11. Federal Government revenues, on gross basis are projected to increase by 17.0 per
cent from Rs.223.0 billion in 1991-92 (RE) to Rs 261.0 billion in 1992-93 (B.E). The revenues
(excluding the share of the provinces) of the Federal Government are estimated at Rs. 196.2
billion. The tax/GDP ratio will rise from 13.2 per cent in 1991-92 to 14.0 per cent in 1992-93. The
share of direct taxes in tax revenues will increase from 16.9 per cent in 1991-92 to 17.7 per cent
in 1992-93. Major contribution is expected from the income tax (Rs. 5.4 billion), federal excise (Rs.
12.0 billion), sales tax (Rs. 5.4 billion) and import duties of Rs. 8.3 billion. Details are shown at
Statistical Appendix Table- 3.3. ‘ :

- 3.12. For 1992-93, non-tax revenues, are budgeted to increase by 6 per cent from Rs 63.5

billion to Rs. 67.3 billion. The details of Government revenue receipts for 1992-93 are given in
Table-3.4. :
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Table-3.4 | ;:
Federal Government Revenues i
(Billion Rs) | "
199192 199293 % )

Revised Budget Change -~
Estimates  Estimates = FY93/FY92
(with measures)

Total Revenues ’ 223.0 261.0 17.0

- Taxes 159.5 193.7 215
Direct : 27.1 34.2 26.7
Indirect 1324 1595 - 205

- Non-tax Receipts 63.5 67.3 6.0

Less: Transfer to Provinces 58.0 64.8 11.8

Federal Revenues(Net) 165.0 196.2 18.9

Source:- Ministry of Finance.

(b) New Fiscal Measures

3.13 . The additional resource mobilization effort through levy of new taxes and
improvement in tax management will yield Rs 17.54 billion. The total budgetary proposals amount
to Rs 24.04 billion which includes a cut in PSDP of Rs 6.5 billion. Details of the new budgetary

measures presented in 1992-93. Budget are given in Table-3.5.
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. Table-3.5
New Budgetary Measures 1992-9
(Billion Rs.)
New Improvement Total
Measures  in Tax Manage-
ment
. Tax Measures
Income tax 1.90 0.40 2.30
, Wealth tax 0.80 - 0.80
Capital value \ ‘
tax 0.87 - 0.87
Customs - 2.00 2.00
Excise 6:77 0.50 ’ 7.27
Sales tax 223 0.50 2.73
Sub-total: 12.57 3.40 15.97
II.  Non-Tax Measures - - 157
ML Reduction in ADP Size - - 6.50
IV. Overall Impact of
New Budgetary Measures 24.04

Source:- Ministry of Finance.

Details of revenues and expenditures are given in Statistical Appendix Table-3.2 and 3.3.

Current Expenditures

3.14. Projections for Federal Government’s current expenditures for 1992-93 indicate an
increase of 10.0 per cent over the last year from Rs. 198.9 billion to Rs. 218.8 billion. Defence
expenditure is projected at Rs. 82.2 billion, showing an increase of 8.4 per cent over last year. Debt
servicing is projected to increase by Rs. 13.1 billion or 16.4 per cent over 1991-92 revised estimates.
Non-obligatory grants to the provinces and local bodies in the 1992-93 Budget have been estimated
to increase by 24.7 per cent from Rs. 7.4 billion in 1991-92 to Rs. 9.2 billion in 1992-93. Details are
given in Table-3.6.
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Table-3.6
Federal Government: Current Expenditure
(Billion Rs)
1991-92 1992-93 %
Revised Budget Change
Estimates Estimates FY93/FY92
Current Expenditure 198.9 218.8 10.0
- Government Adminis- ’
tration 144 151 4.5
- Defence 75.8 82.2 8.4
- Debt Servicing : 80.1 93.2 : 16.4
- Non-obligatory Grants 7.4 9.2 o . 247
to Provinces/
Local Bodies
- Others 21.2 19.1 -9.9

Source:- Ministry of Finance.

Publi¢_Sector Development Progl_'. amme

3.15 The total size of the Budgetary Public Sector Development Programme for 1992-93
is estimated at Rs 67.6 billion with Rs 40.6 billion (60%) as rupee component and Rs 27 billion
(40%) as foreign aid component. The Federal Ministries and Divisions would have a share of
33.9% in the total Public Sector Development Programme,followed by budgetary support for Public
Corporations (32.3%) budgetary support for Provinces (26.3%) and allocations for Special
Programmes (7.5%). The summary position of Budgetary PSDP for 1992-93 is provided in
Table-3.7.

X » \“Q/ b 1
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Table-3.7

(ﬁﬂudn Rs)

Total (Budget)

‘ Programme Rupee Component " Foreign Aid Total
I Federal Ministries/ 136 93 229
Divisions (Net)
I1. Budgetary Support 58 16.0 21.8
for Corporations
TI1.Special Programmes 5.1 0.0 5.1
IV. Budgetary Support ,
for Provinces 16.1 1.7 17.8
406 ~270 676

Note:-

’“}'& o

provided in Chapter-2 of the Plan.

~—The details of Public Sector Develnopment‘ Programme are
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CHAPTER- 4
PRIVATE INVESTMENT AND ITS FINANCING

Review of 1991-92

The Annual Plan 1991-92 provided for an indicative investment of Rs 105.4
billion in the private sector. The latest estimates indicate that investment of Rs 113.6 billion
had been made. Except agriculture and ownership of dwellings, the investment targets were
surpassed in all other sectors. The largest increase was registered in the large scale
manufacturing (41.3%), followed by services/others (13.9%) and small scale manufacturing
(7.5 %). As a proportion of GDP, the level of total private investment increased from 8.9
per cent in 1990-91 to 9.4 per cent in 1991-92. This reflected success of the Government
policy of encouraging private sector.

4.2 Sector-wise performance is given in Table-4.1.
Table-4.1
Private Investment during 1991-92
(Billion Rs)
Sector Projections Estimated Achievement
Investment %

Agriculture 17.5 16.9 96.0
Manufacturing 37.0 50.5 136.4

Large Scale 31.7) (44.8) 1413

Small Scale (53) (57 107.5
Energy 55 - -
Transport and
Communications 9.8 9.9 101.0
Ownership of
Dwellings 24.1 232 96.2
Services/Others - 115 13.1 113.9
Total 1054 113.6 107.7
Source:- National Accounts Committee.
4.3. In agricultural investment, a shortfall of 3.4 per cent was on account of

tractors. Only 10,684 tractors were purchased against the target of 30,000. However, the
target of installing 5,500 tubewells was fully met. The credit of Rs 3884 million disbursed
by the ADBP was 33 per cent lower than Rs 5809 million disbursed in the preceding year.
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4.4. The Government announced a package of incentives for development of
agriculture in general and investment in particular which included subsidies for tubewells,
reduction in markup rate from 12.5 to 8 per cent on loans sought for the purchase of
tractors and other indigenously manufactured agriculture implements. The government also
abolished 10 per cent import surcharge on CKD kits for tractors and all other agricultural
‘machinery.

45. . Private investment in the manufacturing sector exceeded the Plan projections
by 36.4 per cent, due mainly to over 43 per cent increase in investments in the large scale
manufacturing. The loans disbursed by banks and financial [institutions still tended to
concentrate in the traditional sectors of textiles, followed by food, tobacco and beverages.

4.6. An other important development in manufacturing sector was the privatization
of a number of industrial units. During the year over 52 units were sold to the private sector.

4.7. Investment targets in the transport and communications sector were fully met.
‘The development of this sector has gained momentum due to privatization drive of the
Government.

4.8. The pace of investment in the ownership of dwellings remained sluggish during
the year due to decline in remittances on the one hand and a general recession in the
construction sector. In services/others sector, hotels and restaurants were established by the
private sector in areas such as Swat, Gilgit, Kaghan, Skardu which reflected the interest of
private sector in tourism. The government announced in the budget for 1991-92 the scheme
of 50 per cent matching grant for establishment of new schools and educational institutions
to attract participation of private sector in this field.

Privatization of Financial Institutions

4.9. As the drive to liberalize, privatize and deregulate the economy continued, the
Government resorted to privatization of the state owned financial institution§. The Muslim
Commercial Bank was transferred to a private group and the Allied Bank Ltd. to
institution’s employees. Ten licenses have been granted to private parties to establish new
banks. Besides a number of investment banks and modarbas and leasing companies had
been formed in the private sector.

Annual Plan 1992-93

4.10. The Annual Plan 1992-93 provides for an indicative investment of Rs 133.5
billion at current prices in the private sector, which is 17.5 per cent higher than the
estimated investment of Rs 113.6 billion in 1991-92. The Plan accords a high priority to the
manufacturing sector with 44.7 per cent of the total private investment. The shares of
ownership of dwellings and agriculture in the total outlay are 18 per cent and 13.5 per cent

respectively. Sectorwise details of investment are given in Table-4.2..Details are also given -

in Statistical Appendix Table-4.1.

X

"ln\;r, X
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Table-4.2
Private Investment Projections ,
' (Billion Rs)
Sector 1991.92 199293  Change
Estimates  Targets %

Agriculture 16.9 18.0 65
Manufacturing 505 59.7 182

Large Scale (44.8) (52.7) (17.6)

Small Scale (5.7) (7.0) (22.8)
Energy - 5.0 —
Transport and
Communications 9.9 12.0 212
Ownership of .
Dwellings o232 24.0 34
Services/Others 13.1 14.8 13.0
Total 113.6 133.5 17.5
Source:- National Accounts Committee.
Agriculture
4.11. The investment projections in agriculture sector are based on the assumptions

that the private sector, with the financial assistance of development financial institutions, will
play a much greater role in the expansion and diversification of agricultural activities in
future. It is expected that about 32 thousand tractors will be inducted, 5500 new tubewells
will be installed and large number of harvesters and threshers will be purchased. A
supportive policy package already exists to boost the development of farm and non-farm
sector. The productivity enhancement programme launched by the government is also
expected to attract a significant investment.

~

Manufacturing |

4.12. The investment in large scale manufacturing is projected to grow by 17.6 per
cent. Major portion of investment is éxpected to take place in industries like transport
vehicles and equipments, airconditioners, ‘tractors, petroleum products, pharmaceutical, -
fertilizers, chemicals and petrochemicals, metal products, beverages, sanitary wares, food
processing, electronics, sugar, cement, textiles and vegetable ghee etc.

4.13. Although, the overall investment in manufacturing sector attained higher
investment levels during the last four years of Seventh Plan, the development of small scale
industries was constrained by lack of organization, infrastructure, credit and marketing
facilities. For 1992-93 an investment of Rs 7 billion has been projected.
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Energy

4.14. - The Plan includes Rs 5.0 billion as an indicative investment in the energy
sector to meet the expenditure on the preliminary reports, feasibility studies and surveys etc.
Implementation of the private sector’s Hub River Power Project is likely to commence
during 1992-93 which may raise the level of private investment over and above the projected

. level.

Transport and Communications

4.15. The private investment in Transport and Communications sector is likely to
be much higher during 1992-93. This is partly because of the transformation which is taking
place towards privatization in various modes of transport and communications, introduction
of Public Transport Self Employment Programme and the grant of the status of an industry,
enabling the investors to enjoy all the concessions and incentives which are available to
investors in industries. To overcome the problem of financing, the government have
introduced a package whereby loans on concessional terms have been made available to
individuals. One private airline is also likely to become operative during 1992-93, Besides,
35 private parties have been allowed to set up shipping companies in Pakistan and one of
them has already started the operation.

Ownership of Dwellings

4.16. Keeping in view the ever increasing demand, an investment of Rs 24 billion
has been foreseen for construction of houses in the private sector. The proposed investment
is 3.4 per cent higher than the estimated investment of Rs 23.2 billion during 1991-92 and
is likely to facilitate the construction of about 250 to 300 thousand housing units through out
the country.

4.17. - The government have announced a National Housing Action Plan (NHAP)
on 7th July, 1992 with a revolving fund of Rs 2 billion as seed money which would be
mobilized through private sector and personal savings. Plots would be developed with special
emphasis on 3 and 7 marla plots scheme. The existing specialized institutions together with
new housing finance companies/banks are likely to mobilize and provide resources for
investment in this sector.

‘Services/Others

4.18. Indicative investment for other sectors amounts to Rs 14.8 billion, which is
13 per cent above the estimated investment of Rs 13.1 billion in 1991-92. These include
minerals, construction, tourism, banking, insurance, health and education sectors. The policy
framework has been provided to encourage the private sector to set up hospitals, clinics, and
educational institutions. .

4.19. A National Tourism Policy has been announced for the Seventh Plan and a

Cabinet Committee has been appointed for putting up concrete recommendations for a long-

L *, L §
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term policy package for the development of tourism industry. The policy package would

provide for participation of private sector in the operation and maintenance of the tourist
facilities by involving local communities.

4.20. Recently, the government have launched a "Social Action Programme" which
also provides for the participation of private sector. Under this programme, a sum of Rs
1,773 million has been allocated for National and Provincial Education foundations to
provide financing to the private sector and Non-government Organizations (NGOs) on
matching grant basis.

Foreign Private Investment

4.21. In order to attract foreign investment, the Government has established a high
powered Board of Investment headed by the Minister for Industries, with its headquarters
at Islamabad and Regional Offices at Lahore, Karachi, Peshawar and Quetta. The objective
of the Board is to promote direct foreign investment in industries, telecommunications,
energy etc. It would not only supervise the working of the special zones but would also
encourage and provide guidance to the investors.

4.22. The Government intends to create an environment where foreign resources
come as investments rather than as loans. Barriers against foreign exchange flows, in and
outside the country, have been removed. Foreign investment has been permitted in existing
companies through purchase of shares. Pakistanis have been allowed to maintain foreign
currency accounts and there is no restriction on bringing or holding foreign currency in
Pakistan. Investment Promotion Conferences are being held in and outside Pakistan. As a

result of these measures, the foreign private investment is expected to reach around $ 670
million.

Financing of Private Investment

4.23. About 84 per cent of the private investment in 1992-93 is likely to be financed
through domestic resources while the rest is expected to be financed through foreign equity
and loans. The major contribution of the domestic resources (54.7%) will come through the
sponsor’s equity whereas DFIs are expected to cover 453 per cent of the total credit
requirement. Almost 87.3 per cent of the foreign resources (Rs 22 billion) are likely to flow
into the large scale manufacturing industries. The rest will be used for energy sector (11.4%)
and services/others(1.4%). Based on these parameters, the proposed financing plan of
private investment during 1992-93 is presented in Table-4.3.
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Table-4.3
Financing of Private Investment during 1992-93 \S;
| (Current Billion Rs)
Sector Total Foreign mes Resour et
Invest- Loan/ Institu- Sponsor’s  Total
ment Equity tional Equity etc. L]
Credit
 Agriculture 18.0 - 81 99 180
Manufacturing 59.7 19.2 28.1 124 40.5
Large scale (52.7) (19.2) (23.2) (10.3) (33.5)
Small scale (7.0) (=) (4.9) 2.1) (7.0
Energy 5.0 25 2.0 0.5 - 25
Transport and .
Communications  12.0 - 24 9.6 12.0
Ownership of
Dwellings 24.0 - 8.4 15.6 24.0
Services/Others 14.8 0.3 1.5 13.0 14.5
Total 133.5 22,0 505 610 1115
As % of total ' | o -
Investment (100) (16.5) (37.8) 45.7 83.5 ¥
As % of Domestic : ' - '
Resources - - 453 54.7 - 100
Source:- Planning & Dévelopment Division. |
-~ ol
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CHAPTER- 5
MONETARY POLICY AND CREDIT PLAN
Review of Credit Plan 1 991.92

The original Credit Plan for 1991-92 approved by the National Credit
Consultative Council (NCCC) envisaged domestic credit expansion of Rs. 43.2 billion
(10.6%). Taking into account an expansion of 2.2 billion in net foreign assets, monetary
expansion was projected atRs. 45.4 billion(12.1%) over 1990-91. However, at its mid-term
review meeting held in January, 1992, domestic credit expansion was revised upward to the
level of Rs. 50.9 billion (12.5%). The net foreign assets were projected to be contractionary
to the tune of Rs. 2.7 billion, giving the overall target of monetary expansion of Rs. 48.2
billion (12.9%). .

§2.  The domestic credit expanded by 25.3 % in 1991-92 against an expansion of 17.8
% during 1990-91. After accounting for the decrease in net foreign assets, the overall
monetary expansion was 21.1 % compared with 17.9 % in 1990-91. The original and the
revised credit plan as well as actuals for 1991-92 compared with actuals of 1990-91 are given
at Table-5.1. The sector-wise changes in monetary assets during 1991-92 are discussed in
the ensuing paras.

Government Sector

5.3. The large domestic credit expansion was entirely brought about by the
unusually large Government borrowing for budgetary support which amounted to Rs. 73.5
billion against the target of Rs. 20.0 billion in the revised credit plan and an actual increase
of Rs. 43.2 billion in 1990-91. Government borrowing for financing commodity operations.
rose by Rs. 4.2 billion against projected expansion of Rs. 5.9 billion and a retirement of Rs.
5.3 billion during 1990-91. Zakat fund at SBP exerted a contractionary impact of Rs. 1.1
billion as compared with a contractionary impact of Rs. 0.5 billion projected in the revised
credit plan and an actual contraction of Rs. 1.4 billion in 1990-91.

54. - Government Sector as a whole witnessed an expansion of Rs. 76.6 billion
against an expansion of Rs. 36.5 billion during 1990-91.

5.5. The revised credit plan 1991-92 envisaged a credit ceiling of Rs.0.5 billion for'-
PSEs. However PSEs witnessed a retirement of Rs. 0.1 billion compared with a
contractionary effect of Rs. 4.0 billion in 1990-91.
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Table~5.1

Causative Factors of Changes in Monetary Assets

¢ 199192 )

(Billion Rs)

'»Qi-g---i-..—i-i&------é-i---.-----éi-.--gi---.---------g.

Credit Plan 1991-92

hbd e X X Ly R R L L LT TR g

I Domestic Liquidity (MZ)
‘ (11+111)
" 11. Net Feréign Assets
11T. Net Domestic Credit
Ci+Tixiii+iv) .
i) Net Claims on Govt.
(a) Ceredit for budgetary suppert
(b) Credit for Commodity Operations
(c) Zakat Fund Deposits at SBP.

i¥)  Credit to WAPDA, OGDE, NFC & PTV.
7ii) Credit to Non-Govt. Sectors
a) Credit to PSEs

b) Credit to Private Sector
iv) Other Items (Net)

Original

45 4
€12.1%)
2.2

43.2
€10.6%)

15.5

14.0

2.0

=0.5

28,2

1.0
27.2

Revised

50.9

(12.5%) -
5.4 .

20.0
5.9
=0.5

. 24.5

Actuals
End June End June
1992(¢P) 1991(P)
(4) (5)
78 8 * 56.8 a3
€21.1%) €17.9%)
<24.5 -3.8 **
103.3 60.6
(25.3%) €17.8%)
76.6 36.5
73.5 *g 43,2 **g3
4.2 -5.3
-1.1 =1.4
1.0 =0.4
30.1 21.1
-0.1 -4,0
30.2 25.1
4.4 3.4

--,----i-gg-.--.-------.---..--.--aa-..;-a-..-g-—gg-.,aa---.g--—.a--..-.-ga..----..--g----a---. .....

Source:- State Bank of Pakistan
P = Provisional

* = AdJusted for Rs.663 mlllien on accounit. of PTC deposits with

) scheduled banks as on 30 6-1992,

s Adjusted for RS.123 mitiion lylng with SBP under PFivatisation Fund

as on 30-6-1992.

*E-e Adjusted for SAF Loan amounting to Rs.7,371 million reflecting the -

correct pesition of Budgetary SUpport and Net Fereign

Assets of the banking system.

% = Adjusted for Rs 4,177 millien on account of‘Pfgvbeposits‘uith‘scheduted‘banksf

Figure in parentheses indicate growth rates over stock data.




35
Private Sector
5.6. Credit to the private sector including "other items (net)" rose by Rs. 25.9

billion against the revised credit plan projection of Rs. 25.0 billion and an actual increase
of Rs. 28.5 billion in 1990-91.

Foreign_Sector

5.7. Net foreign assets of the banking system, witnessed a record decline of Rs.
24.5 billion against a projected decline of only Rs. 2.7 billion in the revised credit plan for
1991-92 and an actual decline of Rs. 3.8 billion during 1990-91.

.

. jn Components of Mone y_ASSH

5.8. Against an increase of Rs 47.9 billion in 1990-91, money supply (M1) went up
by Rs. 53.4 billion in 1991-92 thus accounting for 689 of the total increase in monetary
assets(M2). Time deposits went up by Rs. 25.44 billion against an increase of 8.9 billion in
1990-91. The increase in currency in circulation during 1991-92 was Rs. 19.6 billion against
Rs. 21.9 billion during 1990-91. Deposit money went up by Rs. 59.2 billion or 75 % of the
total increase in monetary assets against an increase of 61 % during 1990-91.

5.9. The share of time deposits in money supply (M2) increased to 25.3 % in
1991-92 compared to 23.8 % in 1990-91 while the share of currency in money supply (M2)
fell from 36.6 % in 1990-91 to 34.6 % in 1991-92. The combined share of currency in
circulation and demand deposits as 2 ratio of M2 slightly fell from 753 % in 1990-91 to
73.5% in 1991-92 duly reflecting almost a constant share of demand deposits in monetary
assets intertemporarily. Component wise details in changes in monetary assets are given at
Table-5.2 .

Monetary Policy 1992-93

5.10. As part of financial sector reforms, the Government has decided to abolish
credit ceilings and to control and regulate money and credit through indirect market
oriented instruments. Under the new system, targeted expansion in money and credit would
be realised by manipulating reserve money through various techniques like open market
operations, changes in cash reserve requirements, discount rate, liquidity ratio etc. For this
purpose, State Bank of Pakistan would closely watch, among others, the behaviour of money
multiplier and make appropriate changes in the level of reserve money whenever deemed
necessary. Selective credit controls would remain in vogue. They are designed to curb credit
expansion in directions considered undesirable.

5.11. National Credit Consultative Council (NCCC), which will continue to be the
principal consultative body in future, considered and agreed in its meeting on 25th July,
1992 that credit ceilings as an instrument of regulation of credit for private sector should
be abolished. It has also been decided that a discretionary credit deposit ratio will be used
to control private sector credit through commercial banks. It was also agreed in the meeting
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Table-5.2
=
Changes in Components of Moenetary Assets. . 3’
) ) - (Billion Rs)
~--~°9-°~°---¢-~---------.---.------i9----~--9999-~'--0---~6—~--999--~---9~---,-.---—,--9-----------o---—-'--‘-'-------9-9---9'--"---9’ -
1991-92 1990-91 *
Stock at Stock at Change durlng ¢ Stock at Stock at Change “
End June, End June,  1991-92 % :EndJune, End June, during % ’
1991 . 1992 Jncrease .: 1990 1991 1990-91 increase
1. CUrrency in eirculation 137 0 156.6 19.6 1%.3 115.1 137.0 21.9 19.0
2. Demand Deposits ' 144.8 176.1 31.3 216 : 1?9.7 144.8 25.1 21.0
3. other Deposits 3.1 5.6 2.5 80.6 ¢ 2.2 3.1 0.9 40.9
4. Money Supply, (M1) 284.9  338.3 53.4 8.7 i 237.0 284.9 47.9  20.2
(1+2+3) ’ - » . ‘
5. Time Deposits 89.1 114.5 25:4 28.5 : 80.2 89.1 8.9 11.1
6. Money Supply, (M2) ‘374.0 452.8 78.8 211 317.2 374.0 56.8 17.9
(4+5) :

Source:- State Bank of Paklstan
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fable-5.3

credit Plan, 1992-93 and Actuals, 1991-92.

(Mlll1on Rs)

.Q--‘.--.'---65---.@.&-q-.bog-gég-gq"iii-bgigg-.i.-----&-..-6..- ...................

Credit Plan Actuals
1992-93 1991-92
(30-6-92)
1. Government Sector ‘ ' 26500 . 76567
(a) Budgetary Support 25000 73540
(b) Commedity Operationas 2000 4194
¢c) 2akat Fund -500 o -1167
1i. Credit to WAPDA, OGDC, NFC & PTV. 0 1007
111. public Sector Entenrprises 500 -7
iVv. Private Sector 26803 30249
V. Others . . . ~3000 -4396
vi. Domestic Credit Expansion 50803 103310
‘ : (9.97%) (25.34)
Vvil. Foreign Assets tnet) 3350 -24538
VI1i. Monetary Expansion 47453 78772
€10.50%) (21.06)

a--.a--.-.-_-..------..-a.-a--;.-u-.a;-_-.;--.---.a----.---.-----..-----..-,---,.-a,

figures ih parentheses indicate growth rates over stock data
source:- State Bark of Pakistan
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that commercial bank credit to Cotton Export Corporation (CEC) and credit given under
Export Finance Scheme would not be subject to credit deposit ratio. Similarly, banks should
meet mandatory targets prescribed for agriculture as a whole, small business and industry
and tobacco marketing,

Credit Plan 1992-93

5.12, The urgency of a prudent monetary management during 1992-93 in order to
contain the potential inflationary pressures within reasonable limits has been realized at all
tiers of public policy. At the same time it is essential to ensure that the development tempo
of the economy is not adversely affected. Availability of sufficient funds to the private sector,
needs to be ensured. '

5.13.  Gross National Product(GNP), in current prices, for 1992-93 has been projected to
grow by 14.9% and total investment has been estimated at Rs. 258.8 billion.Keeping these
considerations in view and the unusually large monetary expansion during last two
years(17.9% in 1990-91 and 21.1% in 1991-92), the safe level of monetary expansion for
1992-93 is proposed at 10.5 % or.Rs. 47.4 billion. Net foreign assets of the banking system
have been estimated to fall by Rs. 3.4 billion. The domestic credit expansion is estimated
at Rs. 50.8 billion or 10.0 %. The sectoral distribution for the year 1992-93 vis-a-vis actual
credit expansion during 1991-92 is shown in Table-5.3. :

<+
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CHAPTER-6
BALANCE OF PAYMENTS

Review of 1991-92

The Annual Plan 1991-92 had originally forecast a significant improvement in
the balance of payments position under the influence of a deceleration in import prices of
POL and fertilizer, a continued strong export growth, and a moderate increase in remittance
flows. The latest estimates indicate a significant departure from the Plan targets. The
current account deficit widened appreciably primarily due to larger imports, particularly of
capital goods, and a marked decline in the home remittances.

6.2. According to the revised estimates for 1991-92, total exports (fob) in dollar
terms have increased by 16.6 per cent to $ 6.9 billion as compared to the actual of $ 5.9
billion last year. However, these remained behind the Plan target by 0.6 per cent. Total
imports (fob) grew by 8.5 per cent to $ 9.1 billion from $ 8.4 billion in 1990-91. Excess from
the target amounted to 3.2 per cent. Consequently, the current account deficit increased to
$ 2.5 billion against the last years Jevel of $ 2.2-billion and the Plan target of $ 1.6 billion.

6.3. Net long term capital inflows during 1991-92 amounted to $ 2.4 billion,larger
by $ 762 million from last year’s level, largely because of higher disbursement of project and
food aid, and a rapid increase in private long term capital (net). After adjustments on
account of short term borrowings and other official assistance, the overall balance of
payments, i.e. net foreign assets, recorded a deficit of $ 537 million in 1991-92 compared
with a deficit of $ 464 million in 1990-91 and the envisaged Plan target deficit of $ 111
million. Finally, with net inflows of $ 222 million from the IMF and other transactions of
the banking system, the year ended up with a build-up of '$ 419 million in gross foreign
exchange reserves against the targetted build-up of $ 180 million and a draw-down of $ 114
million last year.

Exports

64, The Annual Plan 1991-92 had projected export receipts (in fob terms) at § 6.9
billion. The latest estimates indicate that despite the recession in the world market, export
earnings reached $ 6.9 billion, indicating an increase of 16.6 per cent over 1990-91 but
lagged behind the Plan target by $ 41 million. This achievement in the export sector was
largely attributable to an increase in earnings from raw cotton, cotton cloth, readymade
garments, hosiery and synthetic textile fabrics.
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6.5. Within the cotton group, the exports of raw cotton and cotton cloth in nominal
dollar terms increased by 25.7 per cent and 21.2 per cent respectively while that of cotton
yarn decreased by 0.8 per cent. The increase in exports of raw cotton emanated solely from
increase in volume while that in cotton cloth from increases both in volume and price.

6.6 ° The total exports of rice increased by 19.9 per cent in nominal dollar terms
mainly due to increase in volume. The earnings from basmati rice increased by 5.5 per cent
solely due to increase in volume while exports of other varieties increased by 44.5 per cent
both due to a substantial increase in volume and price.

6.7. Exports of ready-made garments amounted to $ 614 million, higher by 23.5 per
cent than the previous year. The export earnings from hosiery also increased by 27.2 per
cent from § 334 million in 1990-91 to § 425 million in 1991-92 only because of larger
shipment as the price of hosiery items fell marginally. Export earnings from synthetic textile
fabrics increased by 20.5 per cent mainly due to sharp increase of 18.8 per cent in unit price.

6.8. In addition to cotton yarn, other items which registered a significant decline
in export receipts during 1991-92 were tarpaulin and canvas goods and leather. While
decline in the case of tarpaulin and canvas goods was both due to fall in volume and price,
that in the case of leather was solely due to volume. Exports of fish and fish preparations
remained at last year’s level as the decline in prices exceeded the increase in volume. Item-
wise export performance is summarized in Table-6.1 and details can be seen at Statistical
Appendix Table-6.1.

~
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Table-6.1

Composition of Merchandise Exports

($ Million)
1990-91 1991-92 % Change
(Actuals) (Estimates)
Raw Cotton . ' 412 518 257
Yarn 1183 ' 1173 -0.8
Fabrics 676 819 212
“Garments 497 614 23.5
Text. Made Ups 485 534 10.1
Rice 346 415 19.9
Leather : 276 241 -12.7
Carpets 222 230 3.6
Fish & Fish Prep. 115 115 0.0
All Others - 1921 2245 169
Total (cif) . 6133 6904 12.6
Adjustment -231 -20 -
Total (fob) 5902 6884 16.6
Percentage poiht contribution to total:

volume 16.6

Price 4.0

Source:- Ministry of Finance.
Imports
6.9. In the Annual Plan 1991-92 imports (fob) were projected to increase by 5.9

‘per cent to $ 8.8 billion. The revised estimates revealed that total imports rose by 8.5 per

cent to $ 9.1 billion (fob) compared to the last year’s level of § 8.4 billion. The increase is
attributed mainly to larger imports of machinery (56%) reflecting response to the
Government's liberal import policy announced for promoting private investment in the rural
areas. The imports of fertilizers, crude oil and POL products in dollar terms declined
sharply mainly due to a substantial fall in prices aithough these items, particularly POL
products, increased significantly in volume.
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6.10. An amount of § 251 million was spent during 1991-92 on import of 1.6 million
tonnes of wheat. Last year only 0.6 million tonnes of wheat was imported costing § 91
million. Imports of edible oils increased marginally due to a 9.9 per cent increase in volume
while the prices declined by 8.8 per cent. Had there been no deceleration in the prices of
major commodities like crude oil, POL products, fertilizers and edible oils, the total import
bill would have been much higher. Table-6.2 gives item-wise composition of major imports,
whereas details may be seen at Statistical Appendix Table-6.2.

Table-6.2
Composition of ‘Merchandise Imports
($ Million)
1990-91 1991-92 % Change
(Actuals) (Estimates)
Wheat 91 ' 251 175.8
Tea 166 173 42
Edible Oils 402 403 0.2
Fertilizers _ 264 . 259 -1.9
" POL 1731 ' 1384 -20.0
Capital Goods - 2507 13450 37.6
All Others : 3933 3922 -03
Total (cif) 9094 9842 . 82
Freight =709 -747 : -
Total (fob) 8385 9095 85
Percentage point contribution to total: | |
: volume 242
Price -16.0
Source:- Ministry of Finance.
Invisibles
6.11. The Annual Plan 1991-92, anticipated that the balance on the invisibles

account of the balance of payments would record-a surplus of § 280 million which was
based, inter alia, on expected level of remittances at $ 1.9 billion (higher than last year’s
level by $§ 60 million). Revised estimates reveal that the workers’ remittances in 1991-92
aggregated § 1.5 billion, less by $ 440 million than the Plan target and 20.6 per cent lower
than the 1990-91 level of $ 1.8 billion. At the back of this decline has been the shift in the
modus operandi of sending money as remittances which are‘now partly coming in the form
of deposits in the foreign currency accounts and foreign currency notes which are freely
importable and saleable. This is reflected in the additionality of $ 1.1 billion recorded in
the foreign currency accounts during the year. With a significant rise in invisible payments

s —
1‘&' ¥
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and an abrupt fall in the private transfers, the invisible balance became deficit to the extent
of $ 325 million as against a surplus of $ 312 million in 1990-91. Table-6.3 gives the
. -summary for the full year assessment of movements in the invisible account.

Table-6.3
Invisible Balance
($ Million)

199091 1991-92 % Change

(Actuals) (Estimates)
Invisible Balanc 312 -32 -204.2
Services (net) -1806 -2059 -14.0
Receipts N 1657 1550 -6.5
Payments 3463 3609 42
(Interest) 698 (717) 2.7
Private Transfers - 2118 1734 --18.1
(Remittances) - (1848) (1468) (-20.6)

Source:- Ministry of Finance.

Table-6.3.

Capital Account

are given at Statistical Appendix Table-6.3

- 6.12. With the trade deficit at $ 2.2 billion and the
the current account deficit is expected to rise to $ 25b
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capital flows including short term and Foreign Exchange
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Outlook for 1992-93

6.14. The balance of payments projections for 1992-93 have been made on the basis
of a continued strong growth in exports, an increase in import payments and substantially
low level of workers’ remittances. Merchandise exports are projected to grow by 16.9 per
cent and merchandise imports by 9.1 per cent in nominal dollar terms. The level of
workers’ remittances is expected at $ 1.5 billion. With projected improvement of $ 343
million in the trade deficit, the current account deficit on the balance of payments is
expected to decline from § 2.5 billion (5.2 % of GNP) in 1991-92 to $ 2.2 billion (4.1 % of
GNP) in 1992-93.

~ Exports

6.15. Total export earnings (fob) for 1992-93 are forecast at $ 8.1 billion in nominal
terms from the level of $ 6.9 billion achieved in 1991-92. The increase in export earnings
is expected to be broad-based being contributed both by volume and price increases. The
exports of major primary commodity of raw cotton is expected to increase by 21.2 per cent.

This will be contributed by an expected increase of imports of raw materials and machinery. -

The volume of total rice exports is expected to increase by about 1 per cent but due to
likely increase of 13.2 per cent in the average price it will yield a 14.2 per cent increase in
its export value.

6.16. Cotton-based manufactures, representing over 50 per cent of total exports, are

projected to grow by 15.4 per cent in nominal dollar terms in 1992-93. Based on an increase
in growth of items such as fish and fish preparations, leather, carpets and synthetic textile
fabrics, all other exports may increase at 26.4 per cent in value terms. Details of export
projections are given at Statistical Appendix Table-6.1.

Imports

6.17. Keeping in view the requirements of the economy, particularly regarding
imports of raw material and machinery, total imports during 1992-93 have been projected
to rise by 9.1 per cent to $ 9.9 billion compared to last year’s level of § 9.1 billion. A
conservative estimate of the likely increase in dollar import prices of 1.5 per cent yields a
real growth of 7.6 per cent in imports. With GDP growth target of 6.2 per cent it implies
_ unitary elasticity of imports with respect to GDP. Of the total imports of § 9.9 billion, as
large as 33 per cent would be constituted by imports of capital goods. Another 14 per cent
would be accounted for by imports of crude oil and POL products.

6.18. In consequence of enhanced indigenous production of crude, there would be
a marginal decrease in the quantity of imported crude. Since world crude prices are
expected to fall by 2.3 per cent, the import bill on crude, therefore, may fall by 3.6 per cent.
However, the bill on POL products is expected to grow up by 11.5 per cent exclusively due
to larger import volume as the prices are being projected to decline by 6.2 per cent.

I
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6.19. The import of three major food items, namely, wheat, tea and edible oils, will
contribute 9 per cent to total imports, with marginal share to be 15 per cent. During 1992-
93, the availability of wheat from the last year crop will stay at 14.58 million tonnes, almost
at the same level as 1991-92, since production of wheat during 1991-92 registered almost
zero growth. With "population growing at over 3 per cent per annum, the import
requirement of wheat for 1992-93 has been estimated to be 2 million tonnes costing $ 300
million. Details are given at Statistical Appendix Table-6.2.

Invisi n rrent A nt Balan

'6.20. The deficit on invisibles account for 1992-93 is anticipated to increase to $339
million from $ 325 million in 1991-92. At the back of this enhanced deficit, is the larger
additionality ($ 107 million) in payment on account of freight and insurance. The workers’
remittances are projected to increase slightly by 2.2 per cent to $ 1.5 billion. With tangible
improvement in the trade deficit and a slight deterioration in the invisibles, the current
account deficit is expected to come down to $ 2.2 billion from § 2.5 billion in the previous
year.

ital Accoun

6.21. The gross disbursements of official development assistance for 1992-93 have
been estimated at $ 2.4 billion which, after principal repayment of $ 970 million, would
yield a net inflow of § 1.4 billion. An amount of $ 670 million is expected from private long
term capital inflows, comprising of $ 430 million on account of direct and portfolio
investment and $ 240 million (net) on account of supplier credit and others.

6.22. After allowing for short term borrowings, the overall balance of payments is
expected to be in surplus of $ 57 million. Finally, adjusting for Pakistan’s net position with
IMF and other transactions of the banking system, the year 1992-93 is likely to end up with
a foreign exchange reserve build-up of $ 300 million. During 1991-92, the reserve build up
was $ 419 million. Statistical Appendix Table-6.3 presents balance of payments for the years
1990-91 to 1992-93.







Part-II
PRODUCTION PROGRAMMES AND
PHYSICAL INFRASTRUCTURE

(471—48)







49

CHAPTER-7

AGRICULTURE

Review of 1991-92

Physical

The output of agriculture sector grew by 6.4 per cent ‘against a.target of 4.3
per cent. While the highest growth of 8.5 per cent was realised in the output of major crops,
the output of livestock products grew by 5.9 per cent followed by 3.4 per cent growth in the
output of minor crops.

1.2 There was a record production of 12.9 million bales of cotton against a target
of 9.7 million bales, showing an increase of 33 per cent. The increase in cotton production
is attributed to the use of high yielding varieties, favourable weather conditions, improved
agronomic practices and use of pesticides. The production of wheat has been estimated at
14.7 million tonnes against the target of 15.3 million tonnes, showing an achievement of 96

, per cent. The production of rice is estimated at 3.2 million tonnes against a target of 3.4

A million tonnes. The production of sugarcane is estimated at 35.7 million tonnes against the

‘( target of 39.7 million tonnes. The production of other cereals is estimated at 580 thousand
tonnes, which is close to the target. The production of gram is estimated at 502 thousand
tonnes which is 19 per cent below the target due to attack of disease in the major growing
areas of D.J. Khan and Mianwali. There has been a significant improvement in the
production of non-traditional oilseeds which is estimated at 109.3 thousand tonnes against
a production of 47 thousand tonnes in 1990-91. The production of rape and mustard was 216
thousand tonnes against a target of 257.8 thousand tonnes.

7.3. The growth rate of livestock sub-sector was 5.9 per cent. The physical targets
) and achievements are given in Statistical Appendix Table-7.1. :
Financial

7.4. An allocation of Rs 2449.5 million was made in the Public Sector

Development Programme (PSDP) 1991-92 for agriculture sector, out of which Rs 1630.7
million was for federal programmes and Rs 318.8 million for provincial programmes. An
expenditure of Rs 2467.5 million was incurred, showing a utilization of 100.7 per cent. The
agency-wise details are given in Statistical Appendix Table-7.2.

7.5. A sum of Rs 589 million was allocated for fertilizer subsidy, against which an.
s expenditure of Rs 1224.3 million was incurred.
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Programme for 1992-93

7.6. The overall growth rate in agricultural’s output is projected at 5.0 per cent.
The growth rate in the output of major crops would be 5.0 per cent, minor crops 4.0 per
cent, livestock 5.8 per cent, fisheries 3.3 per cent and forestry 3.0 per cent.

7.7. The - development programmes to be implemented are essentially a
continuation of ongoing projects. The implementation of policies and programmes given in
the Seventh Five Year Plan will be continued. The Government will continue to implement
effective support price policy, ensure availability of improved seed, fertilizer, availability of
credit to farmers and strengthen research and extension activities in order to increase
agricultural production. :

7.8. The Productivity Enhancement Programme (PEP) initiated in 1990-91, will be
continued. The farmers will be provided gypsum, deep tillage implements, certified seed,
sprinkler irrigation, fractional pumps for tubewells, etc at subsidized rates in order to

increase agricultural production. An allocation of Rs 162 million has been made for PEP, -+

"Financial

7.9. A sum of Rs 2763.2 million has been provided for agriculture sector in PSDP
1992-93, which is 12.0 per cent higher than the 1991-92 revised estimates of Rs 2467.5

million. The agency-wise details are given in Table 7.1. The sub-sectoral details are given -

in Statistical Appendix Tables-7.3 to 7.9.

Table 7.1
Financial allocation for 1992-93 : .
(Million Rs)
Executing Allocation Revised ~ Allocation % increase
agency 1991-92 estimates 1992-93 over revised
. 1991-92 estimates for
' 1991-92
Federal : 1630.7 1698.5 1800.9 6.0
Punjab 2916 3025 362.6 19.9
Sindh 208.1 "184.1 2334 . 26.8
NWFP 159.4 164.3 219.3 335
Baluchistan 159.7 118.1 147.0 245
Total ‘ 24495 24675 2763.2 12.0

Source:- Source:- Federal /vainciai PSDPs.
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7.10 An amount of Rs 810.0 million has been provided for fertilizer subsidy during

1992-93. The Government is following a policy of gradual elimination of subsidy on
phosphatic and potassic fertilizers. The subsidy on phosphatic fertilizers is expected to be
phased out during the current financial year and on potassic fertilizers by 1995.

Physical Targets

Crop Production

7.1L The estimated production of major crops for 1991-92 and targets for 1992-93
are given in Table 7.2. The production targets are based on the past performance, local
demand,export requirements, coupled with availability of basic inputs and cultivable land

Table 7.2

Achievement in 1991-92 and Production |
Targets for Major Crops 1992-93
\ (000 tonnes)

Crops Achievements Targets %
change over
1991-92 1992-93 1991-92
1. Wheat 14650.0 15200.0 38
2. Rice: 3243.0 3480.0 73
Basmati 1034.0 1038.0 0.4
o Trri 2209.0 2442.0 105
3. Maize . : 1203.3 1279.0 6.3
4. Other cereals 580.0 600.0 34
5. Gram 5023 . 565.0 125
6. Sugarcane - 35650.0 39700.0 114
7. Cotton (lint)* 12.9 126 (