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PREFACE

The developlng countries like Pakistan have faced a
need for a new type of financial instltutions to help them
accelerate the pace of industrialization = the most impor-
tant path to economle development. The industrial devel-
opment banks evolved and'sponsored largely by the Inter-
national Bank for Reconstruction and Development (IBRD)
have been the chief vehicle for this purpose.

The term "development bank" i1s applied to a host
of institutions which have in common the ob)ective of
providing medium- and long-term funds for productive In-
vestuents and, usually, also technical =dvice needed to
formulate and cerry out such investments . Such institu-
tions can perform a valuable function by identifying
promising filelds for investment and helpling to bring
together the factors of production. By becomlng an ac-
tive and important element 1n the country's capital
market, they can help to mobilize domestic savings
and in combination with technical know=-how, chennel them
them into productive activities. At the same time, they
can become channels through which forelgn and inter-

national capital and skill cen flow into the national
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economy, reaching the enterprises too gsmall to be able
alone to attract forelign capitel and technology .

This study 1s an attempt to understanding the
operations of such developuent institutions in Pakistan,
and evaluete thelr performance with special reference to
their contribution toward industrialization. The study
may be divided 1into three ma)or perts:

(1) Economic environment of Pakisten; Chapter I
examines the economle environment of the country which
provides the background to understand better the func-
tioning of development banks and against which to evalu-
ate their performance.

(11) Case Sutides: Chapters II, III and IV are
devoted to the case study of the country's development
banks, 1.es, two development corporations, viz.,

(a) West Pakistan Industrial Development Corporation; and
(b) East Pakistan Industrial Development Corporation; end
two finence corporations, viz., (a) Pakistan Industrial
Credit and Investment Corporation, and (b) Industrial
Development Bank of Pakisten. These chapters are prima-
rily descriptive and have as their aim to provide an
understanding of their operations.

(111) The last two chapters evaluate the performance

of these development banks towards indus trialization of
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the country; chapter V being devoted to assess thelr
achievement in quantitative terms and chapter VI, the

last, to evaluate thelr performance in qualitative Terms.

Methodology: No effort has been spered in order to col-

lect all the available material on development banks Iin
Peakisten. The writer made a speclal visit to Pakistan
to conduct a serles of interviews with the competent
authorities — government and development bank officials.
A checklist reproduced in Appendix A was used as a guide
for interviews and collection of printed as well as
mimeographed materlal.

The offlce of the World Bank Repreéentatlve in
Kerachl, as well es the office of the World Bank in
Washington, were helpful in providing the writer with
all the printed material on the sublect as well as the
press releases concerning the loans extended to Pakilstan
by the World Bank or 1ts afflllates.

However, it was not always possible to obtain
detalled and uptodate data on the operations of the
development banks. But this 1s a characteristic limi-
tation of almost any study conducted in developing
countries. The reluctance of management to make data

avallable to "outsiders" need hardly be emphasized.



Another limitation of the study was the dlstance
that separated the writer from the sources of informa-
tion in Pakistan which made cross-checking of 1deas with
the competent officils extremely difflcult.

However, in view of the inadequacy of the unprlhted
material on development banks, any addition to the exist-
ing literature ought to be welcome. It 1is hoped that this
gtudy, with all its limitations, will, nevertheless, play
a small part in assessing the role of development banks
towerds industrialization in Pakistan as well as the com-
parison and cross-fertilization of experlence in varlous
parts of the world.

The writer wishes to express his deep gratitude to
his able advisor, Professor Zuhalr Mikdashi of Department
of Business Administration, whose comments and advice were
of great help in completing this study. Thanks are also
due to Miss Emmy Shwairi for reading the draft and giving

valuable suggestions.

Akhlek H. Termezy
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CHAPTER I
INTRODUCTION

A . PURPOSE

The objective of the study 1s to trace the growth
of development banks in Paklstan and to assess, through
case-studies, the role they play in the country‘'s march
towards industrialization. Four such institutions exist
in Pakistan:

(1) West Pakistan Industrial Development Corporation

(11) East Pakistan Industrial Development Corporation

(111) Pakistan Industrial Credit and Investment
Corporation

(iv) Industrial Developnent Bank of Pakistan.

A distinction between finance corporation and devel-
opment corporation, as employed in this study, is often
made (by the United Nations, for instance) . "Finance Cor-
poration® 1s defined as an institution "concermed primari-
ly with long-term loan capltal", and "development corpora-
tions" as that "concerned primarily with equity capital®
and with "fostering and managing speciflc companies as well

as providing financial support.'l As Diamond observes

1
William Diemond, Development Banks (Baltimore,
Maryland: The John Hopkins Press, 1957), De 2+




This distinction may be conceptually valid but 1s
usually too blurred to be useful in practice. In
some cases, banks or corporatlions created to invest
in both loans and equlty have gradually moved, in
their actual operations, to one or the other end
of the spectrum; and others, created to serve one
purpose, have evolved in a qulte contrary direction,
as a result of changing circumstances or shifting
government policy. Moreover, in the area between
outright debt and common shares llies a broad range
of useful investment possibilitiles. All these
possibllities can be of great importance in the
stimulation of a capltal market, which is another
objective of many development banks.l

The first two provincial organizations, viz., the
West Pakistan Industrial Development Corporation and the
East Pakistan Industrial Development Corporation belong to
the category of development corporations and the last two,
viz., the Pakistan Industrial Credit and Investment Corpo-
ration and the Industrial Development Bank of Pakistan to
the category of finsnce corporations.

No sound evaluation of a development bank's work
can be made without an adequste knowledge of the economic,
institutional and social environment in which it operates.
The remaining part of this chapter, therefore, examines

the economic and socilal conditions prevailing in Pakistan.

B. ECONOMIC HERITAGE
Pakistan emerged as an independent state in August
1947. It inherited primarily the agricultural and less

1Ib1d .



developed frontler areas of the Indo-Pakistan subcontinent.
The agricultural methods employed were, for the most part,
primitive, and average ylelds were among the lowest in the
world.l Industry was nearly non-existent. Financial ins-
titutions to provide credit, mobilize savings and chammel
them into productive investment, were rudimentary. Soclal
services were limited in quantity and quality.

Partitlion of the Indo-Paskistan subcontinent was
accompanied by the whoiesale transfer of population and
enormous upheaval. Trade was disrupted. Industrial and
commercial organizations were crippled. The mass departure
of non-Muslim population created a void in many fields,
which the Muslim refugees, with their different occupa-
tional pattern, could not always fill. Banks and insurance
companies were badly affected as the Hindus who operated
them deserted in large numnbers, leaving only inexperienced
and low grade staff behind. The village money lenders, who,
in spite of their shortcomings, provided a much needed source
of credit for cultivators, largely disappeared.

C. DEVELOPMENT SINCE INDEPENDENCE
The initlal difficulties were surmounted by 1949,

and the economic situation began to improve. The occupational

lGovernment of Pakistan, National Planning Board
TthFirat Five Year Plan, 1955-60 (Karachi: December, 19§7),
Pe [ '




gaps caused by mass migration were gradually filled. Banking
services were restored after the establishment of the State
Bank of Pakistan in July 1948. The 1951-52 Korean war boom
boosted the economy significantly, but with its end came a

period of severe economic strain.

The First Five-Year Plan

The government, faced with the task of promoting
the rapid development of the country, assumed greater
efforts towards economic planning. The First Five~Year
Plan was drafted for the period 1955-60. It was a compre-
hensive and coordinated attempt to harness human efforts
and physical resources to raise the living standard of the
people. The plan aimed at increasing the national income
by 15 per cent and per capita 1income by around 7 per cent .1
This was to be achleved largely through the provision of
irrigetion, power, transport and communicstion facilities.
The plan was also designed to increase the technical and
organizational resources of the country and to bring about
the institutional changes necessary for the implementation
of the development program. Expenditure amounted to
Rs. 10,800 million —— Rs. 7,500 million in the public sector
and Rs« 3,300 million in the private sector .2

1
Ibid-, P 13 .
EIbid.



In October 1958, during the latter half of the
First Filve-Year Plan, the present regime of Presldent
Ayub Khan came into power. This brought the country polil-
tical stability which it had lacked earlier.

By the end of 1960, however, the First Five-Year
Plan fell short of its projected goals. National income
rose only by 11 per cent — against the expected 15 per
cent.l This hardly caused any increase in per capita
income, as the populatlbn incressed by 2.16 per cent per
year which was more than the expected rate-2 But while
the agricultural sector falled to show any appreciable
increase in its output, progress in the industrial sector
was impressive. The index of industrial production rose
from 39.5 in 1950 to 191 in 1960, and industry's share
in national income from 9.2 to 11.0 per cent.

The failure of the First Five-Year Plan to achleve
its objectives fully was mostly due to deficient advance
rlanning, adverse terms of trade, falling foreilgn exchange

earnings, and shortage of key personnel, equipment and

1
Government of Paklstan, Planning Commission, The
Second Five Year Plan, 1960-65 (Karachi: June, 1960), D. 3.

2Government of Pakistan, Ministry of Finance, Economic
Survey of Pakistan, 1961-62 (Karachi: May, 1962), p. 6.

JGovernment of Pakistan, Central Statistical Office,
Statistical Yearbook, 1962 (Karschi: 1962), Table 57, p. 125.




materials.

The Second Five~Year Plan

The Second Five-Year Plan was drawn up by the
Planning Commission in 1960 and was revised in the following
year upon completion of the population census. It ailmed at
raising the national income by 24 per cent and per cepita
income by 12 percent.1 Speclal emphasis was laid on the
development of small industries, water and power resources
eand improvement of communication.

To achieve these objectives, the plan proposed a
total expenditure of Rs. 23 billion, of which Rs.l4.62
billion was to be spent in the public sector and Rs. 8.38

billion in the private sector. Detalls are given in the

following table:1
TABIE 1
THE PIAN DATA
Rs. in Millions

Financing of the Plan: 23,000
ReVOI'lue Swplus L I I B I I I R I I I Y 1’220
Net Capitel Receipts «eoceveevvesonnnnan 1,400
Additional Taxation ....e.eeceecvenene 1,750
200

DefiCIt Financmg L I I I I )

1Government of Paklistan, Planning Commission, Mid-
Plan Review of the Second Five-Year Plan (Karachi: Merch, 1963),

P. 5

°PICIC at Work, Pakisten Industrisl Credit and
Investment Corporstion (Karachi: August, 1963), p. 10.




TABIE l-——Continued

Locel Bodies ......... i b 6 e 200
Project Ald and Loans .........voc0000... 6,850
Foreign Private Investment ............. 600
Commodity A1d «e..vvvevnnennnnnnnnas cees. 3,500
Customs on Commodity A1d ......e.cvveuns 700
Project Loan Counterpart Fimds ......... 600
Privete Savings (including public corpor-
ations' own resources) ..... sessaesesas 6,180
Development Expenditure on Industry: 5,120
Public and Semi-public Sector .......... 2,040
Private Sector ...ccocievveicicassss ... 3,080
Estimated Forelgn Investment in the Private
Sector of the Industry: 2,050
Investment through PICIC .......o000.. .o 50
Investment through "IDBP......c.co0vue.. 00
Other Foreign Investment ............... 700

The Third Five-~Year Plan

The outline of the Third Five-Year Plan for
1965-70, approved recently, proposes a total expenditure
of Rs.52 billion which 1is twice as large as the Second
Plan. It aims at 30 per cent increase in netional income
or approximately 15 per cent increase in per capita 1ncome.1
Industry 1s likely to continue to be the leading
sector in rete of growth during the Third Plan. The Plan
projects an annual growth rate of about 10 per cent in the
Industrial sector, about 3 per cent in the agricultural

1Govennmant of Pakistan, Outline of the Third Five-
Year Plan, 1965-70 (Karachi: August, 196%), p. 29.




sector, and about 6 per cent in services. Within the indus-
trial sector, considerable emphasis has been laid on the
development of heavy industries — a departure from consumer
goods to producer goods. The main producer goods industries
will be iron and steel, petrochemicals, heavy engineering,
heavy electrical equipment, heavy chemicals, machine tools,
tractors, trucks, dlesel englnes and pumps. 1

However, agriculture has not been ignored. In
order to increase the c'ountry's food production by 25 per
cent, Rs. 1.3} billion will be spent in the public sector
for agricultural development. In addition, Rs. 1.0 bhillion
is earmarked for irrigstion, Rs. 2.52 billionfor supporting
industries like fertilizer and pesticide, Rs. 680 million
for rural roads and Rs. 500 million for rurel worksprogram.
This brings the total in sgriculture sector to over Rs. 12
billion besides the estimated private investment of Rs. 2
million.

Following is the break-up in the public sector

of the Third Five Year Plan:®

l1mpid., p. 125-132.

2
Ibld.l’ p. 39-



TABLE 2
THE THIRD FIVE-YEAR PIAN 1965-70
In Million Rupees

E. Pak  W. Pak  Total

Agriculture 2,230 2,110 4, 340
Water snd Power 3,870 4 760 8,630
Industry 3,120 1,630 4, 750
Fuel and Minerals ' 480 L20 900
Transport and Communications 3,050 2,820 5,870
Physical Planning sand Housing 1,440 1,300 2, 740
Education 1,475 1,265 2,740
Health 640 - 540 1,180
Social Welfare 110 90 277
Manpower 85 65 150
Works Program 1,500 1,000 12,500
DOBEE: s 0 6w o s ms 2 wyu s .... 18,000 16,000 34, 000

=====s===============s========
For the purpose of economic analysis, the 15 years
of planned development cen be divided into two distinct
sub-periods, from 1950 to 1960 and 1960 to 1965. During
the 1950's the GNP 1is estimated to have increased at an
annual rate of 2.5 per cent and this increase was nearly

offset by population growth-l The later period (1960-65)

—_

1 .
Population in Paklstag- increased at a compound rate
of 2.37 during 1950-60 and 2.6% during 1960-65. Ibid. p. 1.
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1gs estimated to have witnessed a growth rate of GNP of over
5 per cent. An analysis of the growth rate in GNP in
Table 3 shows that industry has been the leading sector of

the economy.

TABLE 3

COMPONENTS OF THE GROSS
NATIONAL PRODUCT2

(Rs. in millions; 1959-60 prices)

Annual Gompodﬁd

_ rateée
Sector 1949-50 1954-55 1959-60 196465 of growth (%)
1%0-E0 1960-65
Agriculture 14,860 15,800 16,330 19,000 1.0 3.1
Menufactuing 1,740 2,500 3,430 5,100 7.0 8.3
Lerge-Scale (370) (960) (1,650) (2,950) 16.1 12.3
Small-Scale  (1,370) (1,5%0) (1,780) (2,150) 2.7 349
Services 8,2u0 9,600 11,850 15,840 3.7 6.0
Total 2h gho 27,900 31,610 39,940 2.5 L .8

Pakistan still has a predominently agricultural economy .

The ennual growth rate in this sector was only 1.6 per cent

lrptd., p. 2.
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over the last 15 yearsl which fell short of population
grovth rate of about 2.5 per cent. The slow rate of growth
in agriculture limited the availability of exportable sur-
plus in agricultural raw materials as well as tended to
dampen the demand for industrial products, since purchasing
power in rural areas was not increasing at a fast enough
rate. However, the growth rate in agriculture has improved
recently from 1.0 per cent in 1959-60 to an estimated 3.l
per cent in 1964-65 he ’l;hls has been due to two exception-
ally favourable crop years, the invigorating effect of
which has been felt throughout the economy. An evaluation
report released by the Planning Commission on April 10, 195,
now estimates the growth in the national income during the
Second Five~Year Plan at 29 per cent, five per cent more

than the target.3

D. FINANCIAL INSTITUTIONS

It is appropriate to examine at this point the
various financisl institutions —— other than development
banks — which operate in Pakistan. This will help us

l1pid., pp. 2-3.
2Tbid.

’The Economist, Vol. CCXV, No. 6348, (April 2k, 1965),

D u'u'l .
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better understand the role played by development banks in
the country's march toward industrialization and will also
serve as a background against which we can evaluate thelr
performance. The institutions examined in the followlng
few pages are the central bank, commerclal banks, Iinsurance

companies and post office saving banks.

1. The State Bank of Paklistan

The State Bank of Pakistan, established on July 1,
1948, 1is the chlef monetary authority of the country. Its
share capital 1s Rs. 30 million, of which 51 per cent has
been subseribed by the government and 49 per cent by the
public.l In this way, compromise has been achleved between
the 1deas of having a shareholders' bank and a state-owned
bank .

As regards management, the bank 1s under the super-
vision and control of a central board of directors and
three local boards, one for each of the three areas of
Karachi, Iahore and Dacca. The central board of directors
consists of the governor and 9 directors, of which 6 are
nominated by the central government and 3 elected by the

shareholders.2

lgovernment of Pakisten, Department of Investment
Promotion and Supplies, Investment Opportunities in Pskistan
(Karachi: December 1963), p. 125

2
S.M. Akhtar, Economics of Pakistan (Lahore: Publishers
United Ltd., 1963), II, p. 26F..
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The State Bank of Pakistan performs the usual
central banking functions, i.e.,

(a) It is the banker of the central and provincial
govermnents, keeps their cash balances, and 1s responsible
for flotation and management of public loans on their
behalf .

(b) It acts as a banker to the other banks of the
country and exercises control over all the banks in the
interest of sound banking practices.

(¢) It has the sole right of i1ssuing currency
notes and is responsible for the management of the currency
system of the country.

(@) It is responsible for maintaining the external
value of the currency and for implementing the exchange
control policy of the govermment.

(¢) It 1s the custodlan of the monetary reserves,
including the reserves of foreign exchange earned by trade.

Over and above these functions, the bank is entrusted
with statutory responsibilities for regulating the monetary
and credit system with a vliew to securing "monetary stabili-
ty" and the "fuller utilization of the country's productive
resources ."1

The State Bank has realized from the outset that in

1Ib1do’ P 265 .
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an underdeveloped country, 1ts effective performance as

a central bank depends upon the growth of a broad-based,
integrated and responsive credit structure and it has,
therefore, taken upon itself certain development activities
in addition to its normal functlons. To start with, the
State Bank organized training facllities to meet the acute
shortage of banking personnel. It played a direct role in
sponsoring the National Bank of Pakisten in 1949. It has
also taken a leading part in establishing the Agricultural
Development Bank of Pakistan, the Pakistan Industrial

Credit and Investment Corporation, the Industrial Development
Bank of Pakistan, and is playing an active role in promoting
and developing institutions for meeting the needs of various

sectors of the economy.

2. Commercial Banks

The commercial banks in Pakistan constitute the most
important source of organized credit in the economy, and
have played a vital role as mobilizers of the liquid savings
of the conmmity. At the end of June 1963, there were 37
scheduled banka,luhlch held deposit resources of Rs.5,188.6

lA scheduled bank 1s one that has pald-up capital
of Rs. 500,000 or more and has been declared to be a
scheduled bank under the State Bank of Pakistan Act, 1956,
Ibid., p. 273.
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million,’ snd 48 non-scheduled banks,® mostly small and
local institutions, commanding total deposits of only
Rs. 15.67 million.

For the purposes of convenience, commercial banks
have been conventionally classified into three groups :
(a) Pakistani Banks, (b) Indian Banks, and (c) Foreign

Banks .

Pakistanl Banks . The phenomenal growth of Pakistani banks

is one of the most striking festures of the banking scene
of the last decade. From the meagre beginning of U Pakis-
tani banks with only 23 branches, by June 1963, the number
had grown to 16 Pakistani banks with 883 branches through-
out the ct::untx-_w,r.]Jr

The main factors in the rapid growth of Pakistani
banks were the support and encoursgement which they have
recelved from the government and the central bank of the

country. A policy of restricting the opening of new
branches by the foreign banks in the interior of the

1

State Bank of Pakistan, Department of Statistics,
Banking Statistics of Pakistan, 1962-63 (Karachi: 1963),
Table 1I, pp. 12-13.

2
Ibid., Appendix III, pp. 201-202.

3Ib1d., Table III, pp. 14-15.

Y1b1a., p. vii.
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coontry was decided upon in 1950, as it was felt that their
management and orgeanization could effectively impede the
progress of Pakistanl banks.l The leading Pakistenl banks
have taken advantage of this situation to rapldly extend
their services into the interior. Starting from a position
of comparative insignificance, they have now come to a pre-
eninent position in the country's banking structure, which
is no longer dominated by foreign banks.

It is worth notiné at this point the role, the
National Bank of Pskisten and Habib Bank Ltd., have played
in the country's development.

The National Bank of Pakistan was established in
November 1949 in the face of a severe finencing crisis in
the jute trade, and within a short period of time 1t com=
pleted arrangements which saved the jute economy from
disaster. In 1950, it performed a similar service for the
cotton trade by rapldly opening a network of branches 1in
the cotton-growlng aress in order to finance purchases and
later worked closely with officilal agencles to operste the
price-support schemes of the govermment. It is today the
largest financier of the jute and cotton trades in the
comtry . Its operations consist of all types of banking
actlvities including short-term industrial credit and

J'Government of Pakistan, Credit Enquiry Commission
Report (Karachi: September, 1959) p. 93.
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financing of a wide varlety of consumer goods and general
merchandise. It also finances imports of iron and steel,
so vitel for the industrisl development of the country .'1

Habib Bank 1s a private bank and was originally
registered in India in 1941. It was the only scheduled
bank of undivided Indla which transferred its head office
to Pakistan. It has already opened 90 branches in the two
wings of the country and has five branches abroad.

Habib Bank has served the country in various ways.
It has treined a large number of banking officlals who now
hold responsitle positions in banking and other allied ins-
titutions in the country, has subscribed share capitesl to
some lmportant credit institutions, and has assisted the
government 1in the procurement and stockpliling of essentilal
commodities, particularly foodstuffs. It has also actively
assoclated itself in the establishment of new industries by
making avallable medium-term finance and issuing deferred

payment guarantees against importation of machinery.2

Indian Banks. Indian banks had a large network of branches

in Pakistan areas before partition, but since then many . -

lrbid., p. 92.

2
SM. Akhtar, op. cito, Poe 2"!‘5.
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have moved out of the country. Thelr activities are more
important in East Pakistan than in West Pakistan, due pre-
sumably to the presence of large Hindu business interests
in that wing.

The Indian banks sre mainly interested in the financ-
ing of Indo-Pakistan trade. But since trade between these
two countries has greatly decreased, thelr operations have
contracted. Moreover, most of them have greatly reduced
thelr business in Pakistan because of the Aincreasing compe-
tition from Pakistenl banks.l "Considering the present
prolitical relations of Indla and Pakistan, the Indlan banks
will (probably) never revive though their rapid decline

seems now stemmed."2 .

Forelgn Banks. These are the banks which have their head-

quarters outside the Indo-Pakistan subcontinent. They are
mostly British and American banks, and are the pioneers of
modern commercial banking in Pekistan. They were primarily
engaged in the financing of foreign trade. But now their
activities have extended to other spheres of business as

well. They finance internsl trade by glving assistence in

ls.n. Akhtar, op. cit., p. 246-47.

2Richard C. Porter, Liquidity and Lending: The Volume
of Bank Credit in Pakistan (Karachl: The Institute of Devel-
opment Economics, March 1963), p. 8.




19

the movement of goods from up-country centres to ports and
also make advances to manufacturing and other groups of
borrowers .t |

In Table IV, we examine the purposes for which
the commercial banks have made advances to various economic
groups and the relative importance of each of these groups.
Comparison is made between December 31, 1963 and Merch 31,

1953, the earliest year for which detalls are avallable.

TABLE U4

CIASSIFICATION OF BANK CREDIT BY
ECONOMIC GROUPS IN PAKISTAN AS

ON MARCH 31, 1953 AND DECEMBER .
31, 1963. .
March 31, 1953 ___December 31, 1963
Economic Group ‘Rse« in Per cent Rs. In b Per cent

millions® of Total millions of Total

1. Agricul ture, Hunt-
ing, Forestry and

Pishing 56 2 9.l 374 .3 8.9
2. Mining and quarry-

1ng - - 7 06 0.2
3. Manufacturing 95 .6 16.0 1,468.9 3k,
4, Construction 8.8 1.5 87 «3 2.2

. Commerce 322 .8 54 .2 1 688 .g ho.

. L, . 100 . 2.
iU (S S A
8. Miscellaneous 36 .0 6.0 172.2 h.o

Total 595 «7 100 ,0 4 214 5 100.0

1s.M. Axhtar, op. cit., p. 246.
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TABIE 4—Continued

8The figures have been extracted from Credit Enquirx
Commission Report - 1959, op. cit., p. 9%.

Prne figures have been taken from Economic Surwey
of Pakistan 1963-6l4 Government or Pakistan, Ministry
of Finance (Rawalpindi: 1964), p. 148.

The most important purpose for which advances are
made by the scheduled banks, as shown in Table 4, is commerce.
This has been a leading purpose throughout the period wnder
study; but its relative importance has decreased from above
50 per cent to . about  : 4O per cent of the total. The gain
has been mostly for manufacturing which improved its position
from about one-eighth to almost one third of the total ad-
vances over the period. Agriculture also 1is receiving more
attention now than ten years earlier though it still claims
less than 10 per cent of the total advances.

The report submitted by the Credit Enquiry Commission
in Septenber 1959 identified three problems in the commercial
banking field.1 First, they foumd that commercial banks were
confining their operation almost entirely to the provision
of short-term working capital for commerce and industry.

This 1s quite understandable since their deposits, being
mostly demand deposits, cannot be locked up for long periods.

1Credit Enquiry Commission Report, op. cit., pp.93-100,
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The solution as suggested by the Commission was to create
alternative institutions for long-term loans when needed.

The second problem arose out of the over-concentra-
tion of credit. A striking disproportion was found between
the total credit extended to the largest loan accounts and
the small amounts committed for loans below Rs. 25,000,
While recognizing that the pattern of credit is determined
by factors outside the control of banks, the Commission
recommended that "measures should be considered to graduslly
direct a somevhat greater flow of eredlt towards borrowers
at the lower end of the scale."l

The third defect relates to the geographicel cover-
age of banking facilities. The Commission found "a measure
of dissatisfaction with the pace of growth of the offices
of the scheduled banks especlally in the less developed
parts of the country."2 No doubt, the growth of banking,
remarkable though it has been in Pakistan, falls much
shorter of the needs of the économy. The Commission re-
commended that a system of financlal assistance be evolved
to encourage Pakistani banks to open branches in the interior.

The danger, however, is that under the protection of financial

1
Ibid-. P- 100o

2Ibid.
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assitance by the State Bank of Pakistan, many umeconomilc
bank branches may be established which may be difficult
to eliminate later. Some safeguards are needed ageinst
such a contingency. The situation in this respect has
not changed much since the report was submitted.

Broadly speaking, industrial enterprises require two
different types of finance: (a) fixed or blocked capital,
and (b) floating or working capital. The former includes,
usually, not only the 1n1f1a1 capital for the purchase of
land, the construction of factory buildings and purchase
of machinery, but also the funds required for extension,
replacement and modernization. The floating or working
capltal 1s required for the payment of wages, purchase of
raw materials and other sumdry expenses.

The Credit Enquiry Commission found that while the
working capital needs of large industries are being adequate-
ly met by the commercial banks, accommodation for their
fixed capltal requirements is deficlent. Further, the
Commission underlined that "the lack of special arrange-
ments for medium-scale and small-scale industries consti-
tutes a lacuna in the institutional structure for indus-
trial finence in Pakistean which must be corrected.“1

Some of the Industries have been able to plough

1
Ibid o, Do 118 .
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back a substantial proportion of their profits into reserves
for expansion and in this policy they have been encoursged
by tex incentives after the 1955-56 central budget.l But
not all industrisl enterprises can rely on self-financing
for growth. And turning to the Stock Exchange is not much
of 2 help, consldering 1ts embryonic nature.

The most important instrument for financing and
managing industry in the Indo-Pakistan subcontinent has been
the well-known Managing Agency system. Managing agencies
are usually firms of repute which undertake to promote,
finsnce and mancge industries. They are ususlly partnerships
and sometlimes joint-stock companles formed for floating a
concern and managing it. Originally, they appeared because
of Hindu joint family system and peculiar economic condit ions
in India where managerial talent and financilal facilitiles
were lacking. They have been widely criticized for their
monopolistic powers and unscrupulous methods. But the best
among them have done good service to the industrial devel-
opment of the subcontinent.

Most of the existing managing agencles moved to India
after partition, but in recent years a few Muslim managing
agencles have come into being in Pakistan. The Pakistan

Industrial Development Corporation, which was government-

1s.u. Akhtar, op. eit., p. 48.
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spongsored, became the most important managing agency. 1t
sponsored a number of enterprises in collaboration with
private industrialists. PFacilitles for providing blocked
capital, however, were not adequate, particularly during the
early years after independence . Two institutions, viz.,

the Pakistan Industrial Credlt and Investment Corporation
and the Industrial Developnent Bank of Pakistan, were
created by the government to £11l1l this gap — thelr object
being "to make medium and long-term credit more readily

avalilable to industrial concerms in Pakistan" .1

3. Insurance Companies

Insurance, besides its primary function of providing
rrotection against risks, also serves as an effective device
for promoting personal sevings and capital formation. Small
anounts contributed by individuals in theilr own self-interest
aggregate to sizeable funds in the hands of insurance compa-
nies which can be utilized for long-~-term investment.

Paklstan had a very meagre share of insurance facili-
ties in pre-partition days. Partition and disturbances
which accompanied and followed 1t affected insursnce busi-
ness in two ways: first, due to the great loss of life and
property that occurred, insurance companies had to face heavy

claims on them; second, the movement of non-Muslims, who were

lgovernment of Pakistan, Central Statistical Office,
Pakistan Statistical Yearbook, 1963 (Karachl: 1964), Table 102
po éEOo
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controlling this business, left Pakistan giving a heavy
blow to this aspect of economic life. Many of these
insurance companies transferred thelr offices and assets
from Pakistan to India. Since then the Iinsurance business
has expanded rapidly in Pakistan. The gross direct pre'mi-
uns pald per year on casualty insurance has increased from
9.6 million in 1948 to Rs. 84.0 milllon in 1961.1 At
present there are 74 insurance companies in Paklstan out
of which 29 are Pakistanl conrlp.ts.u'xleuii,a and they now account
for about 50 per cent of the total insurance business in
the country .3
In spite of recent progress, however, insurance
business in Pakistan 1s still in infancy. The per caplta
life insurance 1s one of the lowest in the world, being
approximately Rs. 7 as against Rs. 29 in India, Rs. 2,288
in the United Kingdom, Rs. 10,918 in U.S.A, and Rs. 8,333
in Cansu?la.IL Insurance has not contributed any large amounts

to capiltel formation in Pakistan: during the past few

1

Government of Pakistan, Central StatlsticalOffice
Pakistan Statistical Yearbook, 1963 (Karachi : 1964),
Table 102, p. 2040,

2
Ibid., Table 101, p. 240.
3

’

S«M. Akhtar, ops. cit., pp. 252-54.
uCredit-. Enqulry Commission Report, op. cit., p. 172.
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years insurance companies have been investing only Rs. 15
to 20 million annually.l Most of the insurance business
concerns fire insurance, marine insurance and insurance
against accildents. Much of the premiums is absorbed by
claims and operating expenses.

There 1s considerable scope for the expansion of
insurance business in Pakistan. Gradual extension of
postal 1ife insurance to phe rural areas, as recommended
in the First Five-Year Plan and suggested by the Credit
Enquiry Commission, could be a means of increasing premium

income.

b, Post Office Saving Banks

The Post Office is the oldest government agency for
the collection of small savings from the general public.
Approximately 7,600 out of a total of 15,000 post offices
in the country are carrying on saving bank buslness.2

Compared to certain foreign countries like Japan,
U.K. and Australia, the performance of the post office
agency 1n the mobilization of savings cannot be considered
satisfactory. This 1s attributable largely to the general
lack of saving mindedness in the rural areas and partly

1
Credit Enquiry Commission Report, ops eit., p. 171.

2Ib1d.
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to the administrative limitations under which the post office
discharges its savings bank work. The number of post offices
which have separate staff exclusively for this purpose 1s
limited and savings bank business 18 treated as a subsidlary
function of the post office. I

However, the recommendations made by the Credit
Enquiry Commission to improve the performance of the post
office agency are réceiving the active consideration of the

government, and when implemented sre sure to make this par-—

ticular service more widespread in the country.

E. ECONOMIC IMPEDIMENTS

It 1s an established fact that investment 18 necessary
to economic growth. Hence, saving 1s necessary to growth,
s8ince there can be no investment without savings.

In 1963, per capita income in Pakistan was Rs. 259,2
which is very low compsred to that of the more advanced
countries. In spite of the efforts put forth by the govern-
ment, per capita income has failed to rise by any appreciable
degree. Such a low level of income hardly permits any savings
by the household. An average family spends about 64 per cent

of 1ts income on food, which lesves little money for investment

lIbld.

2PICIC at Work, op. cit., p. L.
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in productive endesvors. Low income implies little invest-
ment, and little investment keeps the income from rising.
This 1is the familiar viclous cycle in which underdeveloped
countries like Pskistan are gaught. For development to
take place, there must be a break in this cycle. As Rostow
aptly observes, it 1s a necessary but not sufficlent condi-
tion for the take off that "the proportion of net investment
to national income (or net national product) rises from,
say, 5 per cent to over 10 per cent, definitely outstrip-
ping the likely population pressure, ... and ylelding a
distinct rise in real output per capltal.'l

It 1s in the rural areas =- where 1s concentrated
more than 80 per cent of the population =~ that the problem
of poverty 1s acute. Pakisten's economy 1s actuaslly a dual
economy: the urban areas display an industrial money economy,
while the rural areas have a subsistence agricultural economy.
Thus, while the urban population uses money for its transac-
tions, in the rural areas most deals sre made in kind.

Obviously, individuals who rarely use money as a
means of exchange are hardly in a position to accumulate

oy
substantial amounts of savings. As for those who live in

the urben centres and can afford to save a proportion of

their income, they usually prefer to invest their funds in

1
W.W. Rostow, The Stages of Economic Growth (Cambridge:
The University Press, 1960), De 5/
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the traditional channels such as real estate and commerce

rather than embark on new and risky ventures.

SOCIAL-CULTURAL IMPEDIMENTS

The social values prevailing in the rural aress of
Pakistan glso discourage the formation of savings. The gene-
ral feeling is that nothing can be done about poverty or
ageinst fate. Actually, there 1s greater concern over ensur-
ing one's position in the next world than in this one, and
"imnecessary consumption" is considered sinful. Wants being
limited by habits and taboos, there is no incentive for
working harder and earning more money.

Another value-orientation which discourages hard
work is the fact that inherited wealth 1s considered soclally
more desirable than income from one's own efforts. In fact,
a person's soclal position tends to be inversely related to
the degree to which he personally supervises his wealth.
Menual work is looked upon with scorn and considered degrad-
ing. White-collar jJobs earry greater prestige and are very
much sought after by the semi-educated population.

One of the main obstacles to the mohilization of
savings in Paklistan 1s the extended family system, which pre-
valls in the rural aress. A family household usually includes
three or more generations. Land 1s jJointly owned and operated,

and all resources are shared. If a man goes to city to look
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for work, he usually leaves his wife and children with his
parents and sends money home for their support.

The extended family system has tremendous advant'ages
in socleties 1living at a subsistence level, but it seems not
to be appropriate to socleties where economic growth is
occurring. While in the former, the extended family cons-
titutes a form of insurance against 1llness and o0ld age =

"lew in the latter, 1t is almost

"a means of soclal security
certainly a drag on personal effort. Initiative is likely
to be stifled if the individual who makes the effort is
required to share the reward with many others. To quote
Lewis, "such a system 1s a drag on initiative because it
provides everyone with automatic insursnce agsinst want,
thereby diminishing mobility, thrifts, and enterprise."®
Another important consideration 1s that the extended
family system, along with the prevailing religious bellef,
encourage a high birth-rate. The fact that a large proportion
of the population consists of children has two relsted out-
comes: first, the proportion of population which is "gain-

fully occupied" or “economically active" 1s greatly reduced:

1W.A. Lewis, The Theory of Economic Growth (London:
George Allen & Unwin . , Do .

2
Ibid., p. 114,
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second, the adult population assumes a considerable burden,
for it has to devote time and resources to bringing up
children which could alternatively be used for railsing '
the living standard of adults.



CHAPTER II

PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
(PIDC)

A. HISTORY AND SCOPE OF ACTIVITIES

The first development corporation in Pakistan == PIDC —
came into existence in 1950 by an Act of the Parliament. How-
ever, the first board of directors was not appointed wmtil
January 1952« The primary object of the corporation was to
promote basic industries which other industrialists were eilther
unable or unwilling to undertake. The corporstion aimed to
combine government initliative and finance with private enter-
prise. The emphasis of the corporation was on promotion and
not on ownership of industries. The PIDC Act, 1950 limited
the operations of the corporation to 14 industries listed in
the schedule, namely, jute, paper board and newsprint, heavy
engineering (including iron and steel), ship buillding, heavy
chemicals, fertilizers, sugar, cement, textiles, natural gas,
chemicals, pharmaceuticals and dyestuffs, development of power

from natural gas, petro-chemicals and coal and peat.l

lPakistan Industrial Development Corporation, The Role

of PIDC in the Industrial Development of Pakistan (Karachi:
November, 1960), p. 1.

32
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As industries became a subject for the provinecial
governments, PIDC was bifurcated on July 1, 1962, into two
provinclial corporations, viz., East Pakistan Industrial
Development Corporation (EPDIC) snd West Pakistan Industrial
Development Corporation (WPIDC). The two corporations are
twin institutions with similer alms of developing basle
industries in their respective provinces.

During more than a decade of 1ts existence, PIDC con-
centrated on the development of large-scale basic industries.
The corporation took initiative in promoting enterprises
that required heavy initial capital outlay, or which took
a long period to construct, or which involved complicated
processes requiring high degree of technical knowledge and
operating experience. It also attempted to rectify the lop-
slded industrial development arising from an excessive
concentration of industries in a few large towns. However,
the corporation refrained from setting up Industries, though
within 1ts charter, which were receiving adequate attention

from private investors, such as, cotton textile mills.1

B. SOURCES OF FINANCE
The original capital of the corporation was Rs. 10
million divided into one hundred ordinary shares, of which

e l1>Invc,. Progress Report on Projects (Karachi: May 1962),
PDp [=C.
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one half of the shares were 1ssued and subscribed in full
by the Government of Pakistan.l

All the finances for the projects undertaken by fIDC
came from annual budgetary grants of the central government,
and such private capital as the corporation was able to |
attract. This was supplemented by forelgn ald and loans,
and working cepital loans obtained from Pakistanl banks on
normsl commercial terms.2

The government budgetary grant averaged from Rs.150
to 200 million per year and constituted the bulk of the
capltal Investment of PIDC. A substential part of the
government finance was in the form of foreign exchange .3
Table 5 shows, in a summary form, the total funds received
from and refunded to the government.

Private participetion in PIDC enterprises varied
from project to project. It constituted about 28.4 per
cent of the total investment in the completed 54 projects

upto June 30, 1962. Part of the private capltsl came from

1.
The Role of PIDC in the Industrial Development of
Pakisten, op. cit., p. 3.

2
Interview with the Public Relations Manager, WPIDC,
Karachi, on May 4, 1964.

3The Role of PIDC in the Industrial Development of
PaklstanJ OD« cito, D. 3.
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TABLE 5

STATEMENT OF FUNDS RECEIVED FROM AND 1
REFUNDED TO THE GOVERNMENT OF PAKISTAN
June 30, 1961
(Rs. 1in M1llions))

Totel funds rec'd Refunds to Govt. Net fnds rec'd.
upto 30th June 1961 upto 30 June 1961 upto 30 Jun '61

Companies under
other management 222 .8 ' 153.9 68 .9
Companies under :
PIDC management 4ol 4 13.8 480 .6
- Underway projects 352 .8 - 352 .8
Completed in Produc-
tion 22945 - 229.5
. Revolving Credit 5.0 - 5.0
Middle East Jute Mills 12 5 ~ 12 .5
1,317.0 1677 1,149.3
ey ——+1 + | =====—=== S==T==S=T==T==

the forelgn investors, notably £ 1.0 million each from Burmah
01l Company and the Commonwealth Development Corporation.
Smaller amounts were invested by the Inchecaspe Group in the
Star Jute Mills, Khulna; by Bayers in the Dyes and Chemical
Plant at Daudkhel; and by May & Baker in the Pakistan Pharma-

ceuticals Ltd. at Dacca.2

1
PIDC, Annual Report, 1%60-61 (Karachi: 1961), p. 55.

®Interview with the Public Relations Manager, WPDIC,
Karachi, on May 4, 196k4.
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PIDC recelved foreilgn ald from a number of countries
to finance some of the projects. By October 1960, the total
amounted to Rs.l1%8 million when a consortium of a number'of
countries and institutlions interested in the development
efforts of Pakistan was formed which committed a total aﬁount
of US § 549.3 million in the form of grants and loans for
various development projects during the Second Five-Year
Plan perlod.l
C. ACHIEVEMENTS OF THE PAKISTAN

INDUSTRIAL DEVELOPMENT CORPORATION

In its life time —~from July 1952 to June 1962 —
PIDC was responsible for completing 54 projects .at a total
cost of Rs. 1,309 million. Of these, 37 projects were con-
verted into public limlted compenies, and shares were offered
for public subscription. The total pald-up capltal of these
companies amounted to Rs. 820 million of which Rs. 526 mil=-
lion was provided by PIDC and the remaining Rs. 294 million
was subscribed by private investors.© Table 1 in Appendix B
provides a 1list of these pro jects and the share of PIDC as
well as that of private investors in the cost of each of
these projects. A study of this table shows that PIDC

a4,

2PIDC, Progress Report on Projects, op. cit., p. 8.
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undertook the establishment of projects in all the industries
assigned to 1t, elther on 1ts own or in partnership withl
private entrepreneurs. Included among them were twelve
Jute mills; three paper, cardboard and newsprint mills;
three ship-bullding and repair yards; five sugar mills;
two cement factories; three fertillizer factories; four che-
mical plants; one penleclllin factory; one dyestuff plant;
three woollen mills; two cotton textile mills; a ges trans-
mission pipeline from Sul to Karachil and another from Sul
to Multsn; two ges dlstribution companies; and development
of coal mines. The corporation undertook surveys and inves-
tigations comnected with the prospecting of iron ore. Fur-
ther, to modernize cotton ginning, six model cotton ginning
factories were established by PIDC in West Pakistan.

The total value of the goods produced by PIDC upto
June 30, 1961 was estimated at Rs. 3,004.9 million whereas
armual production during 1960-61 was valued at Rs. 632.88
million. Table 2 in Appendix B gives itemwise distribution
of production of PIDC projects and table 3 gives the foreign
exchange earnings of these projects during the same period.

Besides completed projects, there were 16 other pro-
Jects, under various stages of completion, in both wings of
Pakistan on June 30, 1962. These included five jute mills;
two paper and cardboard mills; two coal development schemes;

one 1lron and steel mill; one cotton . mill; one pharmaceutical
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factory; one fertilizer factory and one cement plant expan-
sion project. These on-golng projects were estimsted to
cost Rs. 619.47 million. Table 4 in Appendix B provides
the details.

PIDC was alsc responsible for setting up four jute
factorlies in various countries of the Middle East. The follow-

ing table gives the investment of PIDC in these jute factories.

TABLE 6

PIDC'S INVESTMENT IN MIDDLE EAST JUTE MILIsl
June 30th, 1961

Neme of the Project Amount Invested
(Re. in Millions)

1. EGYPT:
Jute Products, Cairo 2,720,896
2. TURKEY:
Turkish Jute Mills, Ankara 5,853,546
2. IRAY:
Irag Jute Mills, Baghdad 1,994,788
L. LEBANON
National Industries, Beirut 1,173,192
11,742,122
b —+ + 3+ —+ + -+ & -

1PIDG, Annual Report, 1960-61, op. cit., p. 74.
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D. PROFITABILITY

On June 30, 1961, the total assets of PIDC were
estimated at Rs. 67.192 million and the profit and loss
statement of the same year showed a net profit of Rs. 5.418
million. In the early years of 1its , the corporation earned
meagre profits, aﬁ most of 1ts work was primarily of dévelop-
ment nature. Also, profit conslderations played insignifi-
cant role in the cholice of its enterprises. Nevertheless,
as the corporation overcame initial hurdles and acquired
experience, it began to show profit. Total profits of the
corporation, from its inception in 1952 to 1961 amounted
to Rs. 20.93 million. Table 7 gives the net profit figures
for three years from 1959 to 1961.%

TABLE 7
PIDC'S PROFITABILITY
1959-61
Fiscal Year end Net Profit After Tax
June 30 Rs. in millions.

1959 1.1
1960 7 .28
1961 5 42

1
PIDC, Annusl Reports for the Years 1959 to 1961.
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The chlef sources of income for the corporation were
dlvidends received from the PIDC sponsored companies and the
capltal galns realized from the sale of shares of 1ts com-
pranies to private investorse. However, the net profit
figures given in the above table are exclusive of the losses
that the corporation incurred as a result of converting its
projects into joint stock companies and selling them to the
private investors at less than their cost. Such losses,
upto June 30, 1961 amounted to Rs. 18.25 million.

In Appendix C is given the balance sheet and the
income statement of the corporation for the year ended

June 30, 1961.

WEST PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION (WpIDC)
AND
EAST PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION (EPIDC)

E. SCOPE OF ACTIVITIES

As pointed out earlier in the chapter, the two
provinclal development corporatlons came into existence as
a result of bifurcation of PIDC - the parent organization -
on July 1, 1962. The primary aim of the two twin organiza-
tions continues to be the same, l.e., promotion and develop-
ment of essential industries which the private enterprise

is either unable or unwilling to undertake. The operations
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of EPIDC 1is confined to the same 14 industries named in the
PIDC Act of 1950, whereas WPIDC's charter now extends to 16
Industries; viz., jute; paper, cardboard and newsprint:
heavy engineering, including 1ron and steel; ship bullding;
heavy chemicals; fertilizers; sugar; cement; textiles;
chemicals, phnrmdceuticala and dyestuff; coal and peat;
exploltation of marine fisheries; industries based on forest
products; development of cottage and small industries: ref=
ractory products; and clay products.l

The two corporations, each in its respective pro-
vince, are responsible for:2

1. Planning, promotiing, organizing, implementing
programmes for the establishment of industries listed in
the schedule to the ordinance;

2+« exploration, exploiltation and development of
minerals and mines; and

3. exploration, exploitation and development of any
raw material which the central government may entrust with.

The two corporations =re also authorized to

1. sponsore limited companies and act as managing

agents for such companies, unless directed otherwise by the

lInterview with the Public Relations Manager, WPIDC,
Karachi, on May 4, 1964,

2
Interview with the Secretary, WPIDC, Karachi, on
May 9, 196“"’0 .
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government;

2. 1ssue the capitsl required for the aforesaid
companies for public subscription and if any portion there-
of remains unsubscribed efter the expiry of the closing dgte
for the public subscription, subsceribe on behalf of the
government

7. underwite the whole or any portion of the capital
1ssued for the aforesald companies; and

L. sell or transfer the shares subscribed for by 1it,

when they consider the time opportime.

F. SOURCES OF FINANCE

The two corporations were set up with an authorized
capital of Rs. 10 million each, divided into one humdred
fully paid-up shares, of which 45 shares of each of the
corporations have been issued in the first instance to
the government and the remaining shares may be issued from
time to time by the corporations with the previous sanction
of the respective provincial governments.l

The snnual budgetary grants of the provincial govern-
ments are the chief source of the torporations' finances,
being supplemented by such private capital as the corporations

ére able to attract, foreign =214 and loans and working capital

1

Economic Advisor to the Government of Pakistan, Ministry
of Finance, Financlal Institutions (Rawalpindi: May, 1964),
pp. 7% and 87. '




43

obtained from Pakistani commerclal banks on normal commer-
clal terms. A substantial part of the government finance

is in the form of foreign exchange.l

G . MANAGEMENT AND ORGANIZATIONAL STRUCTURE

The general directlon and administration of each of
the corporations and its affailrs is vested in their respec-
tive board of directors headed by chairmen. The respective
provincial governments appoint the chairmen snd the other
members of the boardsof directors. The boards of directors,
in discharging their functions, act on commercial congidera-
tions and are only guided on policy matters affecting
national interests through directions glven by the provin-
clal governments concerned. The extent of government control
and supervision is, otherwise, limited to essential matters
like the appointment of chairmen and directors, approval of
annual budgets, development Schemes, financing arrangement,
the terms of sale of corporations' projects to private
parties and the auditing of accounts.2

The chairman and the three directors share among
themselves the control of each of the corporations' enter-

prises. The organization of EPIDC, which is similar to its

1
Interview with the Public Relations Manager, WPIDC
on May Y4, 1964.

EInterview wlth the Secretary, WPIDC, Karachi, on
May 9, 1964. .

]
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counterpart in West Pakistan, is described by Chart I. The
chairman of EPIDC is responsible for the management of Juﬁe
industries, natural ges transmission, iron and steel indus-
try, purchasing, and public relations departments. The
remaining of the industries are controlled by the other
two directors, while the third director 1s responsible for

Finance and Accounts departments.

H. MODE OF OPERATION

Like the parent organization, the policy of the two
provincial development corporations has been to supplement,
-}athar than to supplant, private enterprise. Secondly, the
emphasis of the corporations is on promotion and not on
ownership of industries.

To initiate g project, the provinecial corporation
carrles out a preliminary survey for which each of the cor-
poratlons is provided with a revolving credit of Rs. 5 mil-
lion. Efforts are made to assoclate private capital from
the very beginning. If the private participation is not
immediately forthcoming, the project 1s carried out by the
corporation alone. After the project is ready, efforts to
attract private capital, or to sell the project, are renewed.
If there 1s no success even at thet stage, the project is
converted into a Joint stock company and the shares are

placed on the market with the corporation acting as managing
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I. INVESTMENTS
¥PIDC — On bifurcation of the parent organization, WPIDC
inherited 33 completed and 4 on-going projects in the field
of the large-scale industry. The total cost of the projects
handed over to WPIDC was Rs. 1,371.0 million of which PIDC's
Investment amounted ton Rs. 1,196.8 million.2 Since then,
by June 30, 19%%, WPIDC had completed two of the on-going
projlects and sponsored additional 72 projects. Of these 72
projects, 27 were in the field of large~-scale industry; viz.,
Jute manufacture, paper, cardboard and forest industry,
heavy engineering, shipbuildi g, fertilizers, sugar, cemeng,
textiles, chemicals, coal, natural gas, salt mines and ref-
ractories, and two survey and development schemes; and 43
small industry projects. The small industry projects inclu-
ded S small industrial estates, 16 cottage industries devel-
opment centres, 8 service and common facllity centres, and
10 miscellaneous projects.

The detalls of investment by WPIDC and private
interests are given in tables 5 and 6 in Appendix B.

1
Interview with the Public Relations Mansger, WPIDC,
Karachl, on May 4, 196k,

2Economlc Advisor to the Governmment of Pakistan
Ministry of Finance, Economic Survey of Pakis tan, 1963-&#,

op. cit., p. 40O,
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The completed projects of WPIDNC produced a total
output valued at Rs. 368.5 million during the year 1963-64,
of which goods worth 4.4 million were exported . Table 7
in Appendix B provides commoditywvise break-up of the output.

EPIDC — On July 1, 1962, the former PIDC's investment in
varlous projects in East Pakistan was valued at Rs. 8%2.7
million of which EPIDC inherited Rs. 558.1 million.® Since
the bifurcation of PIDC, sPIDC has increased sppreciably the
Pace of investment in East Pakisten. During the first year
upto June 1963, the corporestion invested Rs. 113.3 million
on developing various industries and the investment increased
to Rs. 205.7 m1llion in the year 196364 .2

Upto June 30, 1964, the corporation completed 6 pro-
Jects - raising the number of completed projects to 27 with
a total investment of Rs. 890.0 million. Included among
the completed projects were 16 jute mills, 2 paper and news-
print mills, 2 ship and dockyards, sugar mills, 1 fertili-
zer factory, 1 pharmaceutical factory, and 1 textile mill.)

The corporation had a fairly long 1list of on-going

1
Ibid., p. 42.

2Abaul Haflz, "Survey of Activities since Bifurcation,"
Industry (Dscca: July-August, 1964), Vol. 2, No. 4, p. 143,

3
Iblda' Pe lu'll'o
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and proposed schemes during 1964. There were 39 approved

projects under implementstion, of which 15 were on-going

and 24 new. These included 15 jute mills of 250 looms

each, 1 hardboard factory, expansion of Khulna Newsprint.

Mills, 5 suger mills including eéxpansion of one existing

mill, iron and steel works, Chittagong, 4 chemical plants,

1 natural gas fertilizer factory, one dry dock, installation

of 500 looms in Muslin Cotton K111, etc. The completion

of these projects 1s estimated to cost Rs. 1,448,7 million.1
The completed projects of EPIDC produced goods worth

Re+ 727.6 million in 1963-6Y4, of which goods exports amounted

to Rs. 410.8 nillion. This represented an increase of

Rs . 171.0 million in production and Rs. 61.2 million ex-

ports over the year 1962-63.2

J « PROFITABILITY

Yhile the last two years' financial statements were
not available, the two corporations are revorted to have
continued to show profits during more than two years of
thelr exlstence. Exclusive of losses resulting from con-

verting corporation's enterprises into jJoint stock companies,

1Ib1d., pe 144,

2
A X .M. Hafizuddin, "Two Years of EPIDC: An Evalua-
tlon," Industry, op. cit., p. 132.
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EPIDC's profits during 1962-63 were at Rs. 24.8 million, and
this figure rose even higher during 1963-64.1 Similar pro-
fit trend was observed in WPIDC, though actual figures were
not available .2

The two corporations! performance shows that they
have reached a stage of maturity, backed by more than a
decade of experience in the development of basile industries
in Paklistan. Commerciel conslderastions in the choice of
enterprises and their expsnsion are playing increasingly
important rcle. PBoth the corporations during the Third Five-
Year Plan, 1965-70, are moving shead with confidencein the
field of heavy industry to meet the country's challenge of

self-gufficlency in industrial machinery and equipment.

1abaul Hafiz, op. cit., p. 140,

Interview with the Public Relations Manager, WPIDC,
Karachi, on May 4, 196k,



CHAPTER III

THE PAKISTAN INDUSTRIAL CREDIT
AND
INVESTMENT CORPORATION LTD.

( PICIC )

A. HISTORY AND SCOPE OF ACTIVITIES

On November 1957, fhe Pakistan Industrial Credit and
Investment Corporation (PICIC) was founded after 1nitial
negotiations between a steering committee consisting of
private businessmen, the government of Pakistan, the State
Bank of Pakistan, and the International Bank for Reconstruc-
tlon and Developnent. The corporation was orzanized as a
privately owmed development bank under the Companiles Act
of 1913,

The main oblectives of the Corporation are to assist
industrial enterprises in the private sector by helping
them in their creation, expsnsion and modernization, as well
a8 by the eéncouraging, sponsoring and faciliteting prartici-
ration of private capltal in such enterprises. The assgig-
tance may be afforded in any of the following forms:l

1
Articles of 3ssociatlon, PICIC, Karachl, pp. 1-2.

50
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(a) providing finance in the form of long- or medium-
term loans or share participations;

(b) sponsoring and underwriting any issue or conver-
sion of shares and securities;

(¢) guaranteeing or counter-guarsnteeing loans and
obligetions;

(d) making funds available for re-investment by caus-
ing the transfer of shares ana securities and by
revolving investments as rapldly as prudent; and

(€) furnishing managerial, technical snd administra-
tive services to Pakistani industry.

An 1mportant feature of the corporation's scheme of
asslstance 1s that 1t can not only provide loans for industry
but may also subscribe to share capital. It may provide
loans both in local and foreign currencies.

The corporstion does not normally take direct part
In the management of enterprises financed by 1t, but it may
in special circumstances seek to apooint a director to re-
present 1ts interests.

PICIC 1s precluded from participating financially
or otherwise in public enterprises. The provision of short-
tern working capital loans 18 also outgide the scope of 1its

activities.l

1
Credit Enguiry Commission Report, op. cit., pp. 112~

113.
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B. SOURCES OF FINANCE
PICIC derives 1its financlal resources from its pald-
up cepitel and reserves, long-term government loans, and |

foreign credit.

1l. Ceapltal and Reserves

PICIC has an authorized share capital of Rs. 150
million, of which on December 31, 1963, Rs. 40 million was
pald-up and the corporation had reserves and surplus in the
amount of Rs. 7.35 rnﬂ.llion.:L

0f PICIC's capltal, 60 per cent has been subscribed
by private Pekistani investors, while the remaining 40 per
cent 1s held by the International Finance Corporstion and
private interests in USA, UK, Canada, Japen and West
Germany. Table 8 shows the composition of the shareholdings

in PICIC.

TABLE 8

COMPOSITION OF SHAREHOLDINGS IN PICICZ
June 30, 1963

Rs. in Per cent
Millions
Pakistenl shareholders 24 .00 60«0
U.X. Shareholders 4,36 10,9
U.S.A. and Canadlan shareholders .32 10.8

1
PICIC, Sixth Annual Report, 1963 (Kerachi,1964), pp.8-9.
2 .

PICIC, PICIC at Work (Karachi; August 1963), p. 8.
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TABLE 8-=Cont inued

Japanese Sharehclders 2 .92 73 .
Yest Cerman Shareholders 2 .40 640
I IF -C " » 2 .00 5 oO
Total 40 .00 100 .0

The bulk of the Paskistani portion of the capltal is
held by ins t1tut lonal investors, 1.e. banks, insurance com-
renies and investment houses; but there is also a large
number of private individual shareholders located 211 over
the country. There are approximately 800 shareholders,
Yoth locel and forelgn .l

2+ Government Assistance

The Government of Pskistan, as a measure of assist-
ance to PICIC, has advanced two long-term losns of Rs. 30
million each. The first advance granted in 1957 is interest
free, while the second, sanctioned in 1961 carries an inte-
rest of U per cent per annum. A special festure of these
advances is that until repaid, . they are subordinated to all
other debts, liabilities and share capital of the corpora-

tlon. Therefore, these advances are considered as equlity

1
Interview with the Secretary, PICIC, Karachi, on
Ma_y ?, 196"1’0
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for the purpose of debt-equity ratio.t

3. Forelgn Currency Borrowings

Besides rupee funds, the corporation requires foreign
currency resources to meet the industry's demend for import
of capitel goods and machinery. For this purpose, PICIC
obtalned long-tern credit loans in foreign currencles from
various sources. At the end of 1963, the corporation had
total credit of § 118.40, granted with the Government of

Psklstan guarantee as under .

TABLE 9
PICIC'S SOURCES OF FOREIGN EXCHANGE CREDITS
As on December 31, 1963

Agency/Country $ in Millions
IBRD | 49,20
West Geruany 25 «00
U.S.A. (AID) 21.70
Japan 12,00

France 8 .00

U.K. 250

Total 118 .40

1
Interview with the Secretary, PICIC, on May 7,1964.

2
PICIC, Sixth Annual Report, 1963, op. eit., p. 5.
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C. MANAGEMENT AND ORGANIZATIONAL STRUCTURE

Control of PICIC's policy and administration is
vested in a board of directors comprising of 20 members, of
whom 12 are elected by private Pakistani sﬁareholders, 5 by
forelgn shareholders, and three are appointed by the Govern-
ment of Paklstan. The government and foreign directors do
not enjoy any speclal powers and all decisions are taken on
a majority basis. The board qf directors meets once every
quarter. A standing committee of the board, consisting of
six directors, meets roughly once s month.

The chlef executive of PICIC 1s the General Menager
who 1s at the head of four main departments, viz., Operations
Department, Economic and General Department, Secretary's
Department, snd Accounts Department. Chart II shows the
organizational structure of the corporation.

The operations department deals directly with the
clients and is responsible for appralsing losn applications.
It 1s manned by financial analysts, Industrial engineers,
and marketing research speclalists.

The Economic: and General Department 1s concerned
withkeeping a check on the utilization of loan funds in
accordance with the terms of the loan and their I ecovery on
schedules. In addition, this department maintains regular
contacts with the clients after the sanctloning of the loans,
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watches carefully the construetion of the projects, and,
therefore, the success of their operation. TIn the event of
any difficulty, i1t furnishes the necessary help and advice-
to the project owners.

The Secretary's Department handles the secretarial
and administrative work of the corporation, whille the
Accounts Department 1is responsible for preparing aend keep-
ing the books of accounts andlother financial records of
the corporation.

Besldes the Head Office in Karachi, there are two
regilonal offices, one at Dacca (East Pakistan), and the
other at Lahore (West Pakistan). The regional offices are
primarily responsible for receiving loan applications within
thelr areas and carrying out a preliminary project appraisal.
The projects are, then, routed to the Head Office for de-
t2lled analysis and examination by the project appralsal
committee. The regional offices, in addition, supervise
sanctloned projects within their areas under the overall
directlon of the Head Office.

The corporation maintains a slzable staff of finan-
clal analysts, engineers and market speclalists. The techni-
cal organization of PICIC 1is mostly centralized within the
Operationa Department, which 1s headed by a senlor executive.

In addition, lawyers are included in the regular
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cadre of the corporetion and are responsible for the prepa-
ration, scrutiny and registration of loan contracts snd
securlty documents. The Legal Division is organizationallﬁ
& part of the Secretery's Department, but works in close

cooperation with the Operations Department.l
D. MODE OF OPERATION

Processing of Loen Applications

The processing of loan applicaetions 1s a highly
critical phase of industrial development benking as in the
s€lectlon of sound enterprises lies the real security for
the losns, and 1t 18 at this stage that unprofitable pro-
Jects may be rejected. Therefore, PICIC has an orderly
and well defined procedure for this process.

Prospective borrowers are reqguired to submit a
loan application furnishing complete information on the
proposed project. Staff assistance is provided in apprasis-
ing the project. In case the project under consideration
1s particularly large or technically complicated, the
sponseors are advised to seek the assistance of sultable
technical consultants end subnit a feasibility report.

Incoming applications in the Head Office go first

to the Economic and General Department for preliminary

1
Interview with the Secretary, PICIC, Karachi, on
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scrutiny and on 1ts recommendations to the Project Appraisal
Committee for their disposel. This committee is headed by
the General Mansger and includes the Deputy Genersl Manager,
the department heads, the Chief Engineer, the Chief Economist,
and the Economic Advisor.

The Project Appralsal Committee examines each appli-
cation carefully and recommends sultable action. Uneconomi-
cal projects are rejected at this stage. Others are routed
to the Operatlions Department for detailed analysis.

PICIC follows a "working party" or a "team basis"
of project analysis. Projects are firsf routed by the
Operations to Economic Resesrch for a clearance on the point
of markets. If no market can be found for the product of a
company, 1%t 1s considered useless to explore technical and
financlal considerations. When s green light is given,on
the market side, the "working perty" takes over. The object
of 1ts analysis is to determine whether the prroject 1s tech-
nically, financially, and economically sownd.

In evaluating a project, not only the quality and
exyperience of the entrepreneurs, the capital structure,
technicel layout, management schemes and sales prospects are
considered, but also the project's sultabulity from the na-
tional point of view. Projects which fall within the scope
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of nationel priorities, as listed in the "Industrial Invest-
ment Schcdules',l process indlgenous raw materials, or are
likely to earn or save forelgn exchenge, are given preference.
All project: reports, when completed by the "working
parties" are sent to the project arpraisal committee from
where the recommended loans go to the board of directors for

sanctlon.z

Terms of Assistance

PICIC does not quote any standard terms for grant of
financlal assistance. Intefest rates vary with the security
offered, the market prospects of the enterprise, the size of
financing, the extent of supervision required, and the gene~
ral level and tendency of interest rates in the country and
abroad. So far, the rates have renged between 6 to 7 per
cent on loans in local currency and 6 1/2 to 7 1/2 per cent
on loans in foreign currencies.3 These rates are only a
little higher than the short-term loans granted by the commer-

clal banks, most of which renge between 3 and € per cent.

1

¢f., pp.90-91.

®Nathaneal H. Engle, Industrial Development Banking
in Action (Karachi: 1962), pp. 92-93.

3Intervlew with PICIC's Legal Attorney, Karachi, on
Mey 12, 1964.

i
Benking Statistics of Pakistan, 1962-63 (Karschi:
State Bank o aklstan), Table , PP+ -bY.
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PICIC's loans are normally granted for a period rang-
ing from 5 to 10 years, which 1s a long enough period to
repay its loan from out of earnings. Repayment of loans is
asccepted 1n semi-annual instalments according to a schedule
determined at the time of commitment. The corporation, as
a rule, does not accept premature payments.

Beilng concelved as a development institution, PICIC
can lend not only against existing assets but also against
the mortgage of prospective aséets which are tocome into
being as a consequence of its financing. In exceptional
cases, 1t may agree to accept a guarantee from a commercial
bank acceptable to it. The corporation may also accept per-
sonal guarantee from the directors of private limited compa-
nies.

As regards equity participation, PICIC is authorized
to participate in the share capital of an enterprise and has
done so on a number of occasions. However, such participa-
tlons are generally combined with a loan. PICIC usually
attaches convertibility provisions to its loans granted
to new and large industrial enterprises, so thet it may,
at option, convert a portion of loan (generally 20 per cent)

1
into equity.

lInterview with PICIC's Legal Attorney, Karachi,
on May 12, 1964.
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E. LOANS AND INVESTMENTS

As outlined earlier, PICIC's chlef objective 18 to
promote the growth of industries in the private sector along
sound lines. The Government of Pskistan brings out perilodi-
cally a document called the "Industrisl Investment Schedule®
wvhose purpose is to provide a 1list of possible industries
(along with desirable investment targets) from which the
private sector cean choose. PICIC can finance any of these
industries upto investment cellings without prior permission
of the government. With respect to industries not covered
by the schedule or not carrying monetary targets, special
vermission for financing is required from the government,
which 1s readily given.l

PICIC began 1its lending operations early in 1958.
After a slow start, it gained momentum and upto December 31,
1963, had sanctioned 434 loans out of which 73 were either
withdrawn or cancelled. As will be observed from statis-

tics in table 10, the volume of financing by PICIC has

been on the increased from year to year.

Ibid.
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TABLE 10
LOANS GRANTED BY PICIC FROM 1958-19631

Year ending No. of Loan Amount

December 31 Projects (Rs. in million)
1958 - 35 41 .8
1959 72 2.2
1960 K 73.8
1961 76 110,7
1962 - % 153 .0
1963 70 189 .5

Total (1958-1963) u3zYy 6210

Less withdrawn or cancelled

by December 31, 1963 73 69.7

Loans in effect on Dec. 31, 63 361 551 «3

Out of a total of 361 loans on the portfolio of
the corporation, aggregating to Rs. 551.3 million as on
December 31, 1963, loans for Rs. 516.2 million were in
forelgn currencies and Rs. 35.1 million in local currency .
Reglonwise distribution of these loans 1is given in table 11

below.

1PICIC, Sixth Annual Report, 1963 (Karachi: 1964),
Pe 3. _
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TABLE 11

REGIONWISE DISTRIBUTION gF LOANS
GRANTED BY PICIC

December 31, 1963

Toans In Loans 1In Percentage
Region Number Local Forelgn Total of
: Currency currencies Total
Karachi 108 6ol 112.1 118.2 21.40
Rest of West
Paklstan 157 7.9 270.0 277 +9 50.50
East Pakistan 96 21.1 134 .1 155.26 28 .20
Total 361 35.1 516 .2 551.3 100.00

In addition to the loans, detalled in table 11, PICIC
financed projects included 13 joint ventures, resulting in
an inflow of Rs. 28.0 million worth of forelgn capital over
and above that supplied by PICIC. PICIC made direct equity
investments amounting ton Rs. €.9 million in projects assisted
by 1t and underwrote 5 public issues for Rs. 16.3 million.
Total acquisitions under underwriting liabllities amounted
to Rs. 1.323 million or only 8.1 per cent of the total amount
underwritten. It also arranged losns from abroad for 6 large
projects in the amount of Rs. 137.5 million. Thus, at the
end of 1963, total assistance through PICIC amounted to the

1
IbidC, P l‘-.
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1
equlvalent of Rs. 725.0 million as imder:
Rs. in Millions

Loans in foreign currencies 516 2
Loans in local currency 35.1
Direct participation in equity 69

Underwriting of public 1issues of which
PICIC had to take up 1.3

Direct loans from abroad for PICIC projects 137 .5

Foreign equity participation in PICIC
financial projects 28.0

T S

Total Rs. 725.0

Although the loans sanetioned by PICIC are widely
distributed among industries, there 1s a fairly heavy con-
centration in textiles, suzar and food processing. This 1is
natural, since, these industries stem from the raw msterials
base of Pakistan. Furthermore, the fact that textliles rank
at the top is hardly surﬁrlslng in view of the important
place occupied by this industry in Pskistan's economy
Textlle industry accounts for about 40 per cent of the
total private investment in manufacturing industries, and
provides %8 per cent of the total employment in all medium
end large scale industrles in the country.z Table 12

1
PICIC, Sixth Annual Report, op. cit., p. k.

2PIGIG, PICIC at Work, op.cit., p. 11.
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reveals the details.

TABLE 12

CLASSIFICATION OF PICIC PROJECTS
BY INDUSTRIES1

As on June 30, 1963

No. of Amount

Industrial Group Projects (Rs in Million) Per cent
: 4 Textliles - Cotton, Wool-
len, Jute and Art silk 100 180.1 3546
IT. Sugar 18 54.0 10.7
ITI. Engineering, metal and
electrical industries 58 49.4 9.8
IV. Food Products & processing 61 46.2 9.1
V. Chemicals and pharmaceuticals 26 42.7 8.5
VI. Inland water Transport 11 37.6 75
VII. Paper, Paper Products and
Printing 14 26.5 5.2
VIII. Cement 1 14.3 2.8
IX. Glass, Clay, Ceramics and
Building Materials 16 12.9 2.6
X. Other Industries L6 41.5 8.2
351 505 .2 100 .0

lIbid s, D= 26 .
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F. INDUSTRIAL PROMOTION

PICIC 18 not only a money lending organization,
but also plays an active role in the promotion of new indus-
tries. For this purpose, 1t arranges surveys and prepares
schemes to determine the desirability and profitability of
setting up manufacturing units in new and unexplored fields.
Its most frultful efforts in this direction have been surveys
of cement, paper, sugar, and Ssugar by-products industries,
as a result of which severasl projects were developed and

financed.l

G. PROFITABILITY OF PICIC

Being a privately owned finance corporation, profit
consideratlions have played a dominent role in the cholce of
enterprises for PICIC's financing. Its operations have been
successful from the very beginning and profits have increased
every year reflecting favourably on the performance of the
corporation.

Starting from 3 3/4 per cent in 1959, PICIC has paid
dividends upto 6 percent to its shareholders during the last
three years. On December 31, 1963, PICIC's total assets
were valued at Rs. 291.38 million end the income statement

showed a net profit of Rs. 4.98 million after taxes. Table 13

b |
Interview with the Secretary, PICIC, Karachl, on
May 7, 1964.
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below shows the steady increase in profit figures over
the seven years of 1its existence upto December 31, 193;
and balence sheet and income statement for the last year

are given in Appendix G.

TABIE 13
PICIC'S PROFITSY

1958-63
Fiscal Year Ending Net Profit after Rate of dividend
December 31 tax pald on equlty

(Re in Millicns) (Per cent

1958 0.39 -
1959 1.22 3 3/4
1960 1.93 5
1961 2.99 6
1962 3.13 6
1963 4.98 6

lpIcIC, Annual Reports, 1958 to 1963.




CHAPTER IV
INDUSTRIAL DEVELOPMENT BANK OF PAKISTAN

A . HISTORY AND SCOPE OF ACTIVITIES

In 19&9, the.Paklstan Industrlial Finance Corporation -
the predecessor of the Industrisl Development Bank of Pakis-
tan — was formed to provide medium and long—=term credit faci-
litlies to the industrisl concerns engaged in manufacturing,
preservatlion and processing of agricultural products, mining
and power generation. The corporatlion provided financial
asslstance to industries in one of the following forms:l

(a) By granting loans to or subscribing to debentures
of Industrial concerns repsyable within a perlod not exceed-
ing twenty years.

(b) By underwriting the issue of stocks, shares,
bo;da end debentures of industrial concerns.

(¢c) By guarsnteeing, on terms and condition as might
be agreed upon, such loans raised by industriasl concerns as
were repayable within a period not exceeding twenty years.

The corporstion was not authorized to subscribe

directly to the shares and stock of any company. The grant

18.!- Akhtar, op. cit., pp. 48-49.
69
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of loans or underwriting of shares and debentures by the
corporation had to be supported by a pledze mortgage,
hypothecatlion or assignment of movable or immovable pro-
perty as might be prescribed. 1

The corporation suffered from certain baslc defects:

(a) It did not accept deposits.

(b) It could not finance the establishment of new

industries; and ,

(¢) It was unable to provide foreign exchange to

any industrial projects.

The corporation was particulerly criticized for show-
ing a preference in favour of large-slzed loans snd for being
reluctant to entertein smaller loan applicants.2

The decision to convert the Pakistan Industrial
Finance Corvorstion (PIFCO) into the Industrial Development
Bank of Pakistan (IDBP) was teken on the recommendations of
the Credit Enquiry Commission which submitted its report to
the Govermment of Pakistan in September 1959. This was done
wlth the primary object of catering to the credit require-
ments of medium and small-scale industries, both existing

and new. The Commission stated

lInterview with the Public Relations Manager, IDBEP,
Karachi, on April 26, 196L.

21pia.
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+++ that PIFCO!'s lending 1limit should not exceed

Re. 1.0 million except with respect to certain

gsectors of the economy like mining and inland

transport ... In order to extend the scope of

PIFCO activities to cover development functions,

we recommend that 1t maybe allowed to lend

against prospective assets and to afford short-

term credit to industries with which 1t has

dealings. In order to attract funds from the

general public, the corporation may also be

encoura§ed to accept deposits from the general

public.

Thus PIFCO was converted into IDBP under the Industrial
Development Bank Ordinance which came into force in August, 1961.
IDBP has a mrh wider scope of operations than PIFCO. Wheresas,
PIFCO could finance existing industries only, the Bank can
finance the establishment of new industries besides the mo-
dernlzation and balancing of the existing units. An impor-
tant feature of the Bank's policy 1s to provide credit for
the small and the medlum-sized enterprizes which had not
recelved adequate attention in the past, mainly because of
the lack of proper institutional set up. IDBP, concentrat-
ing, largely, on the medium and small units, can sanction
loans upto Rs. 2.5 million (the foreign exchange component
of which may not exceed Rs. 1.5 million).e

Industries eligible for assistance from IDBP include

1
Credit Enquiry Commission Report, op. cit., p. 118.
2
The Industrial Development Bank of Pakistan, Review
of the First 23 Months, August 1, 191 to June 30, 1963,
(Karachi: August 10607 .
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agricultural processing, engineering, chemicals, electricals,
food products, leather products, production and exhibition
of films, hotels, etc.

The Bank 1s authorized to provide assistance to

industrisl enterprizes by:l

(a) granting loans to or subseribing to debentures;
such loans or debentures being repayable within
a period not exceeding twenty years;

(b) guaranteeing loans, debts and credits raised, or
incurred by, or granted to an industrial concern
and repayable wlthin a period not exceeding twenty
yesrs;

(¢) underwriting the issue of stocks, bonds or deben-
tures;

(d) administering loans as agent of the Central govern-
ment in such manner as the Central government may
direct;

(e) carrying out survey of industries and maintaining
statistics relating thereto; and

(f) taking over, running or selling of such industrial
concerns as have falled to repay in full the bank

loans.

lGovernmont of Paklisten, Ministry of Law and Parlia-
m;E{ary Agfaira, The Industrial Development Bank of Pakistan, Act,
1 s Do .




B. SOURCES OF FINANCE

The authorized, issued and pald-up capital of the
Bank is Rs. 30 million, divided into 300,000 fully paid-up
shares of Rs. 100 each. Of these, 49 per cent are held by
the public, including banking and non-banking corporations,
while the balance has been subscribed by the govermment.
In addition, the Bank had, on Jume 30, 1963, reserves total-
ling to Rs. 4.56 million.

Rupee Resources

The means of ralsing rupee funds avellable to the
Bank are:2
(a) borrowings from the Central govermment;
(b) borrowings from the State Bank of Pakistan
secured by the guarantee. of the government;
(c) vorrowings from the National Bank of Pakistan
securedby the guarantee of the govermment;
(d) rediscounting of bills with the State Bank of
Pakistan;
(e) issue and sale of bonds and debentures; and

(f) time deposits.

11DBP, Second Annual Report, 1963 (Karachi: June 30,
1%3), P- 1""0

2

IDBP, Review of the First 23 Months, op. cit., p. 6.
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The following table gives the detalls of rupee

resources of the Bank as on March 31, 1964 .2

TABLE 14
RUPEE RESCURCE POSITION OF IDEP
As on March 3], 196h4.

RESOURCES : Rs. in Millions
Paid up Capnital 30 .0
Reserves ' b.6
Loans from the government 61 .Y

Credlit lines:
From State Bank of Pakistan

agalnst government guarantee 50.0
From State Bank of Pakistan
against securities 2.9
Bills rediscounting facility
from State Bank of Pakistan 10,0
From Natlonal Bank of Pakistan
against govermment guarantee 22.5 85 .4
181 .4
LESS:
Outstanding Advances 159.5
Investments in government
securities, ete. L.8
Purniture, Fixture, etec. 0.5 164 .8
Totel Resources avallable 16 .6
Outstanding Commitments 57«7
Deflcit . =_41.1

1
Interview with the Chief Accountant, IDBP, Karachi,
on May 2, 1964.
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As table 14 shows, the outstanding commitments of the
Bank exceeded its avallable funds, which the Bank hoped to
replenish through rediscounting of bills at the State Bank

of Pakistan.l

Forelgn Exchange Resources

By March 31, 1964, the Bank had committed about
$ 153.08 million, out of the total loans of § 195.30 mil-
lion allocated to 1t. IDBP's future forelgn exchange
requirements are expected to be met out of allocations by
the government from various ldans negotiated from the fo-
reign loan giving agencies. The position of the allocations
and sanctions of the foreign exchange resources of the Bank

as on March 31, 1964 1s given in the following table:°

TABIE 15

POSITION OF FOREIGN EXCHANGE ALLOCATIONS
AND SANCTIONS AS ON MARCH 31, 1964
US § in Millions

Amount Alloca- Amount Alloca-

Foreign Credits ted to IDBP ted by IDBP
1. Second UK Loan 12 .98 12-9&
2+« Third UK Loan 4.34 4.3
E. Fifth UK Loan 9.35 9.35
. Sixth UK Loan 12 .00 9.55
5. First Japanese TextilesCredit 20,00 20.29
1Ib1d.

2
Ibid.
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TABLE 15-=Continued

6. First Yen Credit Lo, 3 .80
7. Second Japanese Textiles Credlt 13.00 12 .98
8.+ Second Yen Credit 5 .00 0.17
9. Third Yen Credit 6.50 4 .00
10+ Eximbank Credit 8.90 7.12
1l. First German Credit 38 .58 38 .58
12. Second and Third German Credits 2k .25 1% .94
13. French Credit 6.00 5434
14. Yugoslav Credit 6 50 - 5.30
15. Swiss Credit 2 .50 0.49
16 . Guarantees under Eximbank Loan 11.30 4,16
17. Eilghth: UK Credit for Jute Mills 10,00 -
Total 195 .30 153 .08

C. MANAGEMENT AND ORGANIZATIONAL STRUCTURE

IDBP is an autonomous organizatlion having complete
independence regarding its day-to-day operations. Its affairs
are looked after by a board of directors. The board consists
of 11 members of whom the chairman, the Mansging director
and slx other members are appointed by the Centrsl govern-
ment, and the remaining three members sre elected by the
local private shareholders.®

To transsct its day-to-day business, the Bank has
organized as number of departments, each department being

1The 8ix appointed Directors are secured as follows:
a. two from persons serving under the Central
government;
b. two from persons serving under the provincial
governments - one from each province;
¢c. two non-officials - one from each province.
Interview with the Public Relations Manager, IDEP,
Karachl, on April 26, 1964.
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under the over-all control of the Deputy Managing Director
and finally of the Managing Director.

In order to promote economic development in the
underdeveloped regions of Paklstan, the Bank has been
expanding 1ts activities and is in the process of moving
into the remoter areas of the country. It has opened fully-
equlpped Reglonal Offices in Karaechl, Lehore and Dacca to
provide prompt and efficient service to the regions, and
branches in Chittagong, Rawalpindi, Sukkur, Peshawar and
Bogra.l

The organizational chart of IDEP, along with a
sketch of the steps taken in processing a loan application
1s given on the following pesge. This will facilitate the

discussion of the broad functions of the major departments .

1. Industries Promotion Department

This department assists the prospective entrepre-
neurs in identifying and selecting most prefitable and
sound lines of investment often with no charges to the
clients. It also investigetes the investment possibilities
in new and untapped fields; thus, undertaking activities
of a promotional nature. Ry providing such advisory ser-
vices to a middle class investor, who camnot hire the servi-

ces of sultable consultants, the Bank promotes investment

lrp1a.
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in industrial field.

2. Forelgn Exchange Department

It is responsible for the management and administra-
tion of the foreign lines of credit that are made avallable

to the Bank.

3. Research Department

The Research Departmentlis being continually streng-

thened to perform the following functions:

a. to collect, maintain and supply basic data regard-
ing the Bank's investment operations and economic
matters generally;

b. to undertake detalled independent studles of various
Industries and to examine thelr present position,
future trends, etc.;

c. to conduct market research on the various schemes
before 1t;

d. collection, compilation and interpretation of
important industrial and other statistics; and

e. development and maintensnce of a good professional

research library.

4. Loan Control Department

It undertakes the scrutiny of the schemes through a

Committee of senior executives (bankers, cost accountants,
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market analysts andAndustrial engineers). It scrutinizes
all aspects of the scheme and determines 1ts bank-abllity
before it 1s submitted for review to the Technical Advisory
Committee, which consists of leading experts and consultants
drawn from varlious spheres of industry, trade, and the eco-

nomic ministries of the government.

5. End-Use Department

There is a separate department at each regional
office, as well as at the Head Office, known as the End-Use
Department. Its reaponsibillﬁy is to follow up the sanc-
tioned projects, both during the construction and the ope-
rational stages in order to ensure that the development of
the projeets corresponds with the approved plans and esti-
mates. More specifically, its functions are :

a. to supervise the utilization of loans;

b. to ensure that the project 1s operating at optimum
capacity, is generating enough funds for servicing
the loan, and 1s ctherwise functioning on sound
lines; and

c. to watch the recovery of loan instalments:

6. Small Industries Department

This Department has been established to deal with
the requirements of the small industries and to assist in
the setting up of such industries in the small industries
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Estates.l

D. MODE OF OPERATICN

. The Bank requires its prospective clients to submit
a loan application giving complete information on the pro=-
posed project. We have seen in the foregoing discussion
how the loan application 1s processed, both in the Hesd
Office and in the reglonal offices = all schemes are sub-
Jected to a technicsl, financial and economiec evaluation
undertaken by the Bank's qualified staff of industrial
consultants, financlal analysts, market speclalists, cost
accountants, bankers and englneers.

The policy of the Bank is to give preference to those
projects which are lmport-competing, export-oriented or
dependent on indigenous raw materials, keeping in mind, of
course, that the primary object 1s to meet the medium and
long-term credit needs of small and medium-scale 1nduatr1es.2

The provisions with regerd to security requirements
have been revised to enable IDBP to conduct its business
more freely than PIFCO. The Bank can accept pledges, mort-

gages, hypothecatlon or assignment of any property, movable

1IDBP, Review of the First 23 Months, op. cit., p.16.

2Interview ¥ith the Public Relations Manager, IDEP,
Karachi, on April 26, 1964.



82

or lmmovable, so long as 1t 18 satisfied that the funds so
loaned will be used for industrilal purposes.

In certain circumstances, the Bank can also extend
credilt against a legal undertaking tomortgsge, hypothecate

or asslign prospective aasets.l

E. IDANS AND INVESTMENTS

During the first 23 months of its existence, 1.e.
from August 1961 to June 1963, IDBP has provided assistance
to as many as 725 projects. The total loans sanctioned by
the Bank, both in local and foreign currency, amounted to
Rs. 372 million. At the same time, the counterpart invest-
ment, l.e. investment from the sponsores themselves, came
to about Rs. 280 million. To an extent this has been
possible due to the maintenance of a realistic debt-equity
ratio-maintained to accommodate the samller entrepreneurs
who would otherwise have had little prospect of entering
the industrial arena.

The Bank has elso 1ssued locel and foréign currency
guarantees "on behalf of the governmment" to the tune of
Rs. 212 million, and & rupee guarantee of Rs. 3.1 million
on behalf of a client.?

1

Revliew of the First Eleven Months: August 1, 1961~
June 30, T2, (Rarachi: Industrial Devéfopmeng Bank of
Pekisten), p. 6.

2
IDBP, Review of the First 23 Months, op. clt., pp.

9-10.
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In pursuance of the Policyof the IDBP to meet the
credlt requirements of the small and mediumﬁslged industries,
snall loans (upto Rs. 0.5 million) formed the bulk of those

sanctioned by the Bank upto June 30, 1%3, as under:>

Per cent of

Total Cases
Loans upto Rs. 0.5 million 78 5
Loans from Rs. 0.5 million to
Rs. 1.0 million 11 .8
Loans of Rs. 1.0 millipn and above 2ef
Total 100.0

However, in view of the recent enhancement of the
Benk's lending limit from Rs. 1 million (with a foreign
exchange component of not more than Rs. 0.5 million) to
Rs. 2.5 million (with a foreign exchange component of not
more than Rs. 1.5 million) the Bank will now be able to
give more attention to the upper slab of the medium sized
industries. The raising of the Bank's lending 1limit has
been necessary because of the ever-increasing cost, both
Internal and external, of the machinery and tools and

other factors of productlon.2

1
Ibid., pl 20
2

Interview with the Chief Accountent, IDBP, Karachi,
on May 2, 1964, _
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The total loans sanctioned by the Bank for new units
emounted to Rs. 240.6 million as against Rs. 131.4 million
for balancing and modernization. A major share of the Bank's
loans has, thus, gone towards the establishment of new enter-_

prizes. The following table gives the details.

TABIE 16

NATURE OF FINANCING BY IDBP1

August 1, 1961 to Jwne 30, 1963

Balancing/Modernlzation
of Existing Units

New Units _

ﬂE. of Rs. In No. of o in

Cases Millions Cases Millions
West Pakistan 153 104 .4 285 68 .9
East Pakistan 17k 136.2 113 62 .5
PAKISTAN 327 240 .6 398 131.4

In advancing loens, IDBP has also been guided by the
pollcy of distributing 1ts loans and investments fairly wide-
ly among different types of industries as well as mong diffe-
rent regions. Such a policy nct only minimizes the risk
involved in long~term investment, it also fosters the balanced

development of industries and regions which is so importsnt

1
IDBP, Review of the First 23 Months, op. cit., p. 20.
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from the standpoint of long-term economic growth in a devel-
oping country like Pakisten. Figures showing the Bank's
industrywise operations in the two provinces are given in

the following table.

TABIE 17
INDUSTRYWISE DISTRIBUT ON OF LOANS
SANCTIONED BY I.D.B.P.
(August 1, 1961-~June 30, 1963)

(Rs. in Millions)

- EAST PAKISTAN WEST PAKISTAN

CATEGORY OF INDUSTRY Local Forelgn  lLocal  Foreign
Currency Currency Currency Currency

Cotton ginning - - 0.4 11.1
Jute Baling - 146 - -
Chemicals 1 l? - 2e 7 «8
Electrical 0.8 0 .9 0. 2«2
Engineering 2.8 2sf 4.7 5e7
Food Products 10.1 23 11.7 2.1
Leather & Leather Products 1.4 - 1.5 -
Hilli.‘ng 0.1 O.ll 008 0-3
M mmg - ] 1 oO‘ -
Natural Gas & Motive power C.5 - - -
Non-Metallic Mineral, Pro-

ducts 2.2 3 6 0.2 -
Paper and Stationery 2.2 1.5 1.4 -
Rubter Products 0.4 0.5 0.4 -
Textile and Clothing 19.3 112 .8 16 .4 35 .4
River Transport b.2 5 el - -
Road Transport 05 - 2.4 -
Sea Transport 0.9 - - 4o.9
Wood Products 1.5 0.3 - 1.1
Sea Transport 0.9 - - 4o.
Mechanized Fishing 0.5 1.3 0.2 0.
011 Storage and Distribu-

tion - 5e7 - 8.5

1
IDBP, Review of the First 23 Months, op. ecit., p.1ll.
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TABLE 17-=—Continued

Films 0.l

- 2.3 -
Hotels 2.0 0.5 2.3 -
Surgical Goods - - 0.3 -
Printing and Publishing 1.8 0.9 1.8 -
Small Scale Industries 0.2 - 0.7 1.8
Miscellaneous 2.8 0.4 1.8 0.9
Total 58 C l’-l-O .5 5,1' 2 119 .3

Textile and Clothing - About 49nper cent of the total amount

of loans sanctioned went to cotton and jute industries.
Cotton textlle accounted for 148 cases (about 20 per cent of
the total cases), of which 48 were new units. The size and
importance of the cotton textile industry seems to justify
both the volume and the nature of loans sanctioned to the

industry.

Chemicals - A total of Rs. 11.9 million was advanced to 20
cases of chemicals and pharmaceuticals. These included a
caustlc soda plant, which alone required foreign exchange
expenditure of Rs. 3.0 million, and a calcium carbide manu-

facturing plant.

Food Products - Loans involving Rs. 26.1 million in .local

currency and Rs. 3.9 million in foreign exchange were sanc-
tioned to 50 cases (including cold storage umits, beverages,

canning and preserving of fish, clgesrette manufacture, ete.).
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Thus, the food manufacturing industries shared about 7 per
cent of the total losns sanctioned by the Bank.

Transport - A total amount of Rs. 4.2 millions in local
currency and Rs. 5.1 million in foreign currency wes sanc-
tioned to 26 cases of inland water trensport enterprises.
The Benk feels that the existing fecllities of inland water
transport 1n East Paklstan are inadequate but has not been
able to allocatergreater proportion of loans, due to limi-
ted foreilgn exchange resources placed at its diaposal.l
Besldes, the Bank sanctioned Rs. 40.8 million in
forelgn exchange to 5 shipping companies (inecluding a loan
of Rs. 22.6 million to a new shipping company for the pur-
pose of purchasing two cargo ships from Yugoslavia). To
improve road transport facilities in the country, the Bank
also granted loans amounting to Rs. 2,8 million in loecal

currency to 12 road transport operators.

Non-metallie Mineral Products - ‘he industrisl enterprises

engaged in manufacturing glass, bricks and other clay pro-
ducts recelved loans from the Bank aggregating to Rs. 3.4
million in locel currency and Rs. 3.6 million in foreign

currency.

'Interview with the Chlef Accountant, IDBP, Kerachi,

on May 2, 1%L,
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F. PROFITABILITY

As the financlal statements of IDBP for 1963-64
were not yet available, the Bank's performance will have
to be Judged on the figures of the two previous years
(1.e. the first two years of operation). The comparison
indicates that the total assets of the Bank increased from
Rs. 118.4 million in June 1962 to Rs. 174.9 milllon in
June 1963; and gross profit by Rs. 1.U4 milliun-l While
the audited accounts of the Bank for 1961-62 showed a gross
profit of Rs. 3.7 million, the gross profit for 1962-63 was
Rs. 5.1 milllon.2 IDBP's Balance Sheet and Profit and loss
Statement for the year ended Jume 30, 1963, are given in

Appendix C.

|

IDBP, Second Annual Report, Op. cit., pp. 12=15.

21bid.



CHAPTER V

ACHIEVEMENTS OF THE DEVELOPMENT BANKS
IN PAKISTAN
What have been the achlevements of the:development
banks in Pakistan? More specifically, to what extent have
they contributed to industrialization and to the growth
of the capital market? This chapter 1s an attempt to ans-

wer these questions.

A. CONTRIBUTIONS TO INDUSTRIALIZATION

Paklstan, which at the time of its inception was
mainly a producer of food and raw materials and an importer
of manufactured goods, 18 to-day manufacturing the bulk of
1ts consumer requirements and has developed a conslderable
export potential in a few lines.

The First and the Second Five-Year Plans marked
definite stages in the country's economic progress. The
First Flve-Year Plan (1955-60) aimed at incressing the
natlional income by 15 per cent largely through the provision
of irrigation, power, transport and communication of facili-

ties. A primary objective of the plan was to increase the

89
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the technical and organizational resources of the country
and to bring about the institutlonal changes necessary for
the implementation of the development programs. By the end
of the First Five-Year Plan, most of the institutions connec-
ted with industrial development were founded, thus laying
the infra-structure of the economy for the march towards
industrlalization.

During the first four years of the Second Flve-Year
Plan (1960-65), a fairly satisfactory progress has been wit-
nessed in industrisal investment and production, both in the
private and public sectors, and the trend is likely to con-
tinue during the last year of the plan period. The produc-
tion of large and medium size industries durlng the first
three years of the plan increased by 34 per cent and that
of small industries by 15 per cent, against 60 percent and
25 per cent respectively aimed at during the entire plan
period.l The tempo of industrial progress was largely made
possible through the help and assistance of the development

banks under consideration.

Industrial Inveastment Schedule

In order to accelerate the pace of industrisl devel-

opment, the Government of Pakistan announced in November 1960

lEconomic Adviser to the Covernment of Pakistan,
Economic Survey of Pakistan, 19%3-64, op. eit., v. 37.
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the first"Industrial Investment Schedule" which set out the
investment program for the private sector within the frame-
work of the Second Five-Year Plan. The Schedule listed as
many as 107 items, covered practically all types of industries
and provided for a total expenditure of Rs. 2,840 million

with a forelgn exchange component of Rs. 1,700 million.1

The progress made in the implementation of the
Industrial Investment Schedule issued in November 1960 and
the availabllity of new studies and projects necessitated
a revlision of the Schedule, and a revised Industrial Invest-
ment Schedule for the remaining period of the Second Plan,
envisaging an investment of Rs. 1,530 million, was issued
in February 1963.

The rupee portion of the investment 1g to be provi-
ded by Paklstani investors while the foreign exchange compo-
nents are expected to flow from the following sources:

a. Loans from PICIC

b. Iosns from IDEP

¢. Loans from international financial institutions

such as the U.S. Development Loan Fund, the
World Bank, the Export-Import Bank, the Inter-
national Finance Corporation

1Invectment Proposal sanctioned by the Investment Promo-
tion Wing Department d5_IH?3iEﬁ?ﬁf_?FEEE¥TBE_175355TTel,
GE?EFEEE%%’of Pakistan, (Karachi: July 1963), pp. 1-11i.

2Revlsed Indus trial Investment Schedule, Department of

Investment Promotion and Supplies, Government of Pakistan,
(Karachi: Pebruary, 1963), p. 1.
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d. Credit from Forelgn countries

e. Foreign privete investment

f. Utilllzation of bonus vouchersl

g+ The country's own foreign exchange resources

which may be made available to the provincial
governments from time to t.trno.2

The govermment's permission for the establishment
of Industries specified in the revised Schedule is not
necessary when the foreign exchange requirements are met
by PICIC, IDBP, or bonus vouchers. Industries which are
based on locally available raw muteriﬁls or which are estab-
lished with loecally produced machinery do not require the
government's approval. .

Perhaps, the best way to assess the contribution of
the development banks to industrialization in Paklistan is
to examine the various industries which have been assisted
by them. How were these industries developed? What was
their condition prior tobeing assisted by the development
banks? What has been the nature and extent of the banks
assistance? How effective has 1t been? What has been the

1'1‘0 encourage the export of manufactured goods and
specified commodities, the Government of Paklstan introduced
an "Export Bonus Scheme" in January 1959. Under this scheme
the exporter is granted a benus of 20 to 40 per cent of the
export earnings in foreign exchange.

aﬂevised Industrial Investment Schedule, op. cit., p.l.
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perticular role of each of the development banks under
consideration? What are the prospects for the future?
These are the questions to be answered in the following

few pages.

Cotton Textlles

At the time of partition in 1947, Pakistan had only
17 textile mills with 170,000 spindles and hgol looma.1
This capacity was insignificant as compared to the produc-
tion of raw cotton (which ranges between 1.7 to 2.0 mil-
lion bales per year) and the huge internal demand for cotton
textiles.2 After the establishment of FPakistan, however, the
cotton textlle industry grew rapildly. By December 1963,
the total number of textile mills had risen to 95 with an
installed capacity of 2.4 million spindles and 33, 900
looms-3

The Second Five-Year Plan proposed to increase the
cotton textile manufacturing capacity from 1.9 million
spindles snd 30,000 looms in 1960 to 2.5 million spindles
end 41,000 looms at the end of the plan period.u In view

1PICIG at Work,op. cit., p. 1l.

2Economie Survey, 1963-64, pp. 54-55.
BIbido, Pe 5'4’-

I"'Ib-i-i.
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of the phenomenal expansion in cotton textiles, these tar-
gets were ralsed to 2.9 million spindles and bs5,280 looms.1

In addition to the further expension envisaged in
the revised targets, the textile industry in Paklistan re-
quires financisl assistance for:

(a) replacing old and obsolete equipment. This 1is
a continual process in sn industry where there are rapld
technological changes and developments, and in which almost
all units have been rumning three shifts over the last
several years;

(b) modernization and balancing, in order to meet
the increasing requirements for finer varieties of cloth
in the home market, improve the quality, and extend the
range of production; and

(¢) improving its overall efficlency and reducing
costs s0 as to strengthen its position in the export market.
Considerable cost reduction could be achieved by installing
alr conditioning, humidification plants, and high draft
conversion equipment. This would lower wastage of material
and labour hours and increase productlion efficlency.

Besldes aveailabllity of raw material and ready
market, the credit facllitles granted by the development
sgencles have played a significant role in the growth of

1Ib1d.
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this industry. More specifically, by June 1963 PICIC had
assisted 50 cotton textile mills in thelr balancing, moder-
nization: and replacement programl (an assistance which cons-
titutes about 22 per cent of the total loans advanced by
PICIC), while, IDBP had financed 148 ceses (about 20 per
cent of all the cases, of which 48 were new units-e This
financing was largely directed towards:

(a) assisting the textile mills in producing in-
creasing quantities of finer varieties of yarnm snd cloth;

(b) helping them to rationalize their production
costs so that they could effectively compete 1n the export
market .

As for EPIDC and WPIDC, their contribution to the
cotton textile industry has been limited: each corporation
has helped finsncing only one cotton mill in its own province.
The reason for this is thet their general policy is to invest
only in those industries where private investors are elther
wable or wnwilling to undertake projects on their own.
Since, the cotton textile industry has been well taken care

of by the private investors, the two corpora tions have

1PICIC at Work, op. cit., p. 13,

EDBP; Review of the First 23 Months, op. cit., pp.

10-12.
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directed their efforts towards other flelds.

Jute Industry

Jute 18 a major crop in East Pskistsn and occuples
a pivotal position in the economic development of the coun-
try. PFrom the point of foreign exchange earnings, Jute
manufacturing 1s by far the largest source of the country's
foreign exchange gains. Production of jute manufacture
rose from almost nothing at the time of independence to
315,260 tons in 1963.} PIDC and, later, the two provincial
development corporations have been the most important con-
tributors 5o the growth of jute industry. Starting from
scratch, during the First Five-Year Plan, PIDC was responsi-
ble for sebting up 12 jute mills with a loomage of 8000.0
During the ssme period only two other jute mills, with
291 looms, were set up entirely by private enterprise. To-
day only one of these Jute mills 1s managed by EPIDC. This
ig in sgreement with the corporation's policy to transfer
1ts investment to private enterprise as soon as 1t 1is Jjudged

appropriate. During the Second Five Year Plan, EPIDC was

entrusted by the Government of Pakistan to increase jute

1Econom1c Survey of Pakistan, 1963-€E4, op. cit.,
op. Citot p.sn_.

angreaa Report, 1962-63, EPIDC, op. cit., p. 21.
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manufacturing capscity by 10,000 looms. EPIDC installed
4000 looms Auring the first two years of the Plan and
made arrengement for achleving the target by the end of the
Plan poriod.l

In vest Paklstan, WPIDC 1s establishing a Jjute
manufacturing plant as a result of successful cultiva-
tion of Jjute at the experimental farm near Lyallpur .2

Although the contributions made by PICIC and IDBP
to the development of the jute industry have not been as
significant as thet of PIDC, they have had, nevertheless,
effective results. PICIC has assisted 10 jute mills in
thelr programs - of modernization and expansion, including
a speclallized unit to make twine and yarn, and has also
Initiated the financing of broad jute looms which produce
wide hesslan cloth used for the backing of carpets. The
carpet-backing cloth is in great demand in the European
countries and USA, and its production will considerably
Increase the forelgn exchange earning potential of the
Jute industry. Broad Jute looms will also provide the
much needed diversification in the jJute industry.

As for IDBP, about 19 per cent of the total loans

1l
Abdul Hafiz, "Survey of Activities Since Bifurcation®,

Industry, op. cit., p. 144,

2Interview with the Public Reletions Mansger, WPIDC,
Karachi, on May 4,6 1964.
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senctioned by 1t have gone to the juteindustry in East Pakis-
tan. The investment includes, in addition to the balancing
and modernization of existing plants an installation of

1,000 looms in the four newly established jute mills.l

Woollen Textiles

Woollen textiles and blankets are in good demand
in the country, especlally in West Pakistan, where winter
is severe. At the tlme of independence, Pakistan did not
have any manufactur ing capacity in woollen textiles. The
industry, however, has steadily grown and is now in a
position to meet a sizable portion of the country's demand
for hosiety yarn, woollen and worsted cloth, and blankets .
The sanctlgned capacity for the Second Five-Year
Plan period for woollen textiles 1s 26,464 spindles and
172 looms, end that for worsted textiles 23,386 spindles
end 298 lboma.2 Two years after the plan had been in opera-
tionthere were 18 woollen/worsted units with 23,672 worsted
spindles and 14,6628 woollen spindles st good overall show.
The indigenous wool 1s of coarse variety and not

sultable for producing worsted yarn and cloth. The woollen

1
IDBP, Revlew of the First 23 Months, op. cit.,

Pe 11.
2
Economic Survey of Pakistan, 1963=64, op. eit.,

P: 55,
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textlle induxtry in Paklstan, therefore, has been lmporting
its entire requirements of wool in the form of wool tops,
i.e. conmbed wool. PICIC has sanctioned two loans for settiing
up two top-making plants.l After the establishment of these
Plants, wool combing will be done locally while wool in gy
form, which 1s cheasper, will be 1lmported. This would result
in considerable forelign exchange savings.

PICIC has further contributed to the development
of the woollen industry by providing financial assistance
to 6 mills in West Pakistan for purposes of balancing and
modernization, and by establishing a new mill in East Pekis-
tan.a

PIDC had set up 3 woollen mills in West Pakistan at
a total cost of Rs. 13.0 million-3 Two of these mills have
not worked as economicslly as some of the privately owned
woollen mills, because of their high operating costs in
areas awvay from industrial centres and competition from
private mills. The third one has vroved efficlent and is
producing blesnkets of good quality for the Pakistan Army.

lPIGIG, PICIC at Work, op. cit., p. 13.

2Ibid.

3The Role of PIDC in the Industrial Development of
Paki'tan, QD cito’ Pe 1l .
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Sugar
Pakistan ranks fourth among the principal producers

of canesuzar in the world, but its sugar imports durilng
the year 1962 costed the country Rs. 37 million in foreign
exchange .

Tne reason for thlis anomalous state of affairs 1s
the lack of sufficlent capaclty for manufacturing refined
sugar. Of the 22.90 milllon tons of sugar-cane produced,
only 18 per cent goes in the production of refined sugar.l
The rest is put to less economical use, such as the manufec-
ture of indigenous unrefined sugar which results in a loss
of about 30 to B0 per cent of the sucrose contents of the
cane.

Sugar being an essentlal part of the human diet,
the country felt the need of fostering the development of
this industry. In 1947 Paklstan had only 8 mills with a
production caspacity of 52,000 tons per year. Ten more
sugar mills were established by Jume 1963, and the annual
productlon rose to 217,700 tons. The Sugsr Commission
appointed by the government had recommended that the sugar
capacity be expanded to 500,000 tona.2 The government has

lPICIC, PICIC at Work, op. cit., p. 14.

“roag.
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accepted this recommendation and 1t 1s expected that this
target will be reached by the end of 1965.

PICIC is actively assisting in the natlonal program
to step up sugar production. It has made dlrect contribu-
tlons to the development of the cane-sugar industry by
meeting the entire foreign exchange cost of three new large
sugar mills, and by helping in the balancing and expansion
of four existing sugar mills.

With the successful growth of beet in the northern
areas of West Pakistan, and in view of the fact that the
sucrose content of beet 1s more than that of the sugar-
cane grown in the country, PICIC has provided beet crush-
ing plants to two sugar mills in the reglon.

PICIC financed projects are expected to increase
sugar production by 105,200 tons per year by 1965.1 This
will be 30 per cent of the total production of sugar in
the country. In addition, more projects for refined sugar
are now under PICIC's consideration.

The corporation has also done piloneering work in
promoting utilization of the by-products of the sugar indus-
try. It hired an American expert to suggest possibilitles
of establishing industries based on these by-products. The

expert prepared a comprehensive report suggesting the

Ibid.
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utilizaetion of molasses for the manufacture of industrial
alcnohol, yeast, citric acld, manosodium glutumate and
cattle-feed, and of bagasse for the manufacture of paper,
newsprint, hardboard and chipboard. As a2 result, PICIC

has already sanctloned loans to five projects for producing
industrisl alcohol from molassea.l

Besldes the utllization of the by-products of the
cane-sugar industry, PICIC has also encouraged the utiliza-
tion of waste fron the beet-gugar industry. The corporation
has sanctioned a forelgn currency loan to an existing sugar
mill to install a cattle~feed manufacturing plant using
beet-pulp as raw material.

During the First Flve-Year Plan period, PIDC was
responsible for setting up five sugar mills with a combined
capaclty of 80,575 tons per year.2 More recently, WPIDC
has financed two suger mills in West Pakistan which are
expected to go into production during 1965. As for EPIDC,
it 1s operating four of the nine sugar mills in Eest Pakis-
tan. It 1s also working on the construction of two more
sugar mills and 1s studying eight new schemes, of which

flve are for new plants and three for the expansion of

lIbid-’ P 15 .

2
PIDC, The Role of PIDC in the Industrial Development

of Pakista.n, ODe 6113-, P 9.
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exlsting units.l

Food Products and Food Preservation

Another industry which i1s receiving encouragement
from the development banks is the food manufacturing indus-
try, 1.e. canning and preservation of frults, vegetables
end fish.

There are at present about 200 factories for the
carmling and preservstlon of frults and vegetables in Pakls-
tan, and thelr annual production is valued at Rs. 25 mil-
lion.2 Because of the lack of sultable machinery and tech-
nical know=how, however, the quality of theilr products has
not yet come up tothe internastional standards.

The performance of the fish processing industry,
on the other hand, has been more satisfactory. Pakistan
has abundant flsh in its coastal waters. Shrimps, which
are regarded as a delicacy in America and Europe, are
caught in large quantities in both wings of the country.
Flsh freezing and canning, therefore, constitutes an impor-
tant source of foreign exchange earnings. PICIC has stimu-
lated the stable growth of this industry by financing six
fish freezlng and processing units. The corporation has

1Intervlew with the Public Relations Manager, WPIDC,
Karachl, on May Y4, 1964

2
- Economic Survey of Pakisten, 1963-64, op. cit.,
ok ;
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elso extended finance to three frult julce processing units
and one frult canning un:lt.1

As for IDBP, seven per cent of the total loans
sanctioned by 1t upto June 1963 were for the food manufac-
turing industry. These loans involved a total of Rs. 26.1
million in local currency and Rs. 3.9 million in forelgn

2
currency .

Cement

The existing cement production capacity in Pakistan
is 1.5 million tons per annum. The country's ammual demand
as estimated under the Second Five-Year Plan is expected
to rise to 3 million tons by 1965.3 ‘he gap between supply
and demand 1s thus wide and the installation of additional
capacity for the production of cement 1s a challenging
necessity.

In 1959, PICIC engaged a team of forelgn experts to
survey the cement situation and to make recommendations for
installing additional capacity. In view of the proximity
of the sources of raw material and the availability of mar-

kets, three sltes were recommended forsetting up new cement

1.
PICIC, PICIC at Work, op. cit., p. 27.

EIDBP, Review of the First 23 Months, op. cit., Pe 12,

5pICIC, PICIC at Work, op. cit., p. 17.
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plants. An expansion program was also recommended for the
existing cement plants. The government accepted the re-
commendatlions for setting up three new plants == two having
a capacity of 360,000 tons and the third 300,000 tons per
year.

The next step was to establish the technical feasi-
bility of the projects. This work was entrusted by PICIC
to forelgn experts, who, after extensive investigations,
prepared feasibllity studles for two of the projects. Two
leading industrislists were selected by PICIC to implement
these projects, and each one of them has now established
a company for the purpcse. The foreign exchange require-
nents of one of the plants were provided by PICIC in colla-
boration with the International Finance Corporation, the
former providing $§ 3 million and the latter $ ¥ million.
The factory went into production in early 196%. The other
plant was financed through the German credit.l

In addition to the promotion of the portland cement
Industry, PICIC is also active in sponsoring a plant for
the productlon of white cément. The PICIC-sponsored cement
plants are expected to play an important role in the economic
development of Pakistan through the construction of various

industrial, irrigstional, and power projects.

l1ma.
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PIDC contributed, too, to the growth of the cement

Industry. The
one with a rate
the other with
the end of 1964
annual capacity

tons-2

corporation had set up two cement factorles,
d capacity of 240,000 tons per annum, and
a capacity of 100,000 tons per annum.l By
, through the assistance of WPIDC, the total

of the two plants was increased by 730,000

Paper and Cerdboard

The dem

end for paper in Pakistan is rapldly rising

with increasing literacy and growing urbanization. During

1963, the totel domestic production of writing and printing

paper amounted

tc only 35,000 t;ons-3

Thls capeclty was not sufficient to meet the grow-

ing demand for
a. the
pape
b. a la
&8 he
of t
Realizi

paper In the country, with the result that:

limited supply restricted the consumption of
r, thus retarding the pace of progress; and

rge quantity of paper was imported, causing

avy burden on the forelgn exchange resources
he country .

ng now acute the shortage of paper in the

1
PIDC, Lhe Role of PIDC in the Industrial Develo ent
of Pakistan, op. cit., p. 10.

2Interv
Karachi, on May

Jp1c1c,

lew with the Public Relations Manager, WPIDC,
4, 1964,

PICIC at Work, op. cit.,p. 22,
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country, PICIC decided to conduct a comprehsnsive economic
survey of the peper industry. The results of thls survey
were verified through s survey carried out by the "Economist
Intelligence Unit, London." Both the surveys indicated that
there 1is a large unsastisfied demand and an ever widening
gap between existing cepacity and projected demand.

PICIC, therefore, took upon itself the development
of the following projects:l

as« A paper mill which will meske economic use of
bagzase, a by-product of the sugar industry. This mill will
be the second largest paper milll in the country and will
produce 18,000 tons of printing and writing paper per year.

b. A small paper mill, with a capacity of 3,000
tons of paper per year, which will use wheat straw and
cotton linters a&s raw materials and will produce paper of
superlor quallity, including security paper.

¢. A plant which will produce 2,800 tons of spe-
¢lalized paper per year, such as air-mail paper, clgarette
paper, carbon psper and coating paper, in addition to small
quantities of writing and printing paper.

Cardboard 1s required principaslly for use in the
rackaging, printing, and publishing industries. Upto now,
there was only one paver-board mill in the country which

L1via.
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met the entire local demand, supplemented by imports. To
meet the increasing demand for peper-board, PICIC has sanc-
tioned two forelgn currency loans — one for the expansion
of the existing mlll and the other for the setting up of a
new mill. The total production capacity of peper-board is
expected to rise to 23,400 tons per year, thus making the
country self-sufficlent in its requirements.l

PIDC was responsible for the establishment of a
large paper mill, a cardbosrd mill, and a newsprint ractory.2
At present, WPIDC is financing a chip-board factory with an
annual capaclty of 5,000 tons, while EPIDC is financing a

newsprint mill with an annual capecity of 10,000 tonzs-3

Chemlicgls and Pharmaceuticals

Paklistan 1s st1ll at the threshold of these two highly
speclallzed technological flelds of industry. The country
nas, however, substsntial potentialities for the production
of varlous chemicels, for, raw materials such as natural gas
end Industrial and agricultural waste products are available
In adequate quantities.

With the progress of industry in the country, the

1
Ibid.

EPIDC, The Role of PIDC in the Industrial Development of

Pakistan, op. cit., p. 6.

3Intarvlew wilth the Public Relations Manager, WPIDC,
Kerachi, on May U4, 196k,
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demand for chemicals is rapidly increasing. At present,
however, most of the Industrial chemicals are being impor-
ted, as there is little domestic capecity. The development
of the chemical industries 1s, therefore, highly desirable
in order to save forelgn exchange and improve the supply
position.

PICIC has been the largest contributor to the growth
of thils Industry. It has extended loans for the setting up
of a number of chemical plants, including two caustic soda,
chlorine and bleaching power plants in East Pakistan. With
the establishment of these two plants, East Pakistan will
become self-sufficlent In these essential chemicals.

Plants for the manufacture of sulphuric acid and
hydrochloric acld have also been approved by PICIC. These
plants will be an integral part of an already existing
caustic soda-chlorine factory. The sulphuric acid produced
in this factory will also meet the requirements of the DDT
factory in East Pakistan.

PICIC has also flnanced a number of other projects:
a plant for the marufacture of adhesive resin to be used
in the chipboard and plastic industries; a hydrogen per-
oxlde unlt walch will contribute towards better finishing
and bleaching of cotton textiles; a number of projects for

the manufacture of starch, 'sodium sulphide, glycerine, soda
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ash and Insecticldes; and four pharmaceutical units, includ-
ing a proj)ect for the manufacture of liver extract.l

IDBP has not been inactive in this field either.
During the first 23 months of 1ts exlstence, 1t sanctioned
loans amournting to Rs. 11.9 million to 20 cases of chemicals
and pharm=ceuticals.2 These include a caustic soda plant
and a calclup carbide plant.

PIDC set up three plants for heavy chemlcals; a
caustlc soda plant, a sulphuric acid plant, and a DDT fac-
tory. It also financed a number of other projects for the
manufacture of chemicals and pharmaceuticals. One of these
projects ls undergoing expansion through WPIDC assistance.
As to EPIDC, 1t has established, in collaboration with May
and Baker I1td. of UK., a pharmaceuticesl company, and 1is
presently studying the setting up of a streptomycin factory

and a DDT plnnt.3

Engineering

As the Second Five-Year Plan reaches 1ts close,
Pakistan stands at the threshold of a new era in the indus-

trial field. With near self-sufficiency in most consumer

Ly1c1C, PICIC at Work, op. cit., p.23.
2

IDEP, Review of the First 23 Months, op. cit., p. 12.

?Interview with the Public Relatlons Mansger, WPIDC,
Karachi, on Xay 4, 1964.
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goods, the country 1s lookling forward to developments in
engineering .

PICIC has encouraged a number of projects in the
engineering fleld. Among the projects flnanced so far are
those for the manufactures of electric motors and switch
gears, agricultural implements, textile spares, pipes and
plpe fittings, steel re-rolling, light engineering and
metal products.

To help satliefy the growing demand for motor scooters
and three wheelers, PICIC has financed a plant that will pro-
gressively manufacture 2,000 scooters and 1,000 three-wheelers
a year. To make the average man more mobile, it has also
flnenced four unlts in the bicycle manufacturing industry.l

WPIDC has two projects underway. The first, a ma-
chine-tool factory, involves an estimated outlay of Rs. 9.6
milllion and envisages oroduction of small to medium size
machine~tools not yet produced in Pakistan, such as milling
end grinding machines, shapers, transmission gear and rear
axles of trucks and cars, and textlile machinery. The Second,
a Heavy Machinery Complex, involves a total outlay of Rs. 250
million and envisages the manufacture of locomotives, road
bullding equipment, machinery for sugar and cement factories,

equlipnent for fertilizer plants, refineries and petrochemical

X,
PICIC, FPICIC at Work, op.cit., pp. 20-21.
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unlts, bollers and heat exchangers.l

Another project — a Heavy Electrical Complex — 1is
st1ll in its preliminary stages. It will be concerned with
the manufacture of high and low tension motors, generators,
transformers and rectifiers, frequency convertors, electri-
cal equipnent and machinery for special duties. e

With the help of German consultants, EPIDC is current-
ly studylng an iron and steel works project which is estimsted
to cost Rs. 270.77 rullllon.3

As to IDBP, it has provided total loans of Rs. 16.72
million to industries in the engineering field, out of
which Rs. 11.46 million were in foreign currency.u

Shipbuilding and Inland Water
Trangportation

Two shipyards and a dockyard were set up by PIDC
in East Pekisten. The first phase of the Karachi Shipyard
was completed in 1956 and since then extensions have been
carried out. Today, all the shares in Karachi Shipyard are
held by WPIDC on behalf of the government. The shipyard

lInterview ¥lth the Putlic Relations Manager, WPIDC,
Karachi, on May 4, 196k.

2Ibid.
3

n

Abdul Hafiz, op. clt., p. 143.
IDBP, Review of the First 23 Months, op. cit., p.l3.
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provides dry docking facllities for both Pakistani and foreign
ships and has undertaken a good deal of ship repsirs and
construction work.

In East Pakistan BPIDC is exécuting a bold program
for modernlzing and expanding Narayangan) Dockyard and
Khulna Shipyard. The corporation is sponsoring another
dry dockyard at Chittagong. This will not only serve
national purpose but also provide services to the foreign
vessels calling South East Asian ports.2

Inland water transport plays a vital role in the
economy of East Paklsten, and many efforts have been directed
towards 1ts expansion end modemization. A master-plan for
the development of all forms of transport in East Pakistan
was prepared by a firm of American Consultants, and the
task of promoting inland water transport facilitlies in the
private sector was assinged toPICIC. The World Bank agreed
to make avallable to PICIC foreign exchange funds for this
purpose .

PICIC staff, in collaboration with 2 team of con-
sultants sent by the World Bank, appraised the inland water

transport projects of those private operators who had requested

1
Interview with the Public Relations Manager, WPIDC,
Kerachi, on May ¥, 196k.

Abdul Hafiz, op. cit., p. 147.
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PICIC to finance theilr forelgn exchange requirements (local
currency w=2s to be provided by the operators themselves 1n
accordance with PICIC's financing policy). As a result,
the corporation sanctioned loans aggregsting to Rs.u40 mil-
lion to nine private companies.l Implementation of these
projects, with the expert advice of a British firm of
Consulting Naval Archltects engeged by PICIC, is underway.
The effect ¢ these projects is that 24 uneconomlc large-
slzed flats and 6 steam-driven tugs will be replaced by 60
modern pusher barges; and 6 pusher tugs, and a number of new
tugs, barges, passenger launches, oll tankers and cargo

vessels will be purchased.2

Fertilizers

PIDC took initlative in setting up three fertilizer
factories, two in West Pakistan and the third in East Pakis-
tan. The machinery and equipment of the largest factory
in West Paklstan was suppllied by USA in accordance with its
economic ald program. The other two factories, using natural
gas for the productlion of ammonium sulphate, were financed

by the Government of Pskistan, except for a grant of § 10

lprcic, PICIC at Work, op. cit., pe.16.

2
PICIC, PICIC at Work, ops cit., p. 16.
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million given by the United States of America .t

PIDC's successors have taken over the task of promot-
ing the fertilizers industry. WPIDC has established another
fertilizer plant and has under execution four projects for
the expansion of the exlsting plants,2 while EPIDC is work-

ing on anotheéer project for the production of superphosphate.3

Natural Gas

The discovery of natural gas at Sul in 1952 provided
Vest Paklstan, for the first time with an important domestic
gource of fuel. Sul 1s one of the 10 largest natural ges
flelds 1in the world, with reserves estimated at over 5 mil-
lion cuble feet, equivalent to over 115 million tons of
fuel oil.u The availlability of Sul gas in Ksrachl, Hyderabad
end other centres has made possible a steady growth of indus-
trlal production in West Pakisten which, otherwise, would
have been severely hindered by the necessity to use scarce
foreign exchange resources for importing fuel.

Following the discovery of the Sul natural gas, PIDC,
in collaboration with the Burmah 01l Company, built a 16-inch

1PIDC, The Role of PIDC in the Industrial Development
cf Paklstan, op. cit. pp. 8=9.

2
Interview with the Public Relations Mane ger, WPIDC,
Karachl, on ¥ay ¥, 1964.

3abaw Hefi2, op. cit., p. 146.

L
PIDC, The Role of PIDC in the Industriel Development
of Pakistan, op. cit., p. 12.
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pipeline from Sul to Karachi = a distance of 352 miles.
‘he cost emounted to Rs. 84 million, and the World Bank
provided & loan of Rs. 46.2 million.>

PIDC financed the construction of another 16-inch
pipeline from Sul to Hultan at a total cost of Rs. 97.3
million.g The corporation also participated in the setting
up of two gas distribution companies for the Sul-Karachi
plpeline. WPIDC is now f lnancing another distribution
company for the Sul/Multan pipeline.

In order to extend the distribution of the Sul gas
to the northern part of West Paklstan, a public limited
company under the name of Sul Northern gas Pipeline Ltd.,
has been formed with an authorized capitel of Rs. 400 mil-
lion (issued capital Rs. 100 million). One third of the
shares are owned by WPIDC and one third by the Burmah 01l
Cos The remaining shares were sold in Paklstan by public

offerlng.3

Coal
To promote mineral development, the Second Five-Year

Plan provided for an expenditure of Rs. 850 million ==

1
PIDC, Progress Report on Projects, 1962, op. cit.,

P 41.

aIbld., p. 42,

3In‘cernationo.l Bank for Reconstruction and Developnment,
Bank Press Release No. 64/17, May 14, 1964.
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Rs. 124 million in the public sector, Rs. 176 million in
the seml-public sector, and Rs. 550 million in the private
sector-1

PIDC proved to be the most active development bank
in that field and financed the development of a number of
local mines. Its provincial successor, WPIDC, 18 currently
working on two mine projects which, when completed in 1970,

2
wlll have a total capacity of 2,450 tons per day-

Leather snd Rubber

In Pakistan, the large number of domestic and wild
animals are a rich source of hides and skins. The annual
productilon of hides and skins 1is estimated at 20 million
pleces of which the masjor portion is exported.3 Export of
raw hides and skins does not bring as great a benefit to
the national econony as export of tenned leather. It wss
necessary, therefore, to expand and improve the leather
tanning fecilities which were inadequate.

By December 1963, PICIC had provided loens to this
Industry in the amoumt of Rs. 2+3 million for the establish-

ment of three new tamning units and the balancing and

1
The Second Five Year Plan, op. clte., p. 267

ZInterviev with the Public Relations Maneger, WPIDC,
Kerachi, on May 4, 196%.

3PICIC, PICIC at Work, op. cit., p. 29.
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modernization of six exlsting units;l and IDBP's loans
amounted to Rs. 2.8 million-2

The rubber industry received loans of Rs .800,000
from PICIC?, and Rs. 1.35 million from IDBP.Y

Glass and Ceramics

The basic rew material for glass and ceramics is
abundantly avallable in Pakistan and the development of
thils industry carries significant economic Justificat ion.

Among the enterprises assisted by PICIC is a large
sheet glass making factory and a modern high pressure bottle
manufacturing plant. PICIC has also financed the establish-
ment of three ceramle unlts, three sanitary wares and fittings
units, and two bricks and tiles umits. The corporation's
totel loans tothis Industry amounted toRs. 15.2 million by
Dzcember 1963.5

WPIDC has a project underway for the production of

1PICIC, Sixth Annuel Report, 1963, op. cit.. p. 16.
2

IDBP, Review of the Firsgt 23 Months, op. cit., p.ll.

3Ibld.

i
PICIC, PICIC st Work, op. cit., p. 30.

5PICIC,PICIC et Work, op. cit., p. 30.
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fire-bricks. The plant will have an annual capaclty of
1
10,000 tons and will cost Rs. 5.2 million.

Edible Oils

011 seeds occupy en important position eamong the
agricultural commodities produced in Pakistan. The oil
extracted from the seeds 1s used for food as well as indus-
trial purposes. At present the per caplta consunption of
fats in Pakistan is much below the normal diletory level.
As the production of vegetable olls cen be increased more
easlly and speedily than that of animal fat, an increase
in the supply of olls is of speclal significance.

By December 1963, PICIC had financed six new and
eleven existing edible oil projects, providing loans in
the amount of Rs. 13.3 million-e

Clgarettes

Clgarette Manufacturing ranks high among the consu-
mer goods industries in Pakistan. There were, by 1963, 12
clgarette factories producing 13,700 million cigarettes per
3

year.

PICIC has sanctloned two loans for the expanslon

linterview with the Public Relations Manager, WPIDC,
Karachl, on May 4, 1964.

2p10IC, Sixth Annual Report, 1963, &p. cit., p. 15.

3PICIC, PICIC at Work, Ope cit., p. 29.
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and modernization of existing units in order to enable them

! 8
to meet the growing demand for cheap brands of cigarettes.

Flour Milling

At the time of partition there were 30 flour mills
in Pakistan. The general working conditions of these mills
were unsatisfactory; over 40 per cent of the mills were
more than 30 years old and needed modernization.

By December 1963, PICIC had provided loans aggre-
gating to Rs. 7«0 million for the establishment of nine
new wnilts and the balancing of two exlsting units.2 IDBP!s
loans amownted to Rs. 1.6 million.>

Small Industries

Small industries employ about 80 per cent of Pakis-
ten's industrial workers and account for about 40 per cent
of industrial production. Mosgt of these enterprises are
rural cottage industries. A great many of then, however,
mgnufacture items that in more Industrialized countries are
produced in highly mechanized establishments. Their output

includes such ltems 28 machines and machine parts, machine

lPICIC, Sixth Annual Report, 1963, ope. cit., p. 15.
2

Ibid.

3IDBP, Review of First 23 Months, op. cit., p. 1l.
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tools, electrical equlpment, foundry components, re-rolled
steel products, soap, peint, varnish, bricks, ceramics,
glass, sports goods ana surgical 1nstruments.1

Although their production has expanded slignificantly
since 1947, these enterprises need to maintain their economic
rosltion. To be able to make use of more advanced technology,
they need better premlses, easier access to credilt and raw
msterials, and assistance in marketing .

As Indicated earlier, IDBP is entrusted with provid-
Ing finence to medium and small industries. The bank main-
talns a separate department to deal with the requirements
of the small industries and to assist the setting up of
such industries in the smsll industrial estates.

In West Pakistan, WPIDC has a division for the devel-
opment of small industries. This division carries out surveys
and Investigations about small industries, and runs & number
of service centers which provide treining and research faci-
lities as well as consultancy services to smell industries.

Under the Estate Development Program, nine small
irdustries estatesg are being set up throughout West Pakistan
with a view to make fumds avallable to the private entrepre-
neurs setting up industrial units In the estates and providing

facilities like road, power, water, sewerage, banks, post

lInternational Development Assocliation, Press
Release No. 62/20, November 2, 1962.
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offices, etc. These estates, covering a total area of €00
acres and offering 2,600 factory sites, are being developed
by the semi-public sector at a total cost of Rs. 24 .3 m11-

|
lion .l

B. CONTRIBUTIONS TO THE DEVELOPMENT
OF THE CAPITAL MARKET

The volume of private voluntary savings 1is relatively
low in Pakistan. The exlsting level of per caplta income,
which in spite of the effoprts put forth by the government
has falled to rige, hardly allows any savings by the house-
hold. Cross domesgtlc savings, however, are es timated, bet-
ween 7 and 8 per cent of the gross national product.2 By
meens of institutional inovations, this largeé proportion of
savings can be redirected to more productive uses. Efforts
to develop a capitsl market should aim at providing the
incentives and means for the investment of savings in new
ways, which will make financing more readily avallable for
productive projects requiring more funds than entrepreneurs
cen readily provide.

Development banks in Pakistan have fostered the growth

lInterview vith the Public Relations Manager, WPIDC,
Karachl, on May L, 196k,

2Gross National Produet during the Second Five~Year
Plan perilod 1s estimated at 25=30 billion rupeces per year,
See Outline of the Third Five Year Plan, op. clt., p. 1.
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of the capltal market in a number of ways. Foremost among
them is the sale, from their portfollos, of securities of
enterprises that have passed initial hurdles and have
become successful. Not only hes this encouraged broader
ownership of industrial shares end increased the supply of
the marketable securltles, but 1t has alsgo replenished the
development banks' resources from domestic sources and en-
abled them to continue and expand their new investment
activities. This has been the caseé particularly with PIDC
and later with WPIDC and EPIDC.

WPIDC and EPIDC have at times showed some reluctance
to part with thelr share interests in the enterprises that
they have establighed. This 1is understandable, for, the
dispos-1 of successful Investments leaves the corporations
with those which are mable to attract the private investor.

Portfolio sales are only one aspect of the ordinary
financing activities of the development banks. But they are
sufficiently important to warrant directing each stage of
the financing process to this end. The necessary condition
for marke tability 1s the established success of the enter-
prlse and reascnable prospects for 1its future. The quality
of the initial investment and the willingness to hold the
Investment until 1t becomes seasoned, perhaps for three or
four years, 1s thus basic to any effort the bank makes to
sell securities from its portfolio.
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The form of the investment 1s equally important. In
Paklistan, equlty securities are probably the only readily
marketable securitlies because of the inflatlonary trend in
the economy. A bond market exists only for government
securlties.

Another technlque used increasingly by the develop-
ment banks 1s underwriting the public issues of shares and
debentures of the enterprises they assist. The appraisal
of the enterprise by the development bank and 1ts willing-
ness to invest some of its own funds helps to create in
the investing public confidence that the enterprise being
assisted is sound.

The practice of underwriting in Pakistan 1s different
from that prevalling in developed capitsl markets like New
York or London. Underwriters in New York, for example,
perform essentlally a marketing function. They intend and
expect to dispose of all the securlties they wnderwrite,
and consider the operation unsuccessful if they are left
with any substentlal amount. In Pakistan, as in the other
developling comtries, underwrlting combines marketing and
investment functlon.

In cases where underwriting of a public 1ssue was
not possible, the development banks have encouraged the
average investors, who are not in a position to appraise

the technical, flnancial and managerial aspects of an
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enterprise, by particlipating in the projects. This technique
was employed in 2 number of cases by PIDC and later by 1its
provinclal successors. In 1954, PIDC participsted in the
share capltal of Sul Gas Distribution Company and could

sell three quarters of the equlty to private investors in
Pakistan and UK.1 Interestingly, many small investors were
among the purchasers. In 1964, WPIDC could sell two-thirds
of the initial capital of Sul Northern Gas Pilpeline Limited
to private investors in Pakis tan by participating in one-
third of the equity.

PICIC also participated in 13 joint ventures, in
whlch the bulk of the equlty capltasl was supplied by private
investors in Pakistan as well as abroad.

The management of the development banks can in many
other ways encoursge the flow of private savings into pro-
ductlve Investment. Some of the methods are discussed
below.

(a) Sale of Industrial Securitles with Bank's Guarantee

The advantages of placing industrial securities direct-
ly with the public are clear. Developing a willingness to

hold securlties 1s an ultimate goal of efforts to develop

1
International Benk for Reconstruction and Developnment,
Press Release No. 362, June 2, 1%54.

®Interview with the Public Relations Manager, WPIDC,
Karachl, on May 4, 1964,
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a capital market. This maybe accelerated through the sale
of clients securities with the bank's guarantee. The inves-
tor thereby obtains the additlonal protectlon of a direct
claim upon the bank's resources in case of trouble. From
the stendpoint of the institutlional investors, a securlty
of this kind has a great attraction. But 1t may seem less
desirable from the standpoint of the bank, since wldespread
portfolio sales wilth the bank's guarantee mlight narrow the

narket for 1ts own obligatlons.

(b) Sale of the Bank®!s own Obligations

This avoids many of the difficultlies inherent in
selling indws trial securities directly. The investor does
not need to appraise the merits of particular enterprises.
Fe only has to declde whether he has sufficlent confidence
in the management of the bank end in 1ts investment decislons
to comnlt to it a part of hls savings.

It should be noted, however, that the sale of the
bank's own obligations does not necessarlily broaden the
market for industrial securitlies, particularly where the
obligations carry speclal guarantee and redemption privi-
leges. This iz essentially a device for enlarging the

bank's resources.
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C. INDUSTRIAL PROMOTION
Developnent banks 1n Paklsten have engaged in a varlety
of non-financial activities which may be described as entrepre-
neurial. They have undertsken research and surveys to uncover
new investment opportunities. They have tried, both by mak-
ing investment opportunities widely known and by direct soll-
cltation, to persuade private industrlalists to take up
new lines of endeavour. They have established enterprises
themselves whenever efforts to interest privaete capital
proved unsuccessfule And they have well informed the public-—
businessnen, 1nﬁustflalists, investors - about the type and
the extent of the services they are equipped to provide.

The two Development Corporations (WPIDC and EPIDC)
prepare surveys and project reports before undertaking large
industrial ventures. In cases where competent staff 1s not
locally avallsatle they seek the assistance of foreign experts.
The existence of a revolving fund of Rs. 5 million for each
of the corporations has made 1t possible for them to under-
take these surveys without wailting for formal government
sanction, and thus to have always a portfolio of sultable
proJects. This allows the corporations tobegin construc-
tion almost immediately after a proposal is approvod-l

PICIC also lays great emphasis on the promotion of

1
Interview with the Public Relations Manager, WPIDC,
Karachi, on Msy %, 1964
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industries in new and untapped filelds. For this purpose 1t
arranges surveys and prepares schemes to determine the
desirablility and profitability of setting of manufacturilng
units in new and unexplored flelds. Its most frultful
endeavour in this directlion has been its surveys of the
cement, paper, sugar asnd sugsr by-products industries as

a result of which several projects have been developed and
financed.

IDBP, toc, maintains a separate department for
industriel promotion. Thls department assists the pros-
pective entrevreneurs 1n identifying and selecting the
most profitable and sound lines of investment. It under-
takes pre-investment studles of the various projects and
determines thelr potentiale It also investigates the

investnent possibilitles in new and untapped fields.



CHAPTER VI
EVALUATION

Industrielization has become one of the most impor-
tent roads to economle¢ development, and successful industria-
lization depends on a number of factors: capitasl, entrepre-
neurshlyp, skilled labor, access to modern manufacturing
techniques and to markets« Pakistan, 1llke other developlng
countries, lacks an adequate supply of most of these ingre-
dlentss. Some of them, llke capitel, mansgement, and technlcal
know=how, were directly imported in the past by a few relative-
ly large scale industries. The smell and medium size enter-
prizes hed to depend on the locally avallable resources.

In order to increase the supply of these ingredlents
of economic development, virtually every country of the world
has established institutions to mobilize 1ts resources of
capltal and know-how and channel them into productive use.
Though their form and activities differe greatly these ins-
titutions are generally known by the term "Development Banks".
Thelr common objective is to provide medium- and long-term
funds for productive investment as well as technlical advice

for the implementation of such investments.

130
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EVALUATION OF THE ECONOMIC IMPACT
OF TEE DEVEIOPMENT BANKS

The existing development banks have exerted a slg-
nificant impact on the economy of Pakistan. Their opera-
tions have broadened the industrial base, accelerated the
growth of the capital market, and increassed forelgn exchange
earnings. This they have achleved by :

(a) identifying the promising fields for investment
and helping in bringing together the factors of production;

(b) acting as a channel through which forelgn capiteal
and know-how could flow into the national economy;

(¢) stimulating the capltal market to mobilize domes-
tilc private savings and channel them into productive invest-
ment.

For the ilmplementation of the above items, the devel-
opnent banks hsve been entrusted with the following tools:

(a) 2 supply of long~term capital — part of 1t
being avallable in forelgn exchange;

(b) experienced management, well versed in modern
investment technigues and capable of appralsing objectively
investment oprortunities and market possibilitles, and having
a sound knowledge of local conditions;

(c) contacts with forelgn business, investment ins-
titutions, and intermsational financlal and technlcal assistance

agencles .
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PERFORMANCE OF THE DEVELOPMENT CORPORATIONS
Before golng into more details, a brief "summary of

figures" sbout WPIDC and EPIDC is perhaps appropriste.

wpIDC

Upon bifurcation of the parent organization (PIDC),
WPIDC inherited 33 completed and 4 non-going projects in
the field of large-scale industrles. By June 1964, the
corporation had completed two more projects. <The total
capltal outlay on all these projects amounted to Rs. 803 .3
million, of which the corporation's investment was Rs 577 .4
mllllon.1 Of the 34 completed projects, 22 are limlted
companies of whlch 12 are under the mansgement of WPIDC

2
while the remsining 10 are managed by private parties.

EPIDC

At the time of bifurcation, the investment of the
former PIDC in varlous projects in East Pakistan was valued
at Rs. 832.7 nillion, of which the share of EPIDC amounted
to Rs. 558.1 rlillion.3 During the first two years of 1ts
existence, 1.e. upto June 30, 1964, the investment made by
the corporatlion amounted to Rs. 319.1 million.u The number

n |
Econonic Survey of Pakistan, 1963-64, op. eit., pe %0O.

e
See Table 5, Appendix B.
3

i

Reconomlc Survey of Pskistan, 1963-64, op. cit., p. 4O.

Abduk Hafiz, op. cit., p. 143.
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of completed projects rose from 21 to 27, while 39 projects
involving a total capital outlay of Rs. 1,448.7 million
are under differentstages of execution.

The size end range of the enterprises financed by
the two development corporations show that they have played
a decisive role 1ln the industriesl growth of Pakistan. They
took initiative 1n financing industries that required a
heavy initial capltal invegbtment, a long period to set up,
or involved compliczted processes and high technical know-
ledge. They have limited thelr activities to the develop-
ment of industries listed in thelr schedules, snd have ref-
ralned fron assis ting Industries which are recelving asdequate
attention from privete investors. They have emphasized the
promotion and not the ownershlp of industries. In cases
where private capitsl was not forthcoming at the outset,
the corporations would invest thelr own funds and then try
to transfer the completed projects to private management once
it was shown tobe profitable. The corporations met with
conslderable success in this direction, which can be judged
from the fact that out of 43 completed projects in the large-
scale iIndustries and mining, WPIDC could assoclate private
capltal in as many as 2% projects. The investment ratio
of WPIDC and private capital in all the 42 completed projects

1
Ibido, e X quc
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is 8&:16.1 EPIDC has alsc assoclated private capital in a
nunber of cases, snd has transferred 7 projects to private
investors.

By this policy of transferring enterprises to pri-
vate interests the corporations have greatly contrlbuted to
the development of a spirit of entrepreneurship in the
country. And by relieving themselves from the management
of those enterprises which they have established in the
consumer and intermedlary industrles, they are able to
concentrate on the more complex organizational and technl-
cal problems of the heavy industry projects.

Beling development banks, WPIDC and EPIDC have a dual
role to play. Theyare Interested in profits, just like
private enterprises, but unlike privately owned financial
institutions for which earnings are the exclusive test of
economic efficiency, they are primarily concerned with the
total impact of their prolects on the economy of the coumntry.

A study of thelr sactivities reveals that the corpora-
tlons have well performed their "development" role. They
have invested only in those projects which private industria-
lists are elther unable or unwllling to undertake. They
have taken the initlative 1in setting up more difficult and

less profitable industries, such as heavy engineering, mining

.
Interview with the Public Relations MNansger, WPIDC,
Kerachi, on Nay 4,6 1964.
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heavy chemicals, fertilizers snd phermaceuticals. Most of
these enterprises required a large emount of capltal,
complicated processes, or a long time to set up, which pri-
vate investors often cannot afford.

Although required by thelr charters to act on the
basis of commercial conside-ratlon,in the discharge of
their functions, the corporatlons have nevertheless been
careful not to regard the profit motive as the sole crite-
rion governing thelr decisions. They have also sought to
develop the industrial potential of the two wings of the
country . In determining the locatlion of factories, speclal
ef forts were made to dlstribute them as widely as possible
and to avoid the excessive concentration of industrles in
a small nunber of urban centers. This was done to insure
a balsnced growth, not only productwise but also reglonwise.
Cver-concentration in a few places would leave the under-
developed regions unexploited, and 1t 1s precisely the
underdeveloped reglons that are likely tobe avoided by the
private entrepreneurs. No wonder, then, that the projects
of the corporations have sprung up far and wide, bringing
new prosperity and infusing a new spirit in people who
.othermisewould have been left out of the immediate beneflts
of industry.

In view of the acute shortage of technical experts,

the corporations have not hesitated to hire foreign
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consultants whenever the magnitude of their ventures made
it essentlials. This practice added consliderably to both the
initial capital expenditure and the operational costs, but
1t had the advantsge of providing a training -ground for
the Pakistanl employeces.

The corporations have granted a number of benefits
to their employees: resldential and medical faclllitles,
productlion or proflt bonuses, provident fund. Such a
paternalistlc attitude has helped in raising working con-
ditions as other privately owned enterprises have trlied to
follow the example set by the Development Corporations.

As 1t appears from the foregoing discusslion, WPIDC
and EPIDC nust be glvén credit for the way they have ful-
f111ed thelr role as Aevelopnent institutlons. They do
have, however, someé shorteonl gs. Reing entirely owned by
the govermment,they are sub)ect to polltical pressure by
private groups. Also, because the urge for large profits
1s absent, there has been at times a certain amount of in-
efficiency. Thus, the PIDC sponsored woollen and cotton
m1lls produced very little profits, but once they were
transferred to private hands, their proflt position imme-

dlately Amproved.
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PERFORMANCE OF THE FINANCE CORPORATIONS
PICIC

Since 1ts inception to March 31, 1964, PICIC sanc-
tioned loans amounting to Rs. 593.9 million of which
Rs. 558.7 were in foreign currencies and Rs. 35.3 million
in loecal currency-l This together with the entrepreneurs’
own contributlion was estimated to lend to a total invest-
ment of Rs. 1,414.5 milllon in the privete industrial
sector. Therefore, Rs. 820.7 million measure the moblliza-
tion effect of PICIC loans. It is significant that one
rupee of PICIC loan mobilized on the average Rs. 1.38 of
private funds. Once completed, the projects are estimated
to econtribute Rs. 401.5 million as the value added by manu-
facture. The impact in terms of foreign exchange savings
or earnings is forecasted at Rs. 245.9 million per year.2
Since the foreign exchenge expenditure of the projects
amounted to Rs. 686.1 million, the entire expenditure 1s
expected toc be recovered in about three years.

Though formed with the backing of the government,
PICIC is the omly privately owned finance corporation in
Peskistan. The fact that 1ts management 1s selected by and-

i i
Economic Survey of Pakisten, 1963-64  op. cit., pp.

158=59«
2Tpid .
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responsible to private shareholders means that 1t can 1n
many cases make bet ter investment declislions than a publlce
instltution would, without belng subject to political
pressures. It has furthermore conslderable freedom to
engege and dismiss staff and to establish administrative
and fiscal procedures approprlate to its purposes and needs.
Its abllity thus to functlon on a buslnesslike and efficient
basis has enhanced the corporation's effectiveness in sgti-
mulating investment actlivity in the private industrial
sector.

PICIC has been instrumental in fostering the spirit
of entrepreneurshlp in a number of ways. As noted earlier,
it has provided the necessary foreign exchange for produc-
tive projects where the rupee portion of the investment was
supplled by Pskistanl investors. It has alsoc made available
forelign exchange to those enterprises which needed it to
finance the import of machinery for balancing and moderniza-
tions This, 1t has been able to do because of large foreign
exchange loans secured from sbroad and especially from the
IBRD which tends to favour privately owned development banks.

One should mot fail to mention in this connection
PICIC's remarkable work in research and surveys for expvloring
productive investment opportunities. Its various studies led
to the establishment of a number of new enterprises in previ-

ously unexplored fields.
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As one would expect from a privately owned financial
firanclal institution, PICIC has shown greater concern for
profits than the other development banks in Pakistan. It
has concentrated on providing large loans to big and medium
enterprises in order to keep the cost of investigation and
administration low.

Although PICIC's charter authorizes 1t to grant loans
on the basis of the personal guarantee of the directors of
an enterprise, 1t has seldom made use of thls provision. It
prefers to obtaln a comprehensive mortgage or hypothecatlon
on movable and immovable assets. PICIC's attempt to obtaln
a mortgage on all of an enterprise's assets i1s not in line
with the objectives of a development institution, namely, to
keep open, for an enterprise, other avenues of finance. Thils,
howsver, 1s not a serious shortcomling, as the corporation
later on releases some of the enterprise's assets to enable
it toobbtein working capltel credit from a commerclal bank
approved by 1t.

PICIC should be given credit for its efforts to
encourage the development of the capital market. A large
number of business firms in Pakistan are family-owned and
insist on keeping the control and management within the
family circle. In order %o broaden industrial ownership,

the corporation requires as a condition of finance that
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the larger enterprises be limited companies with a general
issue of shares tc the public. Thus, in spite of the pre-
valling mores of the business community, PICIC has been able
to bring into existence 42 joint stock companies, 22 of which

are already listed on the stock exchange.l

IDEP
From 1ts inception in August 1961 to March 1964, IDBP

sanc tioned loans amounting to Rs. 224.9 million == Rs . 69.6
million in local currency and the rest in forelgn exchange .
Apart from the loan that the bank has sanctioned on 1ts own
it was also celled upon to administer foreign currency loans
to various projects on behalf of the government.a

IDBP has contributed to the industrlal development
of Pakistan by bringing into the industrial arena a large
number of new entrants = medium and smzll entrepreneurs =
especlally in the underdeveloped reglons of the country.
While PICIC ceters mostly to the requirements of large enter-
prises, IDBP was estsblished by the government to meet the
needs of enterprises 1n the lower brackets. Small and medium-
sized industries occupy an important place In the economy of

Pakistan. They employ about 80 per cent of the country's

1
Interview with the Secretary, PICIC, Karachl, on
May 7, 1964.

®Economic Survey of Paklstan, 1963=64, op. cit., p.161.
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industrial workers and account for about 40 per cent of the

industrisl production. It is hsrdly surprising, then, that

the Credit Enquiry Commission Report recommended the conver-
sion of PIFCO, which could finance only existing large-scale
industries by granting long-term loans, into an institution

more suilted to the needs of the country.

Financing such small and medium scale enterprises,
however, presents speclal cost and risk problems. The entre-
preneurs in these brackets are generally not well known to
the bank and do not have any record of dealings with 1t to
help IDBP determine tneilr credit worthiness. In many cases
they are uneducated, possess little managerlal abllity and
do not keep proper accounts. Under such conditions, IDBP
must undertake more cereful investigations about theilr
credit worthiness and thelr projects and has to exerclse
a greater amount of loan supervision.

In spite of the high costs of administering small
loans, about 80 per cent of IDBP's loens were for less than
Rs. 500,000, At the same time, 1t has tried to quote umi-
form interest rates on big and smell loans to avold critl-
cism of discrimination age inst small enterprlses.l

IDBP has often been criticized for being more of a

mortgegze bank than a2 development institution. It does not

1

Interest rates on IDBP's loans have ranged from
6 to 8 per cent. Interview with the Chief Accountant, IDEP,
Karachl in May 1964.
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grant loans against the future earnings of an enterprise and/
or the personal guarantee of the sponsors, but requires a
100 per cent coverage of its loans with speclfic assets.

It, thus, falls to comply with a basic requirement of sound
development banking: to finance enterprises with good earn-
ing prospects even though a mortgage on assets is not avall-
able. Such a conservative attltude may be traced to the

fact thet most of the personnel employed by IDBP have come
over from commercial banks and continue to apply conven-
tional crliteris of evaluating the financlal soundness of a
project. It should not be forgotten, however, that IDBP 1s

a relatively young institutlion and lacks, therefore, the
experlence and confidence of a long establlished development
bank. It is hoped that with time IDBP will modify its extra-
conservative policy to meet the requirements of an effective
develcpment bank.

With respect to working capital, IDBP expects the
enterprise finenced to obtain working capital loans fronm
commerclal banks eand prefers, therefore, to take mortgage
only on flxed assets; it, nevertheless, requires the enter-

prise to secure its permission before incurring additional

obligations .

SOME GENERAL CONSIDERATIONS

Establishnent of New Enterprlses Versus Expansion of
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Established Unlts: One of the primary alms of the develop-

ment banks in Pakistan has been to open new flelds of economle
activity and enlarge the variety of skills of the labour force
and the entrepreneurial group. Thls 1s particularly impor-
tant as only the development banks may supply the initiative
and assume the risks involved in financing new enterprises.
This was one of the major reasons for reorgenizing PIFCO,
which could not finence new enterprises, in the IDBP.

All the development banks in Pakistan have trled to
explore and finance new undertakings. To further this aim
they are engaged 1n research and survey of new projects. At
the same time they have not neglected the established enter-
prises. They have often helped them to obtain funds from
other sources. especlally those which are closed to the new
firms and have themselves grented loans whenever the enter-
priser's efforts proved unfruitful. PICIC and IDEP should
be glven credilt for striking a reasonable balance between
financing established and new enterprises. Of the 372 pro-
jects financed by PICIC, as many as 187 were new and in 72
ceses the entrépreneurs were entering the industrial fleld
for the first time. With respect to IDBP, about 58 per cent
of the total loans have gone to set up new units. In this
connection, 1t may be poilnted out that more new projects

were undertasken in East than 1n West Pakistan. This is
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1s justified by the deficlency of capital formation and dearth
of industries in that province. The greater proportion of
loans advanced for modermization and balancing of established
wmits in West Pakistan was necessary to help improve the qua-
11ty of industriel products through the import of modern

machinery .

Loans In Forelgn Exchange: There are some speclal problems

which the Finance Corporations encounter in extending loans
in foreign currencies. The principal among them relates to
the rlsk of depreclation in the rate of exchange. The
finance corporations could not prudently assume this risk.
If they did, a devaluatlion of any magnitude, in the local
currency, like that of the mid-fiftees, would seriously
impeir their capital, especlally 1f they do not have enough
reserves toabsorb the lcss. In case of PICIC, the Govern-
nent of Pakistan agreed to safeguard the corporatlion against
any forelgn exchange loss arising out of the first IBRD loan,
but d1d not continue such sn insurance against all of PICIC's
borrowings « Now both IDBP and PICIC pass this risk on to
borrowers who must repay thelr foreign exchange locans at

the rate prevailing at the time of repayment of the loan.
This is only logical because 1f the enterprises were to
borrow foreign exchange on thelr own they would pay back

at the prevalling market rate st the time of repayment.
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Equlty Financing Versus Loan Financing : Although both PICIC

and IDEP are permitted by their charters to rrovide equity
capital, most of MICIC's end almost all of TNRPIe finaneing
has been in the form of loan cspital. ™his wag done because
of the preference of the development banks and the private
entrepreneurs.

The finance corporations prefer to provide loan
capital for the following reasons: first, 1n the early years
of thelr operations, they are more concerned with bullding
up reserves, meeting administrative expenses, servicing
borrowed capital and paying dividends on their sharecapital.
The regular and immediate income generated by a loan port-
follo has a much greater appeal for the corporation than
the delayed and uncertain returns on equity investment.
Second, with loan capltal in an enterprise, the corporations
do not have to concern themselves with the manegement prob-
lems of of the enterprise which would cause pressure on
thelr staff's time. Also the manegement of an enterprise
calls for skills which are different from these employed in
project or credilt worthiness appralisal and in loan adminis-
tration.

With respect to the entrepreneurs, they benefit from
a tax advantage if the additional funds are Borrowed rather
than obtained by selling capltal stock, because interest on

loans 1s a deductible expense and dividends ere taxed in
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Peklstan. Second they prefer to obtain loan capital, because
in most cases the firms are famlly owned and they are reluc-
tant to share ownership and management with others. By
sharing ownership, they would have to disclose details

and secrets of their operations which may mean unnecessary
investlgation by government or tax inspectors. Furthermore,
the shares owned by the development banks could be sold to
rival interests or to persons who are undesirsble as part-

ners.

Profitability of Development Banks

As noted earller the development banks in Pakisten
are not primerily proflt making institutions. They were
established with the maln objective of accelerating the
industrial growth of the country by providing the missing
Ingredients of industrial development, major among them
belng medium and iong—term capltal.

As development institutions, thelr major concern
has been to select those enterprises for finance which are
in line with the government's industrisl policy« This is
to lncrease the industrlal potentisl of the country by
promoting industries which manufacture products based on
the Indigenous raw materials gvailsble in the country or
industrles which employ imported raw meaterials but save

or earn much needed foreign exchange.
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Belng a developing economy, Pakistan offers a good
potential market for making profits in the industrial field.
The fact 1s that lamost any soundly conceived enterprise 1is
likely tobe profitable, particularly in the field of medium
and large-scale 1ndustry.

The two development corporations, viz., WPIDC and
EPIDC have taken upon themselves the responsibility of devel-
oping these industrial enterprises which are unattractive
to private Ilnvestor but serve the overall interest of the
economy . PICIC being a pirvately owned corporation 1s nor-
nally more profit minded than IDBP which 1is governed owned
end subject to politlcel pressure from a large number of
small end medium-gized enterprises.

There are a number of factors, other than profit
makling, that influence the interest policy of the two cor-
poratlohs. They must take into consideration the minimum
dividends that they should pay to keep shareholders' funds
voluntarily invested and to preserve the prossibllity of
expanding thelr equity base in future. Charges to cover
administretive expenses and the cost of borrowed funds must
also be accounted for.

The finance corporations cannot, however, fix their
Interest rates independently. There are externally deter-

mined 1limits beyond which the Interest rates may not rise.
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A fundamental factor 1s the effect that interest charges
may have on the demand for losns. That demand, further-
more, 1s not determined exclusively by their interest
rates. It may be stimulated by the availability of non-
financiel service and advice; and by the "certificate of
soundness" that the corporations' financing may represent
in the country.

Another important consideration in fixing the
interest rates 1s whether the demand for loans in the
country is hlgh enough to engsge all of corporation's

resources, financlal and human.

Encouragement to Savings : The development banks in Pakistan

have encouraged savings by general public and enterprises
by providing incentives to save, and channeling them into
productive endeavours. This they have done in the follow-
ing ways:

(1) By offering capltal stock of public limited com-
Panies sponsored by the developed banks to general public.
In most cases 1t was observed that purchagers of stock in
this category were a large number of small investors spread
throughout the country.

(11) By providing the investors new avenues of invest-
mént, and necessary finance in foreign exchange to potentilally

profitable enterprigses. The new investment oprortunities
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created by promotional and entrepreneurial activities
undertaken by the development banks have helped redirect-
ing of savings from tradlitlonal channels of investment
like commerce and real esteste to industrial ventures.

(111) By requiring that family firms he converted
Inte public lim!ted compenies and shares offered for
general subscription. Also, by increasing the number of
listed companies on stock exchange has helped the develop-
ment of caplital market, which itself stimulates savings
and investment.

(Lv) IDBP has also encouraged savings by accepting

deposlts from general public and small investors.



APPENDIX A

CHECK-LIST USED FOR CASE STUDIES
OF DEVELOPMENT BANKS IN PAKISTAN
l. History:
(1) When and how the Corporation was formed
(11) Method of Incorporation
(111) Speclal features of the charter

2. Scope of Activities:
(1) Objectives of the development banks

(11) Linitations on the type of industries that
the bank can finsnce

(111) Limitations on the type of finence offered

3. Sources of Finance:
(1) Capital structure
(11) Sources of equity capital
(111) Sources of loan capital

(iv) Other sources of funds

4. Maragement and Orgenizational Structure:
(1) Policy makers of the bank
(11) Board of Directors and their responsibilities

(111) Appointment of board of directors and the
chief executive of the bank
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(v)

5+ Mode of
(1)

(11)

(111)
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Ma jor departments and their functions

Recruitment of staff

Operation:

Criterla for selecting an enterprise for finance
Process of project appraisal

Investment terms

(2) Porm of investment - equity or loan

(b) Size of investment

(¢) Interest policy

(@) Security poliey

(e) Loans in foreign exchange

(f) Other investment terms

6. Contribution to Tndustrial Development:

(1)
(11)
(111)

(1v)
(v)
(v1)
(vi1)
(vi11)
(1x)

Volume of investment
Industrywvise distribution of investment

Contributions towards developing specific
industries

Establishnent of new industries and enterprise s
Expans ion and modernization of existing enterprises
Development of capital market

Entrepreneurial and exploratory activities

Other contributions to the growth of economy

Future programs
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7+ Profitability of Development Banks:
(1) Financial stetements
(11) Attitude towards profit making

(111) Major sources of earnings and expenses

(1v) Self evaluation of performance



AFPPENDIX B
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TABLE 1
PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
Investment in Projects completed upto 30th June, 1961.

(Rs. in million)

Paid-uE Capital/Capital Cost

Name of the Projects Location Total Private
Investment b Investment
A{ EAST PAKISTAN

. Adamjee Jute Mills Ltd. Narayangaj 50.00 - 50.00
Amin Jute Mills Ltd. Chittagong 12.50 1.00 11.50

., Crescent Jute Mills Ltd. Khulna 17.50 4,67 12,83
Chittagong Jute Mfg.Co.Ltd.Chittagong 12.50 6.25 6.25
Latif Bawany Jute Mills
Ltd. Dacca 15.00 0.40 14 .60
People Jute Mills Ltd. Khulna 20.00 5.00 15,00

. Daulatpur Jute Mills Ltd. Khulna 7.50 - 7.50
Karim Jute Mills Ltd. Dacca 6.10 3,00 3.10

. Dacca Jute Mills Ltd. Dacca 8.58 3.00 5,58

. Nishat Jute Mills Ltd. Dacca 4,08 2.10 1,98

. Platinum Jubilee Jute

Mills Ltd. Khulna 30.00 28.66 1.34

Star Jute Mills Ltd., Khulna 10,02 7.50 2.52
. Kaﬁnaphuli Paper Mills

Lid. Chandraghona46.00 1.00 45 .00
. Dockyard & Engineering

Works Ltd. Narayanganj 7.50 4,50 3.00

Muslin Cotton Mills Ltd. Kaliganj 20.00 10,50 9.80

. Khulna Shipyard Khulna 41 .50 41.50 -

. Rangpur Sugar Mills Rangpur 26.94 26.94 -

;. Thakurgaon Sugar Mills Thakurgaon 20,89 20.89 -

. seal-Pak Sugar Mills Dewangan}j 18.56 18,56 -
Khulna Newsprint Factory. Khulna 150,00 150,00 -
B: WEST PAKISTAN

. Adamjee High Grade Board )

Paper Mills )
& )Nowshera 30,00 2.50 27 .50

. Nowshera Chemical Works )

(Adamjee Industries Ltd. )
. Sethi Straw Board Mills
Ltd. Rahwali 11.50 2.20 9.30

. Lyallpur Chemical and
Fertilizers Ltd. Lyallpur 2.50 1.88 0.62

. Kurram Chemical Co.Ltd. Rawalpindi 0.10 0.85 0.05

+ Pak-American Fertilizers

Ltd, Daudkhel 90.00 " 90.00 -
« Haripur Rosin & Turpentine
Factory Ltd. Haripur 1,20 0.50 0,70

+ Maple Leaf Cement Factory
Ltd. Daudkhel 50.00 50,00 -
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TABLE 1
PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
Investment in Projects completed upto 30th Jume, 1961.

(Rs. in million

4 =

tal tal Cost

Name of the Projects Location (+] vate
Investment b Investment

A! EAST PAKISTAN

1. Adamjee Jute Mills Ltd. Narayangaj 50.00 - 50.00
2. Amin Jute Mills Ltd. Chittagong 12.50 1.00 11.50
3. Crescent Jute Mills Ltd. EKhulaa 17.50 4.67 12.83
4, Chittagong Jute MHfg.Co.Ltd.Chittagong 12.50 6.25 6.25
. B+ Latif Bawany Jute Hills
Ltd. Dacea 15.00 0.40 14.60
6. People Jute Mills Ltd. Khulna 20,00 5.00 15.00
‘7. Danlatpur Jute Mills Ltd. Khulna 7.50 - 7.50
B, Earim Jute Mills Ltd. Daceca 6.10 3.00 3.10
9. Dacea Jute Mills Ltd. Dacca 8.58 3.00 5.58
10, Nishat Jute Mills Ltd. Daceca 4.08 2.10 1.98
11, Platinum Jubilee Jute
Hills Ltd. Ebulna 30.00 28.66 1.34
12, Star Jute Mills Ltd. Khulna 10.02 T 2.52
13, Eagpnaphuli Paper Mills
1Ta. Chandraghona,. oo 1.00 45.00
14, Dockyard & Engineering
Works Ltd. Harayanganj 7.50 4.50 3.00
15. Muslin Cotton Mills Ltd. Kaliganj 20.00 10, 9.80
16, Khulna Shipyard Ehulna 41.50 41.50 -
'17. Rangpur Sugar MHills Rangpur 26.94 26.94 -
13. Thakurgaon Sugar Mills Thakurgaon 20.89 20.89 -
19. Zeal-Pak Sugar Mills Dewanganj 18.56 18.56 -
B: WEST PAKISTAN
21. Adamjee High Grade Board )
Paper Mills ;
‘ & Nowshera 30.00 2.50 27 .50
22, Nowshera Chemical Works )
(Adamjee Industries Ltd. )
23. Sethi Straw Board Mills
Ltd. Rahwali 11.50 2.20 9.30
24, Lyallpur Chemical and
A Fertilizers Ltd. Lyallpur 2.50 1.88 0.62
25. Kurram Chemical Co.Ltd. Rawalpindi 0.10 0.85 0.05
26, Pak-American Fertilizers
Lt‘. W ”o” . ”-“ -
27. Haripur Rosin & Turpentine
Factory Ltd. Haripur 1.20 0.50 0.70

28. Maple Leaf Cement Factory -
llt‘o MI. “.“ “.“ -
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Paid-up Capital/Capital Cost

Name of the Projectis Location Total PIDC Private
Investment Investment

. seal=Pak Cement Factory

Ltd. Hyderabad 30.00 24 .44 5.56
. Charsadda Sugar Mills Ltd.Charsadda 13.00 2.99 10.81
. Harnai Woollen Mills Ltd. Harnai 5,00 4,12 0.88
., Bannu Wadlen Mills Ltd. Bannu 5.00 5.00 -
. Model Cotton Ginning Factory
Ltd. Mirpukhas 0.50 - 0.50
1, Model Ginning Factory Ltd.Sargodha 0.90 0.90 0.81
5. Model Ginning Factory Ltd. Sultanabad 0.50 0.05 0.45
5. Sui Gas Transmission Co.,
Ltd. Multan 37.80 8,15 29.65
7. Indus Gas Co., Ltd. Karachi 5.00 5.00 -
3. Makerwal Colliereies Ltd.
(including Gullakhel
Mallakhel Collieries). Makerwal 15.00 15,00 -
. Karachi Gas Co., Ltd. Karachi 15.00 5.00 10,00
. Karachi Shipyard and Engineering
Works Ltd. Earachi 78.69 78.69 -
l. b,.D.T. Factory Nowshera 3,02 3.02 -
2. Jauharabed Sugar Mills Jauharabad 10.85 1.25 -
,. Qaidabad Woollen Mills Qaidabad 3.06 3,06 -
4. Preparatory Survey of Iron Ore
in Dammar Nissar (Chitral Area)
Chitral 0.19 0.19 -
¥5. All Weather Road & Tunnel
Projectis Chitral 0.30 0.30 -
5. Iron Ore Survey & Prospecting 7.88 7.88 -
-419 Model Cotton Ginning Factories
Multan 2,10 0.21 1.89
Noabad 2.10 0.21 1.89
Matli 2.10 0.21 1,89
. Sui/Multan Gas Pipeline Sui/Multan 97.30 97.30 -
L. Peniecillin Factory Daudkhel 12,18 12.18
.. Pak-Dyes & Chemicals Ltd. Daudkhel 6.00 4,20 1.80
3. Talpur Textile Mills Tando Mohd
Khan 5,00 2.45 2.55
. Natural Gas Fertilizer
Factory Fenhuganj 244,00 244 .00 -
Total: 1,309.55 1,006,.87 302.68

Source: PIDC, Annual Report, 1960-61 (karachi: 1961), pp.44-45.
(This data was brought up-to-date during an interview
with the Public Relations Manager, in PIDC, Karachi
on May 4, 1964).
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with the Public Rela
on May 4, 1964).

Capital ital Cost
Rame of the Projects Loeation Total PIDC Private
Investment Investment
29. Zeal-Pak Cement Factory
’ Ltd. Hyderabad 30.00 24 .44 5.56
30. Charsadda Sugar Mills Ltd. Charsadda 13.00 2.99 10.81
31. Harnai Woollen Mills Lid. Hapmai 5.00 4.12 0.88
32, Bannu Wedlem Mills Ltd. Banmm 5.00 5.00 -
. 33, Hodel Cottom Gimning Factory
lltd- W 0.“ - ..”
34. Model Ginning Factory Ltd. Sargodha 0.90 0.90 0.81
35, Hodel Ginning Factory Ltd. Sultanabad 0.50 0.056 0.45
36. Sui Gas Transmissiom Co.,
Ltd. Multan 37.80 8.15 29.65
37. Indus Gas Co., Ltd. Earachi 5.00 5.00 -
38, Makerwal Colliereies Litd.
(including Gullakhel
Mallakhel Cellieries). Makerwal 15.00 15.00 -
39. Karachi Gas Co., Ltd. Karachi 15.00 5.00 10.00
40. EKarachi Shipyard and Engineering
Vorks Ltd. Earachi 78.69 78.69 -
41. Bo’-’. 'm m 3-” 3..’ -
42. Jauharabed Sugar Nills Jauharabad 10.85 1.28 -
£3. Qaidabad VWoollem Nills Qaidabad 3.06 3.00 -
44, Preparatory Survey of Irom Ore
in Dammar Nissar (Chitwral Area)
Chitral 0.19 0.19 -
45. All Veather Road & Tunnel
Projects Chitral 0.30 0.30 ~
46. Iron Ore Survey & Prospecting 7.88 7.88 -
47-49 Nodel Cotton Gimning Factories
Multan 2.10 0.21 1.89
Noabad 2.10 0.21 1.89
Matli 2.10 0.21 1.89
50. Sui/Hultan Gas Pipeline Sui/Multan 97.30 97.30 -
51, Penicillin Factory Dandkhel 12.18 12.18
52. Pak-Dyes & Chemicsls Ltd. Daudkhel 6.00 4.20 1.80
53. Talpur Textile Mills Tando Mohd
Ehan 5.00 2.45 2.55
54, Natural Gas Fertilizer
Factory Fenhuganj 244.00 244.00 -
Total: 1,309.55 1,006 .87 302.68
: PIDC, Annmual | 1960-61 (karachi: 1961), pp.44-45.
(This data was %‘ up-to-date during an interview

tions Manager, in PIDC, Karachi
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TABLE 2
PRODUCTION OF PIDC'S PROJECTS
AS AT 30TH JUNE, 1961.

1960-61 1951-52 to 1960-61
Commodity Unit Quantity Value Quantity  Value
Jute Manufacturers Tons 239,683 299,60 1,246,405 1,577.42
Paper (Karnaphuli). v 29,271 54.15 177,854 324,57
Board/Paper. - 13,344 20.52 60,853 95,93
NHewsprint & Mechanical paper
" 30,517 35 .46 48,871 56,97
Cement " 567,620 41.43 2,267,870 165 .44
Cotton Yarn Lbs 8,279,458 22,77 42,788,103 118,10
Blankets Nos. 27,133 .67 560,700 14,84
loollen Fabrics Yds. 394,270 6.30 2,759,389 45 .54
Coal Tons 190,384 8.19 966,681 43.32
Iron Ore H - - = 77,981 0.755
Sulphuric Acid " 5,234 2.22 12,771 5.75
Oleum " 393 0.16 2,029 1.05
super Phosphate " 8,844 2.64 12,970 3.89
. Caustic Soda " 3,686 1.35 18,732 6.86
Chlorine Liquid & Bleach
Liquid " - - 63,861 3.92
Chlorine Gas " 1,146 0.71 5,176 3.20
s D.D.T. " 278 2,64 2,411 22,15
Fertilizer " 46,612 15.20 131,869 43.06
Rosin Mds . 82,000 3.94 248.145 10.09
. Turpentine Gallons 105,689 0.21 295,096 0.66
. Santonin Kilos - - 26,154 14,94
. Congo Red Tons - - 94, 66 1.18
. Sulphur Black " 134 0.73 407,20 2.23
. Sugar o 35,325 14.36 190,208 221.00
. Natural Gas
1. Sui/Multan M.C.Ft. 4,828 9.47 6,924,051 14,79
2. Sui/Karachi M.C.Ft. 16,910 31.75 69,864,368 132.02
+ shipyard : - 29.55 - 73.85
Penicillin No. of vials
filled 1,859,715 1.85 1,859,715 1,85
T 602.88 3002.925
S ————

T
Source: PIDC,Annual Report, 1960-61 (Karachi: 1961),pp.48-49,
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TABLE 2
PRODUCTION OF PIDC'S PROJECTS
AS AT 30TH JUNE, 1961.

Source: PIDC,Amal Beport, 1060-1 (KIFSGRTT T061) ,pp.48~49.

1 g 1960-61 195152 to 1960-61
Fo. Commodity Unit Quantity Value Quantity Value
1. Jute Hasufacturers Tons 239,683 299.60 1,246,406 1,577.42
2. Paper (Earnaphuli). » 29,271 54.15 177,854 324 .57
‘ 5. Board/Paper. e 13,344 20.52 60,853 95.93
. 4, “ewsprint & Mechanical paper
| - 30,517 35.46 48,871 56,97
5. Cement » 567,620 41.43 2,267,870 165 .44
J é. Cotton Yarn 1¥s 8,279,458 22.77 42,788,103 118,10
7. Blankets Nos. 27,133 .67 560,700 14.84
8. Woollen Fabrics Yds. 394,270 6.30 2,759,389 45.54
9. Coal Tons 190,384 8.19 966,681 43.32
10, Iron Ore - - - - 77,981 0.755
11, Sulphurie Aecid - 5,234 2.22 12,771 5.75
12. Oleun - 393 0.16 2,029 1.05
'13. Super Phosplate " 8,844 2.64 12,970 3.89
14, Caustic Soda “ 3,686 1.35 18,732 6.86
16. Chlorine Liguid & Bleach
Liguid " - - 63,861 3.92
i6. Chlorine Gas . 1,146 0.71 5,176 3.20
17. b.D.T. - 278 2.64 2,411 22.15
18, Fertilizer " 46,612 15.20 131,869 43,06
'19. Rosin Nds . 82,000 3.94 248.145 10,09
20, Turpeatine Gallons 105,689 0.21 295,096 0.66
21. Santonin Eilos - - 26,154 14.94
22. Congo Red Tons - - 94, 66 1.18
.23, Sulphur Black - 134 0.73 407,20 2.23
24. Sugar - 35,325 14.36 190,208 221.00
25. Natural Gas
i. Sui/Nultan M.C.Ft. 4,828 9.47 6,924,051 14.79
2. Sui/XKarachi M.C.Ft. 16,910. 31.75 69,864,368 132.02
26. Shipyard - 29.55 - 73.85
27. Penieillin ¥o. of vials
filled 1,859,715 1.85 1,859,715 1.
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TABLE 3
PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
EXPORT EARNINGS BY P.I.D.C. PROJECTS
AS ON 30TH JUNE 1961.

(Rs. in million

1960-61 1959-60 1953-54 to 1960-61
Name of Commodity Unit ~Quantity Value Juantity Value Quantity value

. Jute Manufactures Tons 196,457 325.90 194,268 227.35 819,282 1,088.27

. Santonin Kilos 4,013 0.84 1,646 0.39 32,209 5.86
. Cement Tons 2,961 0.27 - - 104,642 10.44
Cotton Yarn Lbs 188,400 0.04 936,000 0.57 1,124,400 0.61

. Carpet Yarn " 47,000 0.20 35,166 0.14 82,166 0.34
. Artemisia 0Oil " - - - ~ 2,400 0.30
. Newsprint Tons 9,155 9.97 - - 9,155 9,97
Total: 337.23 228.45 1,115.79

Source: PIDC, Annual Report, 1960-61 (Karachi: 1961)
p. 50.
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TABLE 3
PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
I EXPORT EARNINGS BY P.I.D.C. PROJECTS
) AS ON 30TH JUNE 1961.

' _ (Rs. in millionm
1960-61 1959~-60 1 to 1 1

| Name of Commodity Unit mlb Value ﬁ!ﬁ Value E%IE :gu

t
1. Jute Manufactures Tons 196,457 325.90 194,268 227.35 819,282 1,088.2
| 2. sntm nloﬂ 4’013 o.“ l.m 003. 3’.2” 5..
3. Cement Tons 2,961 0.27 - ~ 104,642 10.4
4. Cotton Yarn Lis 188,400 0.04 936,000 0.571,124,400 0.6
| 5. Carpet Yarn " 47,000 0.20 35,166 0.14 82,166 0.3
7. lmm.t rm ”l“ 9.” - b .'1” 9-.‘
Total: 337.23 228.45 1,115.7
Source: PIDC, Annual Report, 1960-61 (Karachi: 1961)

p. 50.
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TABLE 4
PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION

Estimated Investment in Underway Projects
June 30, 1962

(Rs. in million)

Name of the Project Estimated Cost

A: EAST PAKISTAN

Quami Jute Mills, Sirajganj 15.00
W.Rahman Jute Mills, Chandpur 15.00
Pak Jute Mills, Ghorasal 15.00

. United Jute Mills, Narsingdi 15.00

Hafiz Jute Mills, Chittagong 30.00
. Extension to Khulna Newsprint Factory 40,00
Hard Board Factory, Khulna 10,00
Iron & Steel Works, Chittagong 133.25
Jaipurhat Sugar Mills, Japurhat 20.25
. Kushtia Sugar Mills, Kushtia 21.00

Modernisation & Expansion of Muslin Cotton
Mills, Kaliganj 2,92

Pakistan Pharmaceutical Industry Ltd. 7.50
Peat Development, Faridpur 12.85

Total A: 33T .77

TR T
B: WEST PAKISTAN
Natural Gas Fertilizer Factory, Multan 239.00
. Development of Centiral Block Sor-Range 26.50
. Zeal=-Pak Cement Factory, Hyderabad
(Extension) IV Kiln 16.20
TOTAL B: 281.70
B e eSS

Source: PIDC; Annual Report, 1960-61 (Karachi: 1961) p. 46. (The
data was brought up-to-date during an interview with the
Public Relations Manager, in PIDC, Karachi on May 4, 1964.
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TABLE 4

PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
Estimated Investwent in Underway Projects

June 30, 1962

(Rs, in milliom)

Name of the Project

Estimated Cost

A: EAST PAKISTAN

1., Quami Jute Mills, Sirajganj

2., V.Rahman Jute Mills, Chandpuy

3, Pak Jute Mills, Ghorasal

4, United Jute Nills, Narsiggdi

5. Bafiz Jute Mills, Chittagong

6. Extension to Kbhulna Newsprint Factory
7. Hard Boawrd Factory, Khulna

8. Iron & Bteel Works, Chittagong

9, Jaipurbat Sugar Mills, Japurhat

i0. Eushtia Sugar Mills, Kushtia

-) 11. Modernisation & Expansion of Muslin Cotton
Hills, EKaliganj)

12, Pakistan Pharmaceutical Industry Ltd.
| 13, Peat Development, Faridpur

Total A:

B: WEST PAKISTAN

14. Fatural Gas Fertilizer Factory, Multan
+ Development of Cemtral Block Sor-Range

16, Zeal-Pak Cement Factory, Hyderabad
(Extension) IV Kiln

TOTAL B:

" Total A + B:

15.00
15.00
15.00
15.00
37 .00
40.00
10.00
133.25
20.25
21.00

2.92
7.50
12.85

337.77

16.20

'281.70
e

- - Y —

Scurce: PIDC 1 (Karachi: 1961) p. 46. (The
datn’m during an intexview with the

Public Relations Manager, in PIDC, Earachi on May 4, 1964.



LST

22" L8 BG E1T 08° 002 1B30L

*p3T juswedeury

TeTI3snpul s/H 00°0T 00°¢ 00° ST *p31fv0D seDH TUOBIRY ‘6
COU

TTO yeuang s/H G9°62 c1°'8 0L'8E *P3T 0D UQISSTUWSURIL SeD Ing ‘8
‘P31 *oD eutrredld
SeH UILYJJION Ing

£q xeao ueye] = 0€° L6 0€° L6 autTedId S®H UBIINR TN L
*BUBAT], 1eAeH

IeZTUY NTTBW S/K T18°0 60°0 06°0 eypofaesg °p31T AX030ej SuTUUTH UOL30D [BPON  °9O
‘yerrnely

xofeq s/H S%°0 S0°0 0S°0 peqeuelIng °*p37 £x030%3 SurtUUTH UWOL30) TOPON G

ysyeg epnyy s/N GL'0 = SL"0 seyiandIIy °* P11 £X030%g BurUUTH UOLI0) TOPOR i 2
*dnoxn T310H

Jo ueyy s/K 90°CT 66°2 00°ST eppesIey) ‘P17 STITTH JIedng eppesieqy) °¢

‘P31 JI9yjoxg 3
TUleE "S/W 0S°1T - 08" 1T TTeAyeY °*P1T STTTH PIevog MeIlS TUYldS °%

(SOBT QQE *S¥ ST SOTJIISNpurT
*pa1 setalsnpul ( ooluwepy jo T1e3lTded dn pted Tel0])
salwepy*s/N 00°1Z2 - 00°12 ( sI)ION TeOTWaY) vIdysmoN (4)
( exoysmoN ‘sSTTTIN paxeog xodeg eofwepy (e) 1

rjuoweSvurv) 23eATIg Jopuf *TI

squaly 931BATId OaIdm Te1Tdedo dn

*0
Butdeuey INTHLSTANI PTed 180D TEIOL 109foxg 3J0o owWeN N

* 98

(UOTTTTIW UT °*SH)




85t

0S° 0T 81°'¥L2 69° ¥82 Te3l0L
0Z2°0 00°T 02°'T ndrxed ‘*paT ‘Ax010%g euriuadin], ® UTSOY 21
c0°0 G0'0 0T°0 TputdTesey ‘PIT ‘*0) TEOTWAYD wBIINY  *TT
08" T 0Z2°¥ 00°9 Touspneqg ‘°*pi17 sTeOTWeYD B SAC-¥ed 0T
- 00° ¢ 00°S TyoeIey ‘°p3T *0) SEBH SNpul ‘6
- 00°¢ 00°¢ nuueg ‘*p37 ‘STTIN USTEOM nuueg  °8
88°0 I1° % 00°S TeuxeHd ‘*p3T ‘STTTIH USTTOOM TRUJIBH ¥
= 00°0¢ 00°0€ Teuypneq ‘*pi17 4x030%g juswe) Jed] oTdefy ‘9
= 0Z2°91 0Z2° 91 ™ > ” (UTTIN Yad) @
¥6°9 00° €2 00°0¢ peqeIepiAg ‘*p1T AI0310BJ juUsWe) Ned-1voZ g
- 00°ST 00° €T snpul TJIeW ‘°*P3T SOTIOTITOD Temxeel ¥
= 00° 06 0006 TouNpneq ‘*p37 SISZITTILIISJ uedTISWy-Ned °¢C
z29'0 L8°1 08°2 andTTBAT ‘*p3T SIPZTITTIISOI B STeOTWEUD IndiredT °Z
- 69° 8L 69°8L Tyorxey‘*p37 siuaop Burxeeurduyg R paeddryg TUdBIEN  °T
:juowedeurel DAIAM umﬁﬂb..ﬁ
tSHINVAWOD TALIWIT OINI aawnyoX (v
T s soofosa 3o o108

(SUOTTTTW UY °SY)

*go6T ‘o€ INAL
AHLSNANI FOHUVT

SLOALOYd CHLITTANOD NI INIALSIANI
NOILVHOdHOD INTNAOTIATA TYVIHLSNANI NVISIAVA LSIM

¢ HI9VL



8¢t .
*TyoRIeY_‘DQIJM
JO 90TIJO0 8y} WOJIF PauTelqo ,,¥9-€961
j1aoday ssaxdoxd, peyustiqndun ‘DAIdm :o92Inog

6L°F1T 00° 999 6L°08L g + V Te3}0]L PUBID
*p3T* 0D surtedid 90° LT 16°¢€ L6°02 1e30]
SeH uIaylIOoN
™™g *s/K (foTing ®» snpujy)
£q JaaAo0 uede] auttadigd sen uelIny/Ing Jo sawaydg 3urssox) mmbﬁmm o1 2
= 68°T 12°0 0T°Z uelIny B peqeoN ‘TITIO0N *ovJ ‘UUTH WO330)D TOPOH, 44 5
1XeJ yoled S/W ¢c*2 cv°e 00°¢S ueyy PYoW opurl ‘STITN 9TT3IX9] andyel ‘€
'@ Xooutyoy S/K 09°6 G2°'1 S8° 0T peqeaeynor ‘sSTTTIK Je3ng Jooutgoy *g
[|OT}eUID3UL " S /| go'e - 20°¢ axeysmoN ‘Axo3oed *L'a‘'d ‘T
rusmadeuey 21BATIJ JX2pufl *I1I
2E°¥LE ZE° VLT T®30L
-op=- - czZ'0 czZ'0 1se0) uevINeN ‘sooanosey dutxyg Jo LaAang *¢OT
-op- - 82°¢C 82°¢ (*Yexey B ToUNInpeyeg ‘eillel ‘eqoxeym ‘vameul( *ZI
(*uySeqerey 1e soTIIEnd ® SOUTH ITBE NO0U(03°L
-op- - 00°6£2 00°6£32 ugrny ‘AIo3ovj JISZTTTIISL SBD TBINIEBN 9
81°2T 81°C1 Toyypneq ‘4xojlowy UTT[IOTUSd G
*0tatItdm - 80°¥1 80° %1 yZeqerey Surroedsoad pue £La2AIng aI0 WOI] i 2
= - 0€°0 0£°0 109foag Ta2uun], pue peoy xeyleepn TIV °€
- - 61°0 61°0 (eoay Tex3Ty)) JessIN
Joume( UT 2J0 Uox] Jo Asaang Axojexedaad 4
i - 00°¢e 90*¢ peqepted ‘STTIN USTTOOM PEqEDPTEd *T
rjuswadeury OQIdm Iepuf I
' STINVANOD GILIAIT OLNI CIW¥WOd LIX ION (d
sjualy 93BATIg OaIdM 183Tde) dn 100loIg 3O SWEN ‘oN
Sutdeuey LNIWLSTANI PTed 380D TE1OL

l“m




64T

TIE°LES 6¢C V. = Telor
PI°T 4 sewayog jusmdoraaag B} A2Aang *PT
1g° ¢ T S9TJI0}0BITDY ‘€1
(424 € . 31e8 *z21
00° 0T T senH TeInlepN 1T
€V 86 e 10D ‘0T
91°¢ 1 FFnysedq 3 sSTEOTINLOEMIEY ‘sTEOTWeYD ‘6
8€°0 T oTTI1X9L ‘R
09°08 € juaume) v
8¥%°8¥% (A aedng ‘g
%6°0S ¥ TOTIEBITTISTA JIBL R} JADZTITIIBL - ‘e
00°2€ T SurprTng-dTusg i /
01 9%¢ (4 Sutaeeutrfug Laeey *p
C1° G2 ¥ geTI1snpu]l 1seJoj pue paeog ‘Jaded *¥
o¥°* 1€ ! tejnr T
4 €
PWMW&W@MM&WMwM wpmwﬁwwm Axisnpul eyl Jo euwepy HMM

(UoTTITW UT *sH)

¥96T ‘0C HENAL

SLOICO¥d AVMUIANA 0 LOVULSHY
NOILVHOJYOD LNTNJOTIARA TVIULSAANI NVLEINVS LSEM

S H{TIVL



09T

.anuaﬁ@hﬁk JO 99TIIF0 91 WOIJ
peute1qo ,po-ceel '3I0doy ssaxdoxq, peystrandun ‘DAIJM :80INOE

6L° 08¢ oL (g + v) 1101 *D
8¥v ' c¥ 5 o g, = TR0
vL'8 0T * SOWAYDS SNOSUBTI2DSTH g
°6° T 9 *goxy pessaxda( XOF 2waydg ‘¥
00°21 8 *saJjua) £A3TTTIOBJ UOWWO) PUE SDTAISG LK -
L0'2 01 *S8I3Ud)
qusaudoraA9q sotTIIsSnpul 23833100 i
TL°81 6 *s91e1SY SoTIJI}sSnpu] Trewg T
:SFIIYLSNANI TIVAS °*49
14 € 2 1
©°*sSo®T U °*SHY sjoaloag * fxasnpuy oyl Jo dwepN *ON

1500 pelewIlsSy Jo *oN ‘- ag




161

TABLE 7
WEST PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
PRODUCTION FOR THE YEAR 1963-64
(Rs. in million)

Name of the No. of Capital Value of Pro- Value of exp-
Industry Projects Investment duction 63-64 ort 1963-064
A. LARGE INDUSTRIES:
1. Paper Board 2 29.90 33.23 -
“. Ship=building 1 78.69 16.17 1.80
. Heavy Chemicals 2 5.62 5.90 -
4, Fertilizer 3 331.50 58.99 1.98
3. Sugar 2 25.90 46.68 -
5. Cement 2 76.20 91.86 -
/. Textiles (Woollen &
Cotton) 10 22 .31 15.69 0.06
4. Chemicals Pharmaceuticals
and Dyestuffs 4 19.48 16.58 0.41
9, Coal 1 15.00 13.96 -
10. Natural Gas 6 168.70 54,62 -
11, 8alt 6 5.28 4.80 0.06
12, Survey & Development
Schemes & 14,81 - -
Total (A) 43 793.39 368.48 4,31
BE. SMALL INDUSTRIES:
1. Carpet Development centres
8 5.33 - -
2. Sales and Display Depots 8 0.97 - -
4. Sericulture Development
Centers 4 1.19 - -
4, Peripetatic Parties 3 0.14 - -
5. Miscellaneous B! 4,30 = -
Total (B) 27 11.93 - -
Total (A #+# B) 70 805.32 368.48 4,31

AT R e e o R e e T S e e e T e e T S e

Source: WPIDC, Unpublished "Progress Report, 1963-64"
obtained from the Office of WF!EC, *aracﬁi.
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STATEMENT NO.

1

PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION
Balance Sheet as at 30th June,1961.

CAPITAL AND LIABILITIES

CAPITAL
Authorised: 100 Ordinary Shares

of Rs. 1 lakh each 10,

Rs.

000,000

Issued: 50 ordinary shares of Rs.
1 lakh each fully paid

ADVANCES BY GOVERNMENT OF PAKISTAN
Amount authorised as at 30th

June, 1961, 1,870,

AMOUNT ADVANCED LESS REPAYMENTS

For Investment in Companies
under management other than

585,000

PIDC 68,924,476
For Middle East Jut Mills 12,535,478
For companies under P.I.D.C.

Management 480,566,129
For Projects completed & in

Production 229,852,801
For Projects Underway 352,857,297

Revolving Credit for Survey and
Investigation

DIVIDENDS ON GOVERNMENT HOLDINGS IN ASSOCIATED
COMPANIES ETC., PAYABLE TO GOVERNMENT OF

PAKISTAN
PROFIT AND LOSS ACCOUNT

Balance on 1lst July 1960
Add: Net Profit for the year
INSTITUTE OF PERSONNEL TRAINING (TWI)

AMOUNT DUE TO ASSOCIATED COMPANIES AND
COMPANIES UNDER PIDC MANAGEMENT

Due to Associated Companies
Due to Companies Managed by PIDC

CURRENT LIABILITIES OF HEAD OFFICE
REGIONAL AND BRANCH OFFICES

Due to Trustees of Provident Fund
Advances and Deposits
Creditors and Accrued Charges

Note: The above Profit is exclusive of the
loss on Projects as shown on the Assets side.

562,026,092

582,410,098

5,000,000

15,513,992
5,418,302

259,324
15,735,780

61,843
1,588,851
736,404

Rs.

5,000,000

1,149,436,190

20,932,294

15,995,104

2,336,898

1,200,916,241
T T T
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STATMENT HO. 1 - Continued

PROPERTY AND ASSETS

FIXED ASSETS OF HEAD OFFICE REGIONAL AND
BRANCH OFFICES

Less: Depreciation per Schedule attached.

P.I.D.C. PRINTING PRESS

INSTITUTE OF PERSONNEL TRAINING (TWI)
INVESTMENTS: At cost

In companies under Management

other than P.I.D.C. 59,299,610
In Companies under P.I.D.C.

Management 480,277,483
In Middle East Jute Mills 11,742,123

(The Book value of the quoted
Investment at 30th June, 1961
was Rs, 47,448,120; their market
value was Rs. 77,721,903)

PROJECTS

Projects Completed and in Produc-

tion at Cost less net coperating

losses since date of completion.
206,072,449

Project under Erection at Cost261!485,345

EXPENDITURE OUT OF REVOLVING CREDIT FOR SURVEY
AND INVESTIGATION

ADVANCES TO ASSOCIATES & COMPANIES UNDER PIDC
MANAGEMENT

Advances to Associated Companies
14,986,178

Advances to Companies Managed

by P.I.D.C. 70,152,400

CURRENT ASSETS OF HEAD OFFICE REGIONAL
& BRANCH OFFICES

Stocks & Stores Stationery Etc. 2,539,213

Debtors and Prepayments 3,782,101

Cash at Bank 60,860,269

Cash in hand 10,386 60,870,655
PROJECT PROFIT AND LOSS

Loss upto lst July 1960 19,824,257

Less: Loss taken over by Con-
panies floated during the

year 2!9452527
]
Add: Net loss for the
year 1,370,703

9,793,172

422,029

88,590

551,319,216

467,557,794

1,155,360

85,138,578

67,191,969

18,249,533

1,200,916, 241
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STATMENT NO. 2

PAKISTAN INDUSTRIAL DEVELOPMENT CORPORATION

Profit & Loss Account for the year ended 30th June 1961

Dividends received from
Investment in Companies 3331,015.00

Premiums received on sale
of shares in Companies 145895,029.50

Less: Premium received from
Investment in Companies

Paid or payable to Government
Net Rent of PIDC House & Other Buildings

Excess Insurance Claim received on
Consignment

S. 8. Tricolour
Insurance Commission received
Managing Agency Commisdon:-

Zeal-Pak Cement Factory Ltd.
728,199 .47
Muslin Cotton Mills Ltd. 106,464 .81

Karnaphuli Paper Mills Ltd. 284,869,00
Income from Interest:-

Bank Interest 1,097,110,85
On Advances to Companies

& Projects 2,055,850,34
Other Interest 211,188,06

Sundry Income Received
Less: Proportion of Administrative
Expenses

Administrative Expenses at Head
Office, Regional and Branch Offices.
4,939,927.82

Less amount allocated to Projects

Fees charges to Companies under PIDC
Management 4,819,079,.82

120, 848.00

Rs.

18,226,044 .50
18,192,734.00

33,310,50
382,346.27

694,061 ,91

1,119,533.28

3,364,149.25

236,118.22
’ ’ »



STATMENT NO. 2-Continued

Provision for losses of Stock
10,953 .00

Provision for doubtful debts
18,734.00

sundry Expenses

Deduct Income Tax paid

Net Profit for the year

29,687 .00
260,682 .55

411,217.55
5,418,301,88
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STATEMENT NO. 3
THE PAKISTAN INDUSTRIAL CREDIT AND INVESTMENT CORPORATION LTD.
Balance Sheet As At 31st December, 1963,

CAPITAL
Authorised
4,000,000 Ordinary shares of Rs. 10 each .. 40,000,000
11,000 000 Unclassified shares of Rs. 10 each ..110,000,000
150,000,000
Issued and Subscribed
4,000,000 Ordipary shares of Rs, 10
each fully paid in cash .o .o 40,000,000
RESERVES AND SURPLUS
Share premium - Note 1 . .o .o 140,000
Capital - Note 2 ] ] . e 966’ 507
Special . . .o e 2,149,287
General .- e LI ] .. - 4 ] 000' 000
Unappointed profit . . o 96,108 7,351,902
BORROWINGS - Unsecured
Rupee borrowing from Government of Pakistan .. 60,000,000
Foreign currency borrowings - Note 3 .o ..172,799,592 232,799,592
CURRENT LIABILITIES
Unsecured bank overdraft . .o es 1,010,769
Accrued expenses .o .o o 3,439,117
Sundry creditors .e .o - 791,580
Deposits against effective advances .o .o 805,587
Provision for taxation . .o .. 2,669,846
Unclaimed dividends . . oo 14,535
Proposed dividend .o ‘e .e 2,500,000 11,231,434
Rupees

291,382,928
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STATEMENT NO.3 - Continued

CASH AND BANK BALANCES
Cheques on hand wia .o
With banks on current account
With banks on deposit account ..

INVESTMENTS - AT COST

Trustee securities - market value
Rs. 22,461,500 (1962 Rs.22,453, 000)
Shares in Joint stock companies
quoted-market value Rs. 17,769, 270
(1962 Rs. 17,483,347) .o
Unquoted-includlng deposit against
shares to be issued Rs.2,105,000

Investment Trust units .
Foreign government treasury bllls
Bank acceptances . .o
Accrued interest oo .

EFFECTIVE ADVANCES

Secured advances - Note 4 228,289,823
Interest and charges .. 8,778,352

Less: Amounts received before
due date s g

OTHER ASSETS

Furniture, equipment and vehicles
Cost to 31st December 1962 468,427

Additions during the year 1321748
2

Disposals ve 99,241
]

Accumulated depreciation 2361856

g 711,743

. 2,336,884

. 4,981,492 8,030,119

. 22,342,000

. 13,157,779

. 4,785,000
‘ 500,000
. 4,360,639
. 2,565,484
. 371,889 48,082,791

237,068,175

265,078
202,083 467,161
Rupees 291,382,928

Source: The Pakisian Industrial Credit and Investment
Corporation Limited Sixth Annual Report,

(Karachi, June, 1963)
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STATEMENT NO, 4

THE PAKISTAN INDUSTRIAL CREDIT AND INVESTMENT CORPORATION LTD.
Profit and Loss Account for the year ended 3lst

December, 1963,

INTEREST, COMMITMENT CHARGES AND COMMISSIONS ..

ADMINISTRATIVE EXPENSES

Salaries and allowances .e .o .o
Contribution to staff benefits % o
Travelling and other allowances .o .o
Rent and utility services - .o .
Printing and stationery . .e .
Postage, telegrams and telephones .o .o
Miscellaneous .o e .o >e
OTHER ITEMS
Directors' fees and expenses .. - .o
Legal and other professional charges .o
Auditors' fees ve .o .o .o
Depreciation aa .o "e s
NET PROFIT CARRIED DOWN “s oo .e
PROVISLON FOR TAXATION .. .o - .o
On current year's profit .o b .o
Additional provision for previous years .o

APPROPRIATIONS FOR 1963

Capital reserve - .o ‘o s
Special Reserve . . ’e .

General reserve .o ‘e .o
Proposed dividend .

BALANCE CARRIED TO BALANCE SHEET

1,243,126
60,691
90,984
91,103
40,099
65,645

235, 861

33,777
7,333
8,000

110, 375

Rupees

3,650,000
521,859

129, 800
801,704
2,750,000
2,500,000

Rupees

8,723,134

1,827,509

159,485

8,627,534

19,337,662

4,171,859

6,181,504

96,108

10,449,471

169

STATEMENT NO. 4 - Continued

INCOME FROM ADVANCES AND UNDERWRITING

S LR ]
Interest and commitment charge
Technical assistance fees and other income ..

INCOME FROM INVESTMENTS

Dividend on shares .o
Interest on itermediary investments i%

MISCELLANEOUS RECEIPTS .o

PROFIT ON DISPOSAL OF FIXED ASSETS.

Balance on lst January 1963 .o .
Profit on Sale of Investments :

Net Profit brought down .s .
Special Reserve - excess transfers in

previous years now written back

15,639,548
1,565,337

690,626
1,377,054

Rupees

Rupees

17,204,885

2,067,680
19,207

45,890

19,337,662

190,769
129,800
8,627,534

1,501,368

10,449,471

i it and Investment
Source: The Pakistan Industrial Cred
° Corporation Limited Sixth Annual Report,

(Karachi, June, 1963)
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STATEMENT NO. 5
INDUSTRIAL DEVELOPMENT BANK OF PAKISTANT
Balance Sheet As At 30th June, 1963

CAPITAL AND LIABILITIES

CAPITAL

Authorised, issued, subscribed and paid-

up. (300,000 shares & Rs. 100/~ each) ...

RESERVES
Special Reserve ‘ee
General Reserve ve e

DEPOSITS AND OTHER ACCOUNTS

Fixed & Short Term -
Other Accounts "o

BORROWINGS FROM BANKS

State Bank of Pakistan (Secured by Demand

Promisory Note and Central Government

Guarantee) s 0

Others HEh
OTHER BORROWINGS

Central Government “ea

Others @
OTHER LIABILITIES

Dividend for the year ...

Unclaimed Dividend e e

Provision for Income Tax
(Less advance payments)

PROFIT & LOSS ACCOUNT

Profit for current year as
Loss Account e

LR

. e
...

per Profit &

L

Less Appropriations relating to current

year .«e
CONTINGENT LIABILITIES

-

.. e

-

-0

-

The Bank's Contingent Liability on account
of Guarantees and Letters of Credit as at
30th June, 1963 was Rs,406,324,132,50
(Rs. 174,500,000.00 as on 30th June, 1962).
Deferred Liability of Rs. 1,665,533.03 to ’
Central Government taken over by this

Ba-nk frOm PIFCO . .

1,775,000.00

2,790,000.00

1,531,282,69
28,197,140.93

9,500,000.00
37,800, 000,00

51,400,000.00
10,000, 000,00

1,350,000.00
5,002.46
552,254 .19

5,082,440.02

5,082,440.02

30th June,
1963.

30,000, 000,00

29,728,423 .62

47,300,000 .00

61,400,000 .00

1,907,256.65

174,900, 680.27
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STATEMENT NO. 5-Continued

30 June
PROPERTY AND ASSETS 1963

Rs. Rs.

CASH IN HAND AND WITH BANKS

In hand and with State Bank of Pakistan ... 3,192,785.46
With other Banks in Current aAccount vees 4,541,462.63

With other Banks at Call and Short
Notice . a LR LR 29,000' 000 .00 36’734,248.09

INVESTMENTS

Central Government Securities at cost
less amounts written off Market value
as on 30th June, 1963 Rs.3,113,842.60
(Rs, 3,104,219.00 on 30th June, 1962) ... 3,100,204.38

Other Investments at cost or market price
whichever is lower ce vow 600, 000,00 3,700,204.38

ADVANCES

LOANS o o s ...132,076,482.23 132,076,482.23
(Particulars of Advances-see separate
annexed) oo oo -

FURNITURE, FITTINGS, EQUIPMENTS, ETC.
Less Depreciation e e 310,967.84 310,967 .84

OTHER ASSETS

Stationery, Stamps, Suspense s 329,918.84
Inter-Office Adjustments ... coe 164,368.48
Adjusting Account, Interest, Commission, Etec.1,584,490.41 2,078,777.,73

174,900,680 .27
=
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STATEMENT NO.6

INDUSTRIAL DEVELOPMENT BANK OF PAKISTAN
Profit and Loss Account For The Year Ended

30th June, 1963.

EXPENDITURE

Interest paid on Deposits and Borrowings

Establishment e e
Travelling expenses s
Rent, Taxes, Insurance, Lighting, Etc.
Postage and Telegram cee
Stationery and Printing o
Repairs to Bank's property .es
Depreciation on Bank's property ...
Miscellaneous Expenses . P
Directors' Fees and Expenses . o
Law Charges P .cse
Auditors' Fees coe cve

Balance of Profit Carried down ...

Adjusted against Rs. 1,664,160.66 previous
period Rs. 1,665,533.03 paid by Central

LR

.00

L

L

“-r e

L

Government on account of guaranteed dividend

Bonus to Staff s ess
Provision for Taxation v
Transfer to Special Reserve wis o
Transfer to General Reserve ol W

Proposed Dividend @ 4.50 per share for the

year ended 30th June, 1963 cee
Balance carried to Balance Sheet

LN

LI I

Rs.

2,366,622.15
1,417,908.68

71,418.12
291,156.48
16,519.38
79,959 .71
4,587 .82
44,941.57
235,590 .60
60,307 .70
32,398.93
5,000 .00

5,082,440 .02

9,708,851.16

p———

129,440,02

2,225,000.00

508,000 .00
870,000 .00

1,350,000.00

Nil

5,082,440,02
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STATEMENT No. 6 - Continued.

INCOME

Interest, Exchange, Commission and Miscellaneous
Receipts Less usual and necessary provisions
other than provisions for taxation

Balance of profit brought forward from previous
account .o v

Balance of profit for the year brought down cos

Rs.

9,708,851.16

9,708,851 ,16
T e

5,082,440,02

5,082,440,02

Source: Industrial Development Bank of Pakistan
Second Annual Report, (Karachi: June, 1963),

PP. 1213
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