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CHAPTER I
PURPOSE OF THE STUDY
A. INTRODUCTION

Three centurles ago, about the year 1660, two of
the greatest monuments of modern history were created,
one in the West, and one in the East: 8¢, Paul's
Cathedral in London and the Taj-Mahal in Agra. Between
them the two symbolize perhaps better than words can
describe the comparative level of architectural tech-
nology, the comparative level of craftsmanship, and the
comparative level of affluence and sophistication the
two cultures had attained at that epoeh of history.l

But at about the same time there was also created,
and this time only in the West, a third monument, a
monument stlill greater in its eventual import for humanity.
Thia was Newton's Principia, published in 1687. Newton's
work had no counterpart in the India of Mughals, the
dynasty of emperors of Indla (1526-1857) founded by Baber--
& descendant of Barlus Turk.’

s ==

labdus Selaam, "Pakistan, The Case of Technological

Developments,” Bulletin of the Atosle Selentists, (Mareh,
» Pe &0

2rv14.



In 1757, one hundred years after the building
of the Taj-Mahal, the superior firepower of enn'-3
small arms had inflicted a humiliating defeat on the
descendents of llnh-hhn.h Another one hundred years
later, in 1857, Bahadur Shah II, the last of the Mughals,
had been forced to relinguish the Crown of Delhi to
Queen Victoria., With him, the last of the Mughals,
there passed away not only an emplire, but alsc a whole
tradition in art, technology, culture and learning. By
1857, English had supplanted Persian as the language of
State and learning., Shakespeare and Milton had replaced
the love lyrics of Hafiz and Omer Khayyam in school cur-
ricula, the medical canons of Avicenna had been forgotten

=

3Robert Clive (1725-1774) a British soldier and
statesman who was one of the oreators of British power
in India, later became governor of Bengal. He was often
called as a "Heaven born gemeral.” It was declared
the British parliament that he "had rendered great
meritorious services to his country."

"Ihh Jahan was the Moghul Emperor of Delhi, the
fifth of the ty. The period of his reign was the
golden age of an architecture, Shah Jahan erected

splendid monuments, the most famous of whieh is
ﬁhl at Agra, built as a tomb for his wife, Mumtaz
3 while the Pearl mosque at Agra snd the palace and
t at Delhi also commemorate him,
ra Peacocck throne; sald to have been worth
2000,000 also dates from his reign.



and the art of muslin making in Dacea had disappeared
to give way to the cottom prints of Lmuhin.s
British sdministration Cailed to plece any empha-
sls on technical education, on wmechanical sklililis or on
agricultural husbandry during its rule over the Indian
sub-continent.
In the economie organiszation of the Enpire,
Britain was to be the only manufacturing unit. All
of 1ts other parts--like India, Nigeria, Sudan--were

to supply raw materialas.

It is common knowledge that up to the Second
World var, britain had enormous investments in both
the Americas, Most of the progreses ln the Commonwealth
eountries and Dominion was also stimulated by the British
industrial development. 8o far as the area now forming
Pakistan is concerned, its manpower was generally employ-d
to man the Pritish Armies to maintsin and protect the
Bmpire., For this reason that pert of the indlian sub-
econtinent wee purposely kept industrially backward so
- that the populace would not be diverted into other
| echannels of omployuont.‘

L

Sivid.

‘lohnsu "nun-n Perspective," Fo
Vol. 38 'o- l‘. (m’. 19 O)’ De SSE : _-nm



peoples who are friendly toward 1t. Then he specifically
peints out:

One of the nations with which it U.3. 48 on

the friendliest terms is Pakistan. Pakistan is one
of the strangest states in the world today. . . .
it is still almost unknown, as far ss the United
States 1is concerned, But it is one of the most
importent of the new countries of ‘oln. and much
depends upon 1ts (uture evolution.

One of the great tasks of American forelign poliey
is to preserve and lmprove a soclety based upon consent
and mutual respect and to help to create an international
elimate in which govermment by consent can take root
and flourish. Flowing from this centrsl purpose are
more specific national interests such as the malntenance
of 8 strong free-world coalition designed to frustrate
SBoviet aggression; to influence the economics of other
countries and to modify the internstional economic situa-
tion,10

In this cold war period Amerioan forelign economic
policlies, says Ernest W. Lefever:

« + o must contribute to ocur ultimate goal of

a secure and peaceful wrid., . . . discourage fur-
ther comsuni st aggression; avoid a total nuclear

9lor-nn D. Palmer,"The United States and Pakisten,"
Current History, Vol. 34, N¥o. 199 (March, 1953), p. l4l.

10grnest W. Lefever thies and ted State
22£*§g¥ 1oy (New York: Mer ln“!?bgl, Inc., I§§o).
De



war, and malntain economiec uumhu compete suc-
cosafully with the eommunist bloec.

To serve these objectives of the United Gtates,
1t should have, 1f not should make, free~world alliles
who should be militarily, politically and economically
strong as well as committed to the cause of bullding
A world community of free and independent states.

In 1954, Pakistan end the United States signed
& Mutual Defense Assistance Agreement. Thias was followed
by Pakistan's membership in the Central Treaty Organi-
gation (CEVTO) and Southeast Asia Treaty Organization
(SEATC)., It 1s the only Asian country which is assoclated
 with both the ma jor collective security arrangerents
;u the Asian area., The Pakistan was Cirmed up still
:!'lrthor by the slgning of a Bilateral Agreement of Co-
’ :Oponuon between the two partners in 1959.
| Since China's invasion over India in October,
i"l Pakistan has made trade agreements snd has esteblished
!lhuonl with communist's countries. United States
h beginning to wonder whether Paklistsan would alter
,ill eourse substantielly., There is a feeling that
‘Pakistan might quit the membership of SEATO and CENTO.
rding tc diplomats in Karacehl even if Pakistan should

B1va,



ultimately pull out of the two reglonal pacts, the country
would still not cancel its mutual defense pact with the
United States.t2

Pakistan believes thest these delense arrangements
provide economlically underdeveloped countries like itselfl
with a shield of security from behind which they may
proceed with urgent tasks of social, pelitiesal and economie
reform, In this sense, then, the alliance between Pakistan
and the Unlted States 1s genuinely an "allliance for

progress.”
B, STATEMENT OF THE PROBLEM

The United States, through ¢ ntimued eccnomie
assistance and private investment among the [ree~nations,
is trying to achleve her greatest national objective=-~
to maintain her leadership im the [ree-world, FPakistan,
through mobilizing her resources and maintaining a
respected place among the free-nations of the world,
is trying to achleve her greatest national objective-~
to uplirt the standard of living of her people.

The purpose of this study is to show the importance
of the United States' investment in Palkdistan, in the
interests of Fakistan as well as the United States.

124ews 1tem in the Wall Street Jourmal, Ausust b, 1964,




C. IMPCRTANCE OF THS STUDX

A massive revolt ageinst poverty le currently
underway not only ia Asla, but also in Afrieca, the Middle
Bast and Latin Amerigca, The new lesders and thelr newly
emerging nations sre nonetheless caught in a great parsdox.
At the very moment that they want to eliminate outside
ties with industrial countries, which are reminiscent
of political subordination, they must Surn to the developed
countries for economic and technical help. Because
these undeveloped countries need help, they suddenly
occupy a plvotasl position in the struggle between the
Soviet Union and the United States.3

Cne of the major challenges fscing the United
States 1s the role of the emerging nations, a rcle already
well symboliged by their new importance in the United
Nations General Assembly. The path chosen by these new
states in the next few years will directly affect the
future of the world civilization. 8Should they tako the
road of totslitarianism and communi sm, the world will be
a much more dangerous plsce for the United States and

other free-nations.

134 rato the 60's, Studiass pr
prenared by
thirteen Foro! P'Ifb olcar‘h.CQDtora fo~ the U, 8,
%ongta Porelgn Pnlio, lonwlng House, Wasnhington 3,
. es P 1.



Studles ou Axariean forelgn poliey prepared by
$hs thirteer forelgn rolley ressareh centers (or the

United Stotes Senate make 1t clear that emesrging nations
will n2ed 3 substantisl smount of sooncaic ald in order
to bscome infustrislized, Outalde eapital, however,

ie mot effoctive except umder certaln conditions.

The scoromie heritage of Pekistan after ths sopara-
Sion frox Yritish Ivdila was slight or noneexistent since
it wss an undeveloped ecuntry, Predominantly Fakistan
s ar agriculturel country in which real industries do
ot exist, Savanty per cent of the Pakisten's vitslly
| needed forelpgn exchengs earnings come from the sale of
Paw nataviale, Tha country is struzgling hard to bDuild
heavy induatries t» utilise L1ts own raw meterials so as
~ 80 provide employment to its ever inereasing population
80 that the people will attain a tolerable standard of
lving.

Since Pakisten 418 economiocally undeveloped, many
industrial mations are establishing trade reletions with
1t and investing capisal to make 1t 2 permanent customer
 for thelr products. The United States of Americe, with
| & fow other doveloncd mations, has established political
relations with Pakistan so that Pakisten can resist
somnun! st aggression and satntain freefton, Cloz2n politliecal
and trade rslations with Pakiston as one of the American




allies will help implement American forelgn pollicy more
effectively in Asia,

The development of the Buropean Common Market
is eanother challenge to the United States' economy.
Bventually, this group of nations could become highly
conpeti tive in the world market, The Unlited States
therefore, will have to take the initiative in tapping
as potential customers the presently undeveloped lands
which comprise two-thirds of the world population and
Pakistan 1s the seventh largest nation im the world in
terms of population,

This study 1s therefore being conducted to pelint
out the need of the United States' economic assistence
through orivate investment in Pakistan whiech is important
not only to Paklstan but to the United “tates as well,

D. METHOD OF FROCEDURE

In order to ascertain whether thers 18 evidence
of the importance of the United 3tates' private investment
in Pakistan data were collected frow the Embassy of
Pakistan at Washington and from the Superintendent of
Documents, the United States Govermment Frinting Office
at Washington,

In addition to the foregoing primary sources
various books, magagines, periodicals snd goverment

10
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publications were ccllected through the wWilllam Allen
White Library at Emporia, Fansas, end from the Unlversity
of Denver Libraries, Denver, Colorado,

The next s‘ep was to explore the United Statees'
poliecy towards developing nations and exsmine the importsnce
of the United States' investment in Pakisten with particular
reference to private investment, Pakistan's need for
external asslatence, her policy toward private enterprise
system snd forelgn inveatment were then studied, Pakistan
as 2 growing merket {or the United States' products was
also analyzed,

Having established the importance of the United
States' investment in Pakistan the next step was to provide
basiec facts about the eountry that any prospective investor
would want to know. A brief history of the Moslems 1in
British Indla was presented as the majority of the people
of Pakistan are Moslems. An attempt was mede to show
Pakistan's location on the globe, its climatic condltions,
agricultural and Industrial resocurces and prevailing

commercial practices and procedures.



CHAPTER II
DESIRABLE CONDITICONS FOR | NV:STMENT
I. UKITED STATSS POLICY TOWARDS DEVELOPING HNATIONS

The great contest in thls world today 1s between
the forces of totalitarianism and the forces of [reedom.
The task of bullding the pesce applles to every nation--
large end small, But the fact remalns that the United
States, as 2 major nmiclear power, has a speclal responsi-~-
bility in the free world; "a responsibllity to the people
of the whole world who are affected by our doei-lona.'l

The free world (sces many grave problems. One
of the most basie and erucisl is the relentless pressure
of imperialist communism ageainst the netions and peoples
who are struggling to'!n-lin free from this econtrol,
Communi st pressure is directed with the greateat Intensity
and purpose agsinst the newly independent netions--forty
since the end of the Second World war--the nations where
millions and hundreds of millions of people live without
adequate food, without shelter, without education and
without a hove,

lpresident Xennedy, "New Opportunities in Search
for Peace," Addressing U, N, General Assembly at the United

Nations, The Department of State Bulletin, Vol., XLIX, No.
126;3§W;dﬁrikfons Gove roment F%In ng ce, Oot, 7: 1963),
Pe .
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These economieally underdeveloped nations are
looking for a shorteut to relative prosperitye--or, if
not prosperity, at leanst a tolerable standard of living.
They must find the shortecut soon, otherwise the communists
will move among them and say, "Come with us,"@

The best way, the cheapest way, the salfest way,
the most reliable way is to help them help themselves
maintaln their Creedom.’ This is central to the achleve-
ment of the United States' greatest national objective.
This objective is nothing less than to see established,
in President Kennedy's words, a "world community of
free and independent states, free to choose thelir own
future and thair own system @0 long as it does not
thresten the [reedom of omn.h

The Marshall plan, an outstanding success, is at
the -oufco of the present European strength and prosperity.
Its total investment-<thirteen bililon dollars--already
has been returned many fold to the United Stntes, This
return 1s not only in the form of repayment of lecans
but also in the form of ineressed pesce and prosperity

23tatements by President Kennedy and Secretary Ausk,
"President Yennedy and Seeretary Husk Urge sestorstion of

Foreign Ald Funda," The De nt of State Bulletin,
Vol. XLVII, Fo. 1215 [haﬁ%‘%«n Goverrment Printing
Ofﬂ.cO. Cet. a. 1962}' Pe s ®

3rb14, brvia., p. 518.



and savings in the United States' defense outlays made
possible by the fact that Western Burope has not fallen
prey to Communist doninltton.s

Referring to underdeveloped nations, Khrushchev
declared "our supreme alm is to make socialism, as prac-
ticed by the Soviet Unlon, the economie system of the
whole world" and "we declare war upon the United States
in the pesceful fleld of trade."®

The economie motive probably has been as influen-
tial as the humanitarian in the launching and extension
of economic assistance., President Roosevelt said:
"There will be rehabilitation abroad, not only for
humani tarian reasons but from standpoint of Anerica's
own interest, for it will mean & better purechasing power
abroad for American prodlatl.'T

On June 28, 1950, President Truman stated the
economio motive more biuntly: "We want to have a

5!lnry R. Labonssie, "Foreliun Ald, a Construc-
tive Tlement of United States Forelgn Polley,”

FEE_E§§§%§ of State Bulletin, Vol. XLV, No. 1l
3 Governmen nting Oflflece, August 21,
1961), p. 319.

6Martin Kingley "Idoas and Doliars in Asia,”
Atientic (November, 19& ) s P. 85,

1‘-‘. We R.-
(Washington: Publio Af’ll aro-l 19587, ?i



prosperous world that will be interested in buying the
immense amocunt of surplus things we are goling to uu.'°

The late Secretary of State John Foster Dulles
declared early in 1956 "the Unl ted States cannot live
either happlly or safely as an oasis of prosperity in a
desert of -tnry."

Hore recently, on September 19, 1962, President
Kennedy in his press statement sald, "Foreign aid has increas-
ingly meant trade, sales and Jobs in this country, and reform,
progress and new hope in the developing nlnm.-.'m

An editorial in the New York Times, April 22, 1952,
showed the importance of underdeveloped countries as a
potential market for United States' products by saying:

If the United States should succeed in ralsing

the standard of living of these underdeveloped areas
as much as two per cent, the resulting demand for
United States' products of all kinds would be
sufficlent to keep the productive machinery ﬁln;
full tilt as far ahead as any one could see,

The United States has been 1in the business of

foreign ald or of assisting foreign countries of the

‘mg.. p. 13.

conaresss Bk Seveions Beucioees Toser “Shureda Soe
ress ssion a 9561 t ecurit
Act of 1956," p. 2h. ' d

10statemont by President Kennedy and Secretary
Rusk, oB. m'

1lgaitorial in New York Times, April 22, 1952.



non-gcommuni st world for more than & decade. Henry R.
Labonssie, director of International Cooperstion Adminis-
tration during the past fifteen years, has had to do
with foreign asaistance in ons form or another, Address-
ing the regliomal briefing conference on foreign policy
sponsored jolntly by the Department of State amd the
World Affairs Council of Northern California at San
Prancisco, he emphasised the Lmportance of foreign aid
in these words:

Poreign aid, the much maligned forelgn ald, has
already won great vigtories for the causs of freedom=-
without 1t, military victories of the last war might
have become meanl #s8j without i1t, the map of
Europe, of the Middle Bast, and of the Far East wculd

be far, far different today. PForeign ald now is a
most powerful end coml!uouvo element of the foreign

policy of our country.

American assistance has gone through successive
phases, each asruming a different need. 8Since World
War II the United States has spent more than §50 billion
in economie and military assistance to moat of the nations
of the non-communist world, The largest amounts have
gone for the purpose of Buropean recovery and for economle
asslstance; but in recent years the emphasis has shifted
from economie to mtlitary aid and from Burcope to Asta 3

12Henry R. Labonssie, op. git., p. 319.

13gorman D. Pelmer, "The United States and Pakistan,"
Current History (Mareh, 1958), p. 142.
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In Asla the overall objective is to assiast the less
developed countries of the free-world to make genulne
progress in thelr social as well as their eccnomie
development, When the emphasis of economic assistance
was shifted from Europe to Asia or underdeveloped countries
in general, foreign ald programe had fallures as well
as success., Henry R. Labonsesie admitted:
s+ see Dut we also learned spome lessons, the main
one belng that assistance to industrial natlons
temporarily erippled by the wel (as with the Marshall
Plan) and assistance to underdeveloped countries
in their rise toward modernization are very dir- o
ferent problems requiring very different solutions.
In the underdeveloped countries limitations to economie
growth differ from country to country and from area to
area. The need therefore 18 to study the varying eir-
cumstances and problems of each country and to asasist
each country at the level of 1ts particular need.
Massachusetts Inatitute of Technology, one of
the thirteen forelgn policy research centers, made a
study of American foreign policy for the Senate and
came up with these remarke:
The ms jor economiec need of emerging nations is
for capitel investment to inecrease productive capacity
« » « » More thought and resources should be devoted
to fostering native private enterprise and foreign

private investment in underdeveloped areas. The
United States ald progrsm must not overlook the

Wiabonssie, op. oit., p. 320.



foreign exchange needs of small scale private trade
business in these countries., Requirements might
be met by ng foreign ex to develop-
ment b.nkl or other financlal institutions in the
recipient countries, which can then make tb.l
avallable to qualified entrepremneurs luany.
} The Corporation for Economic and Industrial Research,
Inc., is another foreign policy research center., In
1ts report to the Senate 1t suggests:
o » « gnoouraging United States firms to establish
affiliates, under businecss ownership and management,
with funds borrowed from the Development Loan Fund
but secured by the arffiliate property to minimize
private risk . . » . the investment guarantee pro-
gram of the Imomuo-hcmuuoa Aduinistration
should also be expanded
It 13 now known that the United 3tates economie
assistance, which was started nearly a decade ago, has
been contimued mersly by shifting emphasis from Europe
to Asia but it has not been realised that economio assist-
" ance does not make friends and influence pecple in all
the countries at the same level.

Intensive research was carried out at various
resecrch centers and studlies agree that emerging nations
will need substantial amounts of economie aid in order

to industrialize but more thought and resources should

-—

15!““.9 for the 60's, Studies prepared by thir-
;:'a roulgn Policy Research Centers for the U, 5. Senate,
ign Policy Clearing House, Washington, D. C., pe 5.

¥1b14., ». 6.
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19
be devoted to fostering native enterprise and foreign
private investment,

John Kenneth Galbraith, the Unlted States Ambassador
to India, recognized the importance of investment in
India and Pakistan, FHe sald that the present diagnosis
of the causes of underdevelopment, with its stress on
oapital, technical assistance and planning, does not
fit countries like India and Pakistan too badly. India
and Pakistan, he said, have an effective govermment and
that there 1s a substantial measure of literssy. Further,
they have a backlog of administrative and entrepreneurial
talent and there 18 a solld commitment to the goals of
soclal progull.r’ he observed,

II. PAKISTAN'S NEED FOR EXTuRNAL ASSISTANCE

The two global wars of the twentieth century
bave changed the pattern of the economie system of the
world, (Equally responsible is the industrial revolu-
tion.) However, two significant developments became
apparent since the end of the Second World war, First,
;h spreading reallization thet no nation can walk alone

today. Second, for the first time those countries which

v
B

17jonn K. Galbrait Revelopmont
m; (Cambridge: Ez."%on y Nll.£§962).
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20
have schieved a more abundant life have accepted responsi-
bility to assist undeveloped countries.:®

On gaining independence Pakistan emerged as
virtually a new country--predominantly agricultural,

with no industries--faced with the necessity of developing
its natural resocurces, moving towards industrislization,

finding new markets for its agricultural produce, and
raleing the standard of living of 1ts ever inersasing
population, many of whom were penniless refugees. The
govermment consequently became the prime motivator and
activator in the economiec development of the eountry
and to this end has embarked on a series of development
p].lnl.19
The gap between the developed and the undeveloped
countries in thelr standard of ilfe and economie conditions
is certalnly one of the crucial problems of cur time.
The capacity to support the population and to raise the
standard of living of any underdeveloped country is to
some extent a function of the capital available for
development of resources, pavid Harowltz, Governor
Bank of Israsl observed:

1830bert L. Garner, "More Harm Than Good," Time,
Vol. LXXVIIY, No. 13, (Sept. 29, 1961), p. 17.

19g, s, Department of Commerece, "Report of the
Investment Development Mission to Pakistan," Porel

ﬁgm_o-. Vol. 67, Bo. S (Washington: Goverrment Printling
0.. :.nu 29' 1962). ppn 3-1.



Capital for new development can be derived from
two sources: saving by the country itself and lmpor-
tation from outside, Acocumulation of capital is
extremely slow in underdeveloped countries and 1s
more dirfficult by the inereasing pressure of popue-
lation growing at a rate of 2 to 3 per cent per
annun, The prosperity to save 1s, of course, reduced
if the populaticn expands more rapidly than the
national inecme, so that the real inecome per capita
decrenases, The process of accumulation is further
restricteéed by the fact that institutional saving

in underdeveloped countries is in em ¢ stage
and the Bge of money as a medium of exc e is
limi t.‘o

In the case of Pukistan the economy is growlng
faster than her population. In 1963, Pakistan reglestered
the growing economy a4t an averspge rate of 4.2 per cent
annmually, alimost double the rate of growth of population
of 2.6 per cent per m.a Savings, voluntary and
through taxation, is not out of the question. The
resources at the disposal of some sections of the popu=-
lation are being diverted to investment by a system
of incentives as well as by taxation, Pakistan has
made appreciable progress in its basnking and credit
system, In 1948, Pakisten had 195 banks of which 172
were foreign ba: ks and 23 Pakistan banks, and in 1963,

205
uth Gruber, Scie New lations (New
York: Basic Books, I:n.. Iﬁi). p.%l

2linterim Report Serles (Series of reports publiished
on the progress of economie development in Pakistan
under the Seccnd FPlan, ITssusd by the Economie Ulvision,
BEmbassy of Pakisten, Washington, D. C., Volume IV, No. 5,
May, 1964), p. 1.



Pakistan has 957 banks of which T4 are foreign banke
and 883 Pakistan banks.2? But as the ambitious develop-
ment plans of Pakisten sterted to accelerate the economie
progress requires massive forelgn capital., Reallzing
the significance of the role of external capital in
the development plans, the pianning commisslon observed:
It is clear from the projections of forelgn exchange
earnings and expenditures et even non~-develiopment
10 TR e S ey =4
(Teble I shows the Seeond Plan projection of
forelgn exchange earnings.)
Pakistan's development plan (Second Plan, 1760-
1965) 1e imaginative, hard-headed and realistic. The
Plan envisapges a developmental outlay of #4.83 billion.
Domestie saving will finanee about 50 per cent of the
Plan and external ald and forelgn private investment

will provide the rest.2d

22! nterim Report Serles, Series of reports published
on the progress of economle development in Pakistan
under the Second Five Year Flan, Issued by the Eeconomie
Divislon, Embassy of Pakistan, Washington, D. C.5 Volume
IV, No. » :un.. 19&.' Pe 10

231’-&1 atan Planni

ng Commission, The Sgecnd Five
Year Plan, (Goverrment of Paklistan mﬁon.‘tI%xT.%mo. 1960),
Pe

2i1nterim Report Serles, op. eit., Vol. i1, No. 2,
.Ov.ﬁb"‘r. 1963. Pe le
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TABLE I

SECOND PLAN PROJECTION OF POREIGN EXCHANGE EARNI NGS
(Million Rupees)

Annual Annual
Avernge Average Total
Pirst 1959-60 Second Second

Plan (estimated) Plan Plan

n.‘ Jut. L ] - » - (] ® [ ] 8&3 818 800 h '000
Jute manufacture . . , 137 220 267 1,335
Raw cotton and

manufactures . . . . 388 368 380 1,900
Hides and skins. . , . 0 Lo 32 210
woo:.o . » [} v e e @ . 77 0 hoo
P8 o v s s s . P 31 L0 33 245
Miscellaneous oxportl. 159 200 2 1,440
Invisible receipts , . 220 207 21h 1,070
Total 1,912 1,970 2,120 10,600

Source: Paklstsn Planning Commission, op. eit., p. 91.



The objeetives of the Plan are manifold but may

be reduced to & hard-core of elesven primsry targets:

i.

2.

3.

b

5.

ED

To incresse the gross national product by

24 per cent.

To incresse the per capita income by 12 per
cent,

To inerease the production of food grains by
over 21 per cent to earry the country closer
to self-sufficiency in food stuffs.

To inerease industrial production by about
50 per cent.

To improve the balance »f payments position
by inereasing exports by 15 per cent.

To achleve substantial progress towards the
target of 3 million new job opportunities.
To relse the domestic saving from 6 per cent
(1955) to 10 per cent through a marginal rate
of saving of 25 per cent.

To bring about better distribution of incomes
between varicus income groups as well as between
regions,

To accelerate economie growth of relstively
less=developed areas in both East snd West
Pakistan,



10. To reorientate snd expand educational health
and soclial wolfare facilities.
1l To inerease housing fscilities, particularly
for lower-income group'.as

However modest this may appesr in an afflluent
soclety such as the United States, Pakistan is confident
that by achieving this rate of development the country
will be closer to the stage of sustained self-generating
growth, If this rete can be mainteined, Pakistan expects
to double its national income by 1975 and be in a position
to quadruple it by 1955.26

The importance of foreign assistance tc the economy
was grester than its magnitude might suggest. Although
it amounted to only four per cent of gross national
product, it financed (during the Pirst Plan periocd) a
very substantial proportion of development expenditure
and asbout one-third of the total imports of the country.
In recent years, nearly ten per cent of the country's
total food grain requirements wers met through imports,
made possible mostly by Uni ted States ald,

251p14,

26¥ew York Herald Tribume, "Pakistan Movi "
B | ng Forward
Sect! n 1T, November 17, J s Po No ;



The impact of external assistance on production
and Incomes, though not preclsely caleculable, was very
eonsiderable in the Pirst Plan peried., Table II shows
that the Uni ted States provided the bulk of aid, followed
by Csnada, the United Kingdom, Vest Germany, Australie,

Few Zealand and other countries., The Ford Foundation

and the United Nations also provided appreclable amounts
of ald, The World Bank came So the country's assistance
with substantial loans. The gap between sarnings and
expendi tures bdecomes very large when lmports for develop-
ment are taken into account,

Foreign aid snd loans and foreign private lnvest-
ment have largely helped the country's economy. Emphasizing
the importance of external ald requirements, the planning
commission has sald:

During the Plan period the foreign exchange earnings

of the country will incresse by about fifteen per
cent; but this will not be encugh to meet non-development
import requlrements. The entire develo ment import
requi rements, estimated at Ra. 6,500 million, will
have to be linanced from foreign aid and from private
foreign investment, With ths addition of balance

of payments support (Rs. 1,500 =illion), food grein
alid (Rs, 1,000 million) and extreordinary ald to mset
part of the rupee finance of the Indus tasin replace~-
ment works (Rs. 700 million), the total. foreign
resources needed amounts to Re. 9,700 million. If
these requirsments of external asslstance are not

met, the lemont-tl 'n of the FPlan will not be
poasible.,

2Trvi4., p. 103,
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TABLE II

EXTERNAL ASSISTANCE BY COUNTRIES AND AGENCIES

DURING FIRST PLAN PERICD
(Million Rupees)

Country or ageney Commni tment Arrival®
Ue B Au v ¢ 6 ¢ o 6 o s o o = l;.520 3.736
Canada . + ¢« ¢ ¢ ¢ « s ¢ 5 a8 w 313 299
United Kingdom . « « « & o« & & 150 65
West Ggmm e ® @ % ® o ® 8 ® 192 0
Australia, . s & & ® & e s ® @ u‘ 5
New Zealand, . . ¢« o« ¢« ¢« s s & 13 12
Other Conntries ,eve « « « s « 5 S
World Blnk ® o o ® & 8 ® o & @ “23 366
Ford Poundation. . ¢« » v o & » y ¢ 33
00 N.- [ ® L] ® w £ ] [ ] L2 [} L2 ] ® a!

Total 5,746 Iy 4645

Source: Pakistan Planning Commlssion, op. sit., p. 87.

#"Arrival” means "Actually Recelived."
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External assistance will play a critical role in
enabling the economy to develop in a mamner which should
have a favorable impeact on the balance of payments in
later years, It is expected that by 1965, forelign exchange

‘eamings will incresse much more rapidly and substitu-
r‘ilou of domestie production lor imports of all kinds
"will be much more substantial, With the suceessful
implementsetion of the plan the need for balance of pay-
,m- support and food grain aid should be eliminated,
snd it should become possible to finance development
imports inereasingly from the country's ouwn nmmn.“

David W, Bastin of Kmnses State Teachers College

summarizing "Foreign Ald: A Study of the United States
snd Russian influencs on Indian Foreign Polley" in 1963
csme to the conclusion that:

e » » Both-the Unlted States and the Scoviet Union
pledged sizeable amounts of economic assl stance to
IM“ R ™ 'h’-l. ﬁ‘ wt‘d .'.'.. “d was 'o b.
about three times as large as Soviet aid, the general
impression ereated was that Soviet ald was more
“‘1.“.‘0’, tm mt.‘ "-“. d‘ « ® ® & Tt Uﬂu.ld
definitely appear that India has bensfited economically

b; the enfagemamt of Soth m’guna Steates and the
Soviet Union in granting aid.

281p14.

29David w. Bastin, "Porelgn Ald: A Study of
United States and Russian Influence on Indian Forelgn
Policy,” (Unpubiished Master's thesis, The Kansas State
Teachers College, Bmporia, Kensas, 19‘3). p. 101
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On the contrary, Pakistan, which is divided into
two wings (East Pakistean and West Pakistan) by the country
India, has given the impression of belng grateful towards
the West, Pakistan is the Western anchor of SEATO South
East Asia Treaty Organization and the Eastern anchor of
the Baghdad Pact, It is the only Asian country which is
associanted with both the major ecollective security arrange-
ments in the Asien area, It holds that neutrality is
neither morally right nor pelitically nmnu.”

The leaders of Pakistan have not hesitated to
speak out fearlessly and repeatedly. President Ayub
Ehan in July, 1960, said:

Unlike several other countries around us we have
shut ourselves off almost completely from the pos-
8ibllity of any major assistance from the communist
bloc. We do not believe in hunting with the hound
and running with the hare., We wish to tollo’ and
are following, & clear and unambiguous path, -

On such statements from time and time again, from
the responsible leaders of Pakistan, Professor Palmer
observed:

Americans ars usually pleasantly surprised to

find a nation which is not afraid to assoceclate itself

with other countries, even including Western countries,
which does not seek to aseribe sinister motives to

30’.1.!‘. op. &o. Pe 12,

31Mohamed Ayub Khan, “Pakistan Perspective,”
Forelgn Affairs, Vol. 3%, No. 4, (July, 1960).
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the asalstance it is recelivi fros the United lt;tosz
and which seems genulnely glad to welcome Americans.

But, since China's invasion over India in October,
1962, Pakistan has negotiated trade agreements and has
shown & more friendly attlitude toward communist countries.
This friendly attitude appears to be because of the llow
of United “"tates arms supplies to neutral Indias, particulariy
the latest offer. In June, 1964, the United States has
agreed to supply §500 million worth of arms tc Indla
over a period of five years.?3 This could mean that
Pakistsn may get closer to the eommunist countries.
Agecording to the Wall Street Journal, August 4, 1964:

Une strong possibllity 1s thaet Pakistan will quit

the Southesst Asia Treaty Organization (8%AT0) . . .
might also leave the Central Treaty Organization
(CENTO) . . . Af Pakistan does substantially alter
its course, it could mean fresh troubie for American
officials llr,ndy hard pressed to evolve an effective
Asian polley.

Pakisten today is questioning the value of its
military elilance with the United Jtates and the United
States, in turn, is beginning to wonder if 1t really
ever has had a military allliance with Pakisten. However,

Paki stan questions how the United Stautes can equate an

32pg1mer, op. git., r. 2.

3News 1tem 1n the Wall Street Journal, P. 1,
Col., 1, Aupuat L, 1964.

brpia,
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2lly with a non-ally, 'Do you give aid equally to some
one who gives mo commitment in return?” questions one
Pakistan offieial.>®

Although not happy about the Unlted States Arms
suprly to neutral India (wlith no military pacts), Pakistan
elarified its position that even Al 1t should pull out
of reglonal pacts SEATO and CENTO the country would
8till not eancel its sutual defense pact wl th the United
States.

In Mareh, 1957, the President's Advisory Committee
(Fairless Committee) on the Mutual Security Program
recommended that: "In forsign assistance programs higher
priority should be given to those eountries which have
Joined in the collective security ly:tm."n Charles
Wolf, Jr., writing on "Foreign Aid: Theory and Practice
in Scuthern Asia," agrees with the Fairless Committee
and to t'e principle argued by one Congressman:

e « o that we should , . . take a more generous

attitude toward . . . these countries which are . . .
openly and avowedly our friends, like Pakistan,

than toward those who "5!““' an attitude of
neutralism, such as India,

351p14, 36; 114,

3TRepo to the President, by the President's
Citizen Aagson “on Futual Seeurity Progrsm, wWashington,
Oc C.! 1957. P- 11.

380hnrlul wolf, Jr., P
. oreli Ald: ‘!‘qu and Practice
l.n South-m A-i (lou'hru’y: Frinceton Unlversity rress,
’ n. he Qquotati n 1s fro Hutual Security Aet of
1955. ‘se Hsnrinyl, P. 90,
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The United States is providing military and economie
assistance to India and Pakistan--the two countries which
are spending thelr limited rescurces in thelr defense,
suspecting each other; and thus have strained relstions.
Professor Palmer, who has long foreseen these
strained relations and thelr effects on United States'
poliecy, observed:
Possibly the greatest contribution which the
Uni ted States could make to Pakistan, to the improve-
ment of its relations with Indla and to the Indo-
Fakistan relaticns as nn, and its broad objective
of helping to create Vsitustions of strength” where
there 1le¢ now weakness, would be to inerease the
amount of ltes economie asslistence to beth Indla and
Pakistan and to deo all it ean toc foster improved
relations be en the two great states of the Indian
subeontinent,
The government of the United States has been
supporting all the Pskistan's development plans. In
the future what would be the course of action, it is yet
to be seen, However, in 1961, 1t was assured by Presldent
Eennedy in a message to Pskistan which says, "wWe have
made known our deep interest in the success of the Sec.ond
Five Yesr Plan, and we intend to support the determined
effort of Pakisten govermment and people to insure its

success ."l‘°

”Pllmr. _2. eito. Pe méo

“°Iov York Herald 7T g% elt
’ L] po 7. (Th.
paper d1d not say on what 5 on'eho uu;ngo was sent,)
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Americsn privete investment in Pakistan, as compared
to that of the United Kingdom is substantially low. A
comprehensive anaiysis of foreign investment by the State
Bank of Pakistan shows the predominance of United Kingdom
investment which accounted for 66 per cent of the total
investment in Pakistan during 1960. The corresponding
share of American investment was 9 per ocnm.hl This is
the case in spite of the fact that thirteen forelgn poliecy
research centers emphasized the need for foreign private
investment (as shown in the previous section of this
study) and the special interest shown by the govermment
of Pakistan for American investors as shown imn the
following section,

III. PAKISTAN'S ENCOURAGEMENT FOR INVESTMENT

On August 14, 1947, when the new nation was borm,
it found itsclf with only two real assets. First, was
the vast area of rich grain and cotton producing land
in West Pakistan snd rice paddies and jute fields in
East Pakistan, BSecond, and perhaps the most important
was the spirit and determination of ite people. The

ullllt.rll R.poﬂ 8."1... QJ- °£!., Veol. 311; No.
1. Octbb!'l'. 1‘;63’ Do 2. 7
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National Ceographic magazine recalls "the survival of
Pakistan in those first terrible months was a nlrnh."hz

The country's economy at the time of independence
was predominantly agricultural and there were very few
organized industries. The govermment from the very
beginning, pald active attention to industrialization
and efforts were made to provide basliec facllities to
the industrialists,

Referring to the prineiples which in the aggregate
conprise the private enterprise system, Henry F. Holland,
Asalstant Secretary for Inter-Ame lcan Affalirs, summed
up the economic prineciples underliylng United States
economy thus:

¢« » o« that save in unususl situations, should
stay out of business, whether as producers, manu-
facturers, transporters or marketers . . . generally
bus!'ness operated by governments are not competitive,
profitadble or stable, They sre inherently wvulnerable
to managemsnt policlies designed to schleve aims other
than business objectives, . . . The second principle
to which we shall .be . stesdfast 1ls that the role
of govermment shoulid senerally be that of ereating
econd] tions favorable to private capital and prizate
enterprise. Private capital will not enter, however,
axcept where some basic conditions favorable to its
succeas are present . . . the most important of these
conditions of course include, guarantees of property
rights, guarantees of e¢ontract rights, guarantees of
an opportunity to earn a reasonable rate of return.
As regards property rights, no investor will knowingly

425,40 and Prenc Shor, "Pakistan, New Nstion in

an 014 Land," "B“‘% gggmgﬁg Vol. CGII, No. 5
('ovnb.r. i’ s Do » 7 ’ ’ '
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enter a country unless there is a reasonable certalnty
that the properties resulting from the investment
will not be expropriated without the payment of
prompt, adequate and effective compensation . . .

to the investor, govermment respect for control
rights is on psar with properties rights. The oppor-
tunity to earn a reasonable return on its investment
is the prigze for which private eaterprise strives
at home and abroad, Private enterprise generally
requires no govermment guarantee of & reasonsble
return. But it does demand assurance that govern=-
ments will not take actions ch will make a
reasonable return impossible .

The first industrial policy of Pakistan, announced
in 1947, was on the brosd principles of a private enter-
prise system. The country has adopted and intends to
follow the same industrial poliey. The govermment from
time to time has confirmed it as shown by the following
comments.

Addressing a jolnt meeting of the Far-Zastern
American Counell of Commerce and Industry and the National
Foreign Trade Counecil, the asmsssinated Prime Minister
Liaguat Ali Khan then visiting the United States in
1950 sald:

s o « Wa hAve , « « detalled the measures which
we have taken and propose to take in order to create
the necessary climate for the investment of private
capital in industry . . . we firmly belleve in
private enterprise over a very large fleld . . . we

attach the greatest importance to economic and
industrial developmente-mainly through indlvidual

L3genry P. Holland, "Eeonomie Prinelples Under-
lying Cur Own Beonomy," W’o{ State Bulletin,
Vol. , No. (¥ashington: Govermment Printing Clllice,
May 17, 1954), p. 766.



initiative, privete enterprise and the good will
and co-operstion of free and psaceful nations who
have the technieal skill and mmuz knowledge
to help in the progress of mankind,

In 1954, the Prime Minister of Pakistan, Choudhry
ioh-od All, outlined the country's industrial progranm
before the Par-Eastern American Council of Commerce and
Industry Incorporsted in New York. Commenting on the

outline of the program Fortuns magssine concluded:

American businessmen intervsted in doing business
abroad have good reasons to hope that political
difficulties will not interfere lmportantly with
theses propossls, which meet nearly all liar
objectives to private investment overseas.

On another occasion Mohamed Shoaib the Finance
Minister of Pakistan who was alsoc a permanent director
of the World Bank declared the broad principles of the
country's policy ast

Ve firmly believe that development is not some-
thing which a govermment hands down to a people.
Development can come about only mobllising the
energlies and enlisting the particlpation of all the
people. We believe in a pragmatic common sense
aprroach to economie problems. We stand with the
West in our firm bellef in human ueuey and indli-
vidual freedom. We do not want a state mg‘h would
control all aspects of our every day life.

Ll
(Wassachusebie: Harvard UiVersTEs Press, T9ED) o poist.

USgtare, "Pakisten Prospectus,” Portuns, Vol. L
No. 6 (December, 1954), p. 80. ' ’ '

bbyonaned Shoaib, "Heconomiec Trends in Pnkiotmc

"
Vital Speeches, Vol. XXVI, No. 1, (May 1, 1960), p. 433.



On Pebruary 20, 1959, the government of Pakistan
lssued a comprehensive statement of industrial poliey,
8till pertinent, that private enterprise would be offered
maximum opportunity for participation in the development
of the country's reaoureos.hT

It 1s the basic assumption of the Plan (the Second
Five Year Plo.n)ha that for the implementation of the
development program, reliance will be placed primarily
on private enterprise, This assumption has been made
not so much to reduce the burden on public finance as
in recognition of the fact that private enterprise has
a key role tec play in the economic development of the
country, Already the development of many industries
1s directly attributable to private enterprise., During
the Second Five Year Plan perlod (1960=1965) the private
sector 1s expeeted to expand more rlpidly.u9

h7Doparfbment of Investment Promotion and Supplies,
Guide to Investment in Pakiast (Karachl: Goverrment
aklstan Press, 1902), De L.

l‘a'l‘l'm Strategy of the Second Pive Yesnr Plan is
to encourage rapld growth of certain selected industries
both through provision of liberal feeilities to private
industry and through public investments where necsssary,
At the same time emphasls is placed on measures which
yield quick results, notably through mobilization of
exlsting skills and entrepreneurial spirit amongst pri-
vate businessmen,

thekistan Planning Commlssion, cp. clt., p. 225,
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The following measures are recommended for the
guldance and encouragement of private industries by the
planning commissiont

1, The recently created Investment Fromotion Bureau
will need to be developed into an effective elearing house
for all problems which investors may face. The Bureau
is designed to disseminate information on investment
opportunities and conditions in Pakistan and advice and
guidance t» investors; and to help private investors
in obtaining import licemees, land, bullding materials,
technical help or advice.

2. Obstacles to new investment will need to be
further reduced. The procedure for forelgn private
investment must be simplified,

3. Industrial leglslation willi nsed to be
raticnalized for faclilitating planned growth of industries.
4. The use of price controls needs to be an
exception; emphasis should be placed instead on increased
production and more vigorous competition as a means of

keeping prices at a ressonable lsvel., |

S. Control on the import of machinery and raw
materials will need to be further slmplified, and where
practicable, specified machinery and rew materials should
be freed from import restriction.
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6. Exports will need to be further facilitated
by suitable incentives., Thia is a continuing requirement.

7. Pinancial institutions will need to be
strengthened to stimulate private industrial development.

8. The govermment, in assoeclation with private
enterprice and bHusiness talent, will need to continue
the provisions of technical training, sclientific and
industrial research, services of expert consultants,
and collection and complilation of stetistics,

9. Speclal attention will need to be given to
the preparation of and publict ion of nmational standards
by the Pakisten Stendard Institution, The use of these
stendards will discourage ths production of sub-standard
grods lfor the domestie market, end will promote the
acceptance of Pakisten products in foreign umtl.so

Precticeally the entire industrial Cleld is open
to private enterprise, ths only exceptions besing
manufacture of arms and ammunitions of war, production
of atomiec ensrgy, rallways, air transport and tele-
communications which are reserved to the govermment to
own and oporuto.sl

50Pakisten Planning Commission, gp. git., p. 227.

51mrhout of Iaiuhnl Promotion and Supplies,
2. glt., p. 3.
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POLICY TOWARD POREIGN INVLSTMENT

In order to give the necessary stimulus to indus-
trial development, the govermment has adopted an extremely
liberal poliey toward foreign entrepreneurs, who can
stert any industry in the private sector with or without
the participation of loeal capltal,

The following safeguards and concessions are
aveilable to foreign investors in ?nﬂltul”

1. Repatriation faeilities: a) Foreign capital
invested in approved industries established alter
Septembesr, 1954, may be repatriated at any time, to the
extent of the original investment to the country from
which the investment originated, b) There is no restric-
tion on remittance of current proflits to the country
from which the investment originates. ¢) Any part of
the profits derived from investment and ploughed back
into industriel projects with the approval of the
povermment may be treated as investment for the purpose
of repatriation, d4) Appreciation of any capitsl under
(a) and (e¢) above may also be treated as investment
for the purpose of repatriation.

5znoparmnt of Investment Promotion and Supplies,
g. eit., p. 4l6. The Investment Promotion Wing of the
par nt of Investment Promotion and Suppiles was set up
in pursuance of the declared nbjectlive of the new industrial
!ong .of the Govermnment of Pakistan announced in Februury,
959 {o give "maxiugyy gcope to private enterprise in the
development of the resourees of the country." The Bureaus'
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2. United Ststes gomponsation guarantees: a)
fhe goverrment has no intention of nationallizing any
industry. No private entorprise has been naticnalized
gince the establishment of Pakistan, b) By an agreecmsnt
between the United States and Pakistan--The Treaty of
Friendship and Commerce-~Uni ted States Govermment guarantees
against losses arising from inconvertibllity of forelgn
currency into dollars, and agalnst expropristion, can be
obtainsd for lnvestments by private American investors
in business enterprigses in Pakistan on payment of &
small premium.

3. Local sapital partleipstion: Thers is no
riglid requirement about particlipation of Pakistan capltal
in any industry where foreign investment is approved
by government., In the case of oll refinery, however,
the Govermment expects substantial participation of
Pakistan caplital equity.

main task 12 to promote forelign as well as loesl private
investment in industry, realizing the targets of the
country's Development Plans in the private sector. The
safepuards and concessions offered to foreign investors
are taken from a booklet published by the Investment
Promotion Wiig of the Minis of Industries, available
from the Embassy of Pakistan in the Uni tod States,
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be BHellef from double axation: Rellef from
double taxation’> 1s available to Americen investors--
Treaty for the aveidance of Double Taxation, Pakistan
has an avoidance of double taxation agreement with the
United States,

S« Qorporate taxation: a) There is no distinetion
between publie and private companies as regards taxation.
b) Business Profits tax has been abolished. ¢) Corporate
taxatlion now consists of Inecome tax at thirty per cent
plus "Super tax" at rates varying according to the nature
of the company.

6. ITax holiday: Companies engaged in industrial
undertskings established after April 1, 1959, and before
July 1, 1965, are exempted from taxation for four years
and in less developed areas six years, Existing industries
would also be entitled to tax holiday on a new identifl-
able industriel process.

53he Govermment of Pakistan has an agreement for
the Avolidance of Double Taxation with a few countries,
namely the United States, United Ki s Sweden, Japan,
Federal Republic of Germmany, India, Switzerlsand and
Permark., One of the main purposes of such an agreement
is to classify the types of income which would be liable
to tax exclusively in one of the two countries (either
in Pakisten or in another country with which she has an
agreement) and, where such income is liable to tax in both
the countries, to devise a basis for the apportiomment of
such income between the two eountries. It also provides
for the grant of tax credlt where certain income is liable
to tax in both the countries,



7. Garrying forward losses: Losses lncurred
in any year emn be set off against income from the same

business profession or vocation during the succeeding
slx years,

8. American technicians: American techniciens
employed by approved industrial undertakings under con-
tract of service ars exempt from tax on thelir salary
income for a period of two years,

9. Contributionst Contributions made to poly-
technics, technical colleges and cther institutions are
allowed to be deducted from profits.

10. QOthers: There are additional concessions
to Mining Industries., Interest pald te foreign lenders
i also exempted from anntloncsh

IV. PAKISTAN, A GROWING MARKET FOR
UNITED STATES PRODUCTS

The United States Department of Commerce sent
ite third Investment lDevelopment Miassion to Pakistan
in late 1961 to further the already cordial business
relations between the two countries. This mission

headed by one of the United States Commerce Department

SLnrnocentives and Concessions to Imvestors in
Pakistan” (Issued by the Embasasy of Pakistan in the
United States), Embassy of Pakistan, Washingtomn 8, D. C.

L3



Officials and with six selected business speclallsts
explored oppertunities for participation by United States
private enterprise in capital investments, llcensing and
joint ventures, On its return the misalion reported:

American businessmen are fall to capitalize
on the unique opportunities offe to them 1a ,
Pakkistan., Industrial #s in Pakistan is keyed

to the resources and skl of private enterprise.
80l1id investment and trade opportunities exist and 55
participation by Unlted States lndustry is welccmed.

Pakistan 1s a growing market. One of the most
influential fectors alfeocting the market 1s the phys cal
division of Pakistan into two seoctors separated by the
country India, East Pakistau is atrateglically situated
as & base for export to the Far Last while West Faukistan
is a springboard to Africa and the Middle i‘.ut.s‘

The strongeat attrections for selective United
States investment in Pakistan are the apparently boundless
sour¢es of raw material, low cost labor, the need of
ninety-{ouwr million people, the absence of local ocmpe~-
titicn in many essential industries, customsry large
profit margine und the emphasis upon private enterprise
are the existing facts.’!

5"0. 8. Department of Commerce, gp. g¢it., pp. 8-1l.

S6rv14. 5Treig,
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Deterrents to United States investment sre the

mumerous govermment controls, some of which are necessitated

f by the unaveilability of sufficient forelgn sxchange,
inabllity to measure the purchasing power of the consumer
market, lack of industrial experience on the part of the
Pakistanis, the foothold already attained by competing
countries, heavy taxes, the official desire for Pakistani
equl ty psrticipation and a growing feeling sgainst the
corcentration of wealth in a relatively few hﬂl.sa
Price control is not intended to be & permanent
featurs of the govermment's poliey. In order to conserve
scarce foreign exchange it has been necessary to limit
the scope and level of many imports especially consumer
goods. As production and supply improve it is hoped
that control over prices will be progresaively roluod.59
Pakistan's industrial progress continues to gain
momentum, There 1s a need for a greater volume and variety
of lmported developmental goods, later as the standard
of living rises, so should the demand for consumer prod-
vcts, Table III presents the leading items imported

58r b4,

59T ne Central Board of Revenue, T Pakistan
(Karachi: The Central Board of nonnu:.-ﬂ'n&try o
Finance, Govermment of Pakistan, 1961), p. 3.
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TABLE III

LEADI NG IMPORTS IN 1960
(in miliion dollars)

Imports from Imports from
Import all Countries United States
!I.chintl". ‘11 klMl e & s = 130.8 27 !9
Grains pulps and flour . « « » 108.5 not available
Iron steel and manufaectures. . 69.9 5.0
Hine!'ll 011. " & 8 ® % e s ® ® 61.6 -
'.hiclﬁl ¢ @8 = » ® w8 = . s s h3.3 12.9
Drugs and modicima. « e s v e 20.9 2.9
Elsctrical goods and apparatus 19.1 lalg
chm’.eﬂl!. " @ 8 ¢ s e v 8 » ® m.s 303
D’OI and Color8. « =« o » s s = 1B .2 0.2
Non ferrcus materials and
manufeactures . « « « s s « o ll.9 005

Source: World Trade Informstlon Bervice, Part I,
No. 61-66, SBeptember, 1961, U. 3, Govermment Printing Office,
Washington, D. C,
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and Table TV on page 48 shows the ehief suppliers of the
country in the year 1960,

The present outloock for Unlted States snles is
optimistic, Vigorous sales promotion by on-the-spot
industry representatives giving grephie and conclusive
explanations or demonstrations of American equi ment
in operation is lacking on the part of United States
suppliers.

On July 1, 1960, Pakistan inaugurated a 4.8 billion
dollar Second Pive Year Plan (1960-1965) which involves
a foreign exchange outlay of two billion dollars. Over
the next decade, the billlon dollar Indus Basin project
also should generate a significant additional need for
many forelgn goods and services, Other favorable factors
for a growing market or sales include the recent relaxation
in Pakistan's import peliey, Agency for International
Development (AID) and Development Loan Pund (DL¥) omphasis
on procurement in the United States, and the recsntly
liberalized procedures and facilities of the Export-

Import Bank of -'uhington.so

. 60pavid W, Westley and Goorgo(s. Ayves, M{&

Ma t r U. 8, . t Economie repor
%rop-r"an tor 5’5 Eoril T%ndo & nforastion Service,
Part I, No, 61-66, Washington: U, 5., Government Printing
Office, 1961), p. 5.
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TABLE IV

CHIEF SUPFLIERS OF PAKISTAN IN 1960
(in million dollars)

Percentage of

Country Amount Total
mltsd St.te. - [ [ ] [ L) . - - L] 162.6 2’409
mt’d nmm ] « = . . - ] - 11“ Ou 17 ns
Germany (Federal Republic) . . 59.0 90
;.p‘n L[] L] [ ] - [ ] L] L] L ] L] ° » L] 55. 8.5
Imn . [ ] [ ] . . L] [ ] - * . . L] ® 33 SQl
Prance . « « « o« « s o« s &« s & 25. 3.9
Ind!... e ® & © ® ® e ¥ &4 e = ® 23 09 3.7
It “1’. ® ¥« ® s s e e & ® e @ ® 23 .0 3.5

St
-

- -

Source: world Trade Informetion Service, Part I,
No. 61-66, September, 1961, U. 8, Govermnment Printing Off1ice,
Washington, D. C.
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Consumers Goods: Perhaps only two to four milllon

persons are now finaneially capable of making more than
nominal purchases of consumer goods. Although Pakistanis
like and, in many instences prefer, Unlted States consumer
products, the market will rsmalin very limited for some
time begsuse of low annual per cepits purchasing power
(53 dellars) and stringent import restrictions designed
to conserve scarce foreign exchange for more essential
goods, WNevertheless, the urban Pakistanl has come Lnto
contact with many American household appliances and gadgets,
home furnishings, and semi-luxury items and has had his
appetite for them whetted. When clirecumstances permit,
this cculd be a mogt worthwhile merket for many Unl ted
States consumer prdu”..‘l

Chemicals and ticals: Pakistan has been
a good market for certain chemieal speclalities and such

American pharmaceutical products as vitsmins, antiblictics,
parsnteral solutions and malaria and fever remedies.

Several American and other forelign companies have begun
construction or have received approval for the establish-

ment of plants in Pskistan to produce or package pharmmaceuticsl
products, As & result of the liberalized import poliey

6121 .
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instituted in 1960 and the need to import most !ngrediecnts,
this market should expand greatly although some shirflt
in its character may ocecur. Meanwhile, the market for
such chemicel speclalitics as insectlicides and plastic
62

rav materials should also grow.

Transportation and Communmicetions Equipments

Pakistan represents an excellent market for most types
of trensportatiocn and communieation equipment, especially
for Unlted States trucks, busses and rallway vehicles.
Substantial public and private sector cutlays during

the Second Flve Year Plan are plamned for reilways,

porﬁ and shipping, inland water transport, highway
transportation, eivil aviaticon and telecommunications,
ineluding broadcasting ompuat.”

Metals and Mamufsctures: The outlock is for an
inerease in the demand for metals and manufacturess as

the Second Five Year Plan is implemented, although United
States suppliers already face severe competition from
Japan, the United Kingdom and Continental sources,
Shipments of metels snd manufactures to Pakistan from
the United States in 1960 were valued at 5.1 million
dollara., Important items have included tinplate,

621p14, *3rua.
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stainless steel sheets, steel reinforeing rods, plpes,
hand tools and some specialized items, such as fabricated
steel atruecture shapes and plates, electric steel sheets
and strips, and steel porutookl.“‘

Agricultu Produets: The current trend of a high
level of agricultural exports to Pakistan should cocntinue for
at least several years to come. United States exports of
sgricultural products to Pakistan in 1960 included wheat,
rice, edible colls, eto. . . « a8 shown in Table V.‘s

Eartimoving, Construction and Related Machinery:
A number of large construction projects especially hydro-

electris and irrigation, are planned and are under way in

both parts of Pakistan., Several Anerican companies already
are engaged in this fleld, a factor which should ensure

full consideration of United States earthmoving, construc-
tion and related equipment. The massive ome billion

doller Indus Pasin project which will take a decade to
'oonplcto is the largest of these. The Food and Agricultural
Commission set up in 1959 recommended several development
programs, These programs are expected to generate a large
demand for squipment and materials of agricultural nehinory.66

6h1pia, 651b1d., p. 5.
“Mo' Pe 6.
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TABLE V

UNITED STATES AGRICULTURAL EXPORTS
TO PAKISTAN IN 1960

Agricultural Products Million of Dollars

¥heat and whent flour. ¢« & & » * w® s » 70 (6
Ri °. » a . . . L] » - » L] . . . L] . - [ ] 12.6
Bdible 0118. o &« ¢ ¢ ¢ ¢ ¢ o 0 5 ¢ » o 7.
TlllOﬂ e % & % & s 4 8 = » e e @ s @ e 3 .
Raw cotton o o v+ s o o« s o s & ¢ & =« » le
Unmanufactured tobagso .o o o ¢« » « o 1.4

Source: World Trade Information Service, Part I,
Fo., 61-66, September, 1961, U. 8. Govermment Printing Office,
Hlah’.ngton. Dn o.
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Other Industrial Machinery: There 1s an excellent

potential for the sale of a wide range of such lines as
textile, vegetuble oii milling, refrigeration and alr
condi tioning, food processing machinery, engines and
office equipment. Machinery and equipment for these
and other new industries to be established should present
many opportunities for United States suppliers to increase
their sales in this market. Strong competition is present,
of course, from British, Japanese and German mnou.“

Engioeering, Gonstruetion snd Other Speslalised
Services: Pakistan is an excellent market for the Unlted

States engineering snd other similar services. Ameriocan
technicians, although considered expensive to hire and
maintain, have a good reputation, Pakistanl businessmen
have been encouraged by thelr goverrment to utilisze the
services of foreign consultants to provide technical help
and perform feasibllity studies., New opportunities should
dovelop for alert Amsrican firms as Pakistan undertakes a
variety of important indust-ial projects and moves forward
on plans to ilmplement transportation pro jects, colty con~
struction, end improvement of communiocation rmnuu.“

671ba4., ». 8. 681014,



CHAPTER I1IX
THE LAND, THE PEOPLE AND THE BCONOMY

In this chapter a brief history of the Moslems in
India is glven as Pakistan is a state which has been
created not on economie, linguistie or rascial basis,
but on that of religious unity of Moslems. The con-
ception of the ides of Pakistan and the birth of the
nation is also dealt with, Later, a description of the
situation of Pakistan on the globe, 1ts climate, area,
population, agriculture, industries and commercial
practices and procedure is offered.

Having recognized the importance of investment
in Pakistan this information provides necessary back-
ground about the country to a prospective investor,
Detalled statistical figures especially on population
were not avallable at the time of writing; however, the
latest available data are used.

I, HISTORY OF THE MOSLEMS IN INDIA
AND THE BIRTH OF PAKISTAN

The earliest Moslems to coms to India may have
salled from Arablia to expand thelr trade during the
lifetime of Prophet Mohamed. In the time of Damascas
Caliphate the CGovernor of Rasra heard that one of his
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ships had besn looted at Delent in 8ind, and sent a
punitive expedition under the leadership of Mohamed
Bin Qmasem to avenge the insult 1in 712 A.D. This MHoslem
invasion of Indlia resulted in the congquest and conversion
of most of '1“!1

Between A.D. 999 and 1025 Afghans raided India,
later on Turks invaded the country and finally established
& Moslem kingdom in Delhi, Pive Turkish and Afghan
dynasties ruled at Delhl from 1192 to 1526 A.D. To the
Turco=-Afghans succeeded the Moghuls, under whose six
emporors (1526-1707) Indian Moslems took back to the
period of glory. Aurangaseb was the last of the Great
Moghuls. The death of Emperor Aurangaseb was followed
by the disintegretion of the Moghul Empire. The sack
of the Delhi by Persian invaders in 1739 and the inereasing
strength of British, French and Duteh settlements on
the coasts left the last successor-~Bhadur Shah Zafar--
little more than moral authority and sentimental
lpp.ll.a

The responsibllity of the Moslems for the Indian
Mutiny of 1857--the first abortive independence movement--

lRichard Symond
Paber and ;l.bor, 199), 9%929_".3 of Pakistan (London:

z&'! pl 20.



and the extent of their particlipation in it, wa» con-
elderably exaggerated by contemporary British historians
and dlarists.’

Under the Moghuls ard in the Moslem states which
succeeded to part of their dominions, the Moslems had
filled the great majority of higher posts in the army,
the administration and the learned professions., The
East India Company had no use for either Moslems or
Hindus in senior positions in 1its service, It did need
a multitude of subordinate offlicials, but they had to
be English lpﬂnl‘ob

In 1835, as a result of Lord Macaulay's fasmous
"Mimate," English replaced Persian as an offieclal language
of higher educustion, The Hindus were quick to take
advantage of the schools opened by the British mission-
aries who begsn to come to India in the evangellesl
movement of the early nineteenth century. The Moslem
centers of learning, Delhi and Lucknow, were far from
the British centers of govermment, education and
commerce at Calcutta, Bombay, and Madras. Moslem
religious leaders were suspliecious of Christian schools,
The old tradition lingered om in Lucknow, where the
king had a 1llbrary of two hundred thousand books and

3rbid., p. 25. brvia., pp. 25-26.
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manuscripts and where the Urdu literature of the period
was full of joy and pride. Put Lucknow and Delhl were
sacked in the Mutiny and only in far away Hyderabad did
the old culture continue in a living tou.s

Sir William Hunter, in a remarkable book published
shortly after the Mutiny, gives a striking pleture of
the decaying Moslem middle class in Bengml:

They had lost their traditional positiomns in
peliece, courts of law, stracy, army and revenue
offices. Of 240 Indlian aders admlitted to the
Caleutta Bar between 1852 and 10863 only one was
Moslem, There were neo Moslem covenanted officers
or High Court judges. In all the Govermment gazetted
appointments of the preovince, they filled only 92
places out of 1338,

The proportion of the race a century ago had the
monopoly of the Government has now fallen to less than
one twenty-third of the whole administrat ion tmdy.6

This historical transfer of power from the hands
of the Moslems into the hands of Hindus in the flelds
of aduinfigtration, education, business, law, politics
and other professions, deeply eoncarned some of the
highly educated men; foremost in Moslem revival during

the seventy years or so before the birth of Pakistan,

SIbid.

6v. w. Hunter, m %&u_&m (London:
Truber and Company, 18717, p. .
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Notable among them were Sir Syed Almed Khan, Syed Amir
All and Sir Mohamed Egbal,

8ir Syed Almed returned %o India from England,
convinged that the only hope for the advancement of
Moslem community was by the absorption of western learning
and science, and by reconciliation with the Britlish,
His greatest contribution to the Moslem recovery was
the establishment of the Mohamaden Anglo Oriental college
which subsequently became Aligarh Muslim University in
1875, The college was residential, on the Oxford and
Cambridge model, and 1ts first three principals were
inglishmen. The college was successful in Sir Syed's
immediate objective of producing not only candidates
for the higher ranks of govermment service, but political
leaders as n11.1

Maulana Mohamed Ali, leader of the Khilafat Move-
ment, Khawja Nazimuddin, former Governor General of
Pakistan, Liagquat All Khan, former Prime Minister of
Pakistan, and Pleld Marshall Mohamed Ayub Khan, the
present President of Pakistan, were all Aligarh gradustes,

Pakistan is the world's first nation to have
been concelived by a poet, This was Mohammad Igbal, who
wrote mystiec poems foretelling a new Moslem mation that

7.n°nd.| 220 Mo. D 29.



would arise in British Indh.a The name Pakistan was
coined from Persian and used by the poet-philosopher
Mohammad Ighal to designete a spiritual or relligious

realm meaning "Land Sten of the pure Pak ." It

was first employed as a political slogan by C. Ralmat

All and some assoclates at Cambridge, England in 1933,

to symbolisze their ideal of Moslem state which should be
formed of predominantly Moslem areas in India in contrast
to the rest of India, which they called Hindustan, meaning
"Land of the Hindus."? The 1dea of Moslem state was
adopted as a goal by the politicel party known as Muslim
League at its Lahore sessiocn in 1940. Since then
Mohammed All Jinneh, a whip-sharp patriot and president

of the Muslim League,devoted his entire life to  the
creation of Pakistan. On August 14, 1947, when independence
was granted to the former British Indlan Bmplire, Pakistan
came inte exlstence.

8yilliam W. wWade, U. 8. (Volume
27, %o, 6, of the noron-go hm}'&% H. W.
Wilson Company, 1955), p. 47. "Pakistan: Divided it
Stands," was an article published in the '
Digest, November, 1954. It was reprint 1 permlission

n L] 2. Q.b POLLQI u M edlted b, William W,
Wade.

9" pakistan,"” Americana (196
edition), Volume in%mp. !!!. i



II. PAKISTAN OFN THE GLOBB

Pakistsn consl sts of two parta, Bast Pakistan
and West Fekistan, which are separated from each other
by ebout 1,000 milea of Indian territory. East Pakistan
liee between the long tudes 08 E and 92.30 E and between
latitudes 21 N and 27 Nj while Weat Pakistan is situated
between the longl tudes of 61 E and 75 E and latitudes of
24 ¥ and 37 ¥ 10

West Pakisten Souches the Himalayan foothills and
the Hindukush Mountalns Iin the north. It iz separated
from Russia by a narrow stretch of mountaln ranges and
extends from Pamirs down to the Arablan Sea, In the west
are Afghanistan and Iran, while in the east and south it
is bounded by Indla., It comprises the (ormer provinces
of North Western Frontier Provinces, Baluchistan, Sind
and a major part of the pre-Partition Punjab and the
former States of Bhawalpur, Khalirpur, Kalat, Makran and
Lasbela., West Pakisten is a land of great scenic contrast,
The rugged mountaln reglons of the north give way to the
plains and fertile land of the Indus Valley and to the
barren deserts in the south amd west.l}

10snwar Iqbal Quresii Pak;_.EP% ugﬁ Facts
(Prepared [or the Govarnnnni.o akistan, Minis ry.or
Pinencs, Rawalrindi, March 29, 1963), p. 6.

1irpi4,
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East Pakisten llies between the Indian provinces
of West Bengal and Assam and the Union of BSurma, with
the Bay of Bengal in the south. It comprises the parts
of the pre-partition provinces of Bengal, & major portion
of the Sylhet distriet of Assam and the Chittagong Hill
Tracts. In East Pakistan there are no wide contrasts of
scenery.

. Heavy rainfall and an extensive river system have
made this region a green and glorious land, rich in
sub-tropical products.t?

Rawalpindi is the interim capltal of Pakistan,
The construction of the new capital at Islamabad, sbout
ten miles from Rawalpindi, is underway.

Karachi, the nerve-center has a fine and well
developed seaport and 1s an important Junction of air
routes between the Middle Fast and the Far East and
occuplies a unique strategic position in the Eastern
Hemi sphere., Chittagong and Chalna are the two major
ports of East Pck:lnnnol,

There are seven prineipal rivers running through
the country. These are falrly welil spaced and ideally
suited for the construction of diversion dams for irriga-
tion. The rainfall varies from four inches a year in

121p14. ibid.



the South to forty inches in the north of West Pakistan
and from £1fty inches to 135 inches in Esst Pakistan,d

The climate 1s continental in West Pakistan.
On a summer's day the temperature in the shade may go
up to 120° P, and may not fall below 99° F. during the
night., During winter while the maximum temperature on
a celm and cleer day may touch 75° F., it falls almost
to the freezing point after midnight. Along the szea
coast, the climate is falrly hot in summer and mild
in winter, There are four well defined sesasons, but
autumn and spring are of exceptionally short duration,
Most of the reinfall occurs during the latter half of
the summer, and the winter season is generally dry with
short and infraguent spells of rain during December
and Jum-ry.15

In Fast Pakistan, the climate is tropical, humid
and wamm during the suamer and mild and dry during
winter, The mean temperesture during the winter months
1s 45° F. and in summer 90° P. The rainfall is heavy
and bulk of it falls during the monscon season which
extends from May to Soptnbﬂ'.u’

Urvtg., ». 8. 1nga.
16zp14.

62



63
III. AREA AND POPULATION

Total area of Pakistan is 365,529 square miles.
Of thils, the area of West Pakistan is 310,403 square
miles or BL4.9 per cent of the total and that of East
Pekistan 18 55,126 square miles or 15.1 per cent of
the totel.?

A, Vest Pakistan Population

Weat Pakisten has a population of 33,779,000
persons, according to the 1951 census (1961 figure is
42,880,00),18

Charascteristicss Over 82 per cent of the people
live in rural areas, where agriculture is the prineipsl

oceupation. This area has a literacy of approximately
9.7%. There are 109 parsons per squars mile (im 1961--
138), Urdu is the langusge most widely used although
Pushto, Punjabi, Sindhi and Baluenhi are also spoken.
Engiish, however, is the accepted language in business
and in most govermment offices. Ninety-seven per cent
of the inhabitants of this area are Moslems, sbout half

17!216 os Pe 10,

mhomo 8. Ayres, ug-&, Aqu in s
(Eeconcmie Reports prepared for or ade ormation
Service, Part I, No. 6l1-1, Washington: U. 8. Government
Printing Office, 1961), p. Se
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a million are Hindus, and a slightly lescser mumber are
Christians,.1?

Standard of Liviag: The per capita income in
1957-58 was estimated at 305 rupees or $6ij. The average

daily number of workers in 1957 was 241,541 and thelr
average lncome was 977 rupecs or (§205). There were
123,12 licenced radlo sets in this area in 1957 and
62,500 telephones are in use .20

Availabllity of Labor: There is & general shortage
of both skilled and somi-skilled labor. Unskilled labor
1® reedily avsilable, The total number of persons seeking
employment registered on Mareh 31, 1960, wes 105,791;
however, the total number unemployed was undoubtedly

much gmator.zl

B, Eest Pakisten Population

Eact Pekisten has 2 populetion of 42,062,610
persons according to ths 1951 census (1961 figure is
50,840,000). This provinee with 15 per cemnt of the
total area of Pakistan supports about 65 per cent of

its people -22
191b1d, 20yp14,, p. 13.

Azv1a3, ». 13. 221p14.



| Characteristics: Tho density of pepulation in
. Bast Pekistan was 777 perscns per square mile in 1959

22 in 1961). The llteracy rate--21.1% compared with
» national average of 18.9f--1s the second highest
country. Bengall is the language most widely
¢ but English is used in most govermment coffices

is the accepted language in business. BSeventy-seven
por cent of the population are Moslems, Hindus reprssent
an important minority of 224,23

Stendard of Living: The standard of living in
the Fast is lower than the country's West Wing. The

per capita income estimeted at 213 rupees (§45) inm 1957~
1958, substantially lower than the estimated natiounal
average of 249 rupees (§52) .2

The average dsily number of workers employed in
manufacturing establishments employing twenty or more
workors in 1958 was 1680,479; thelr average annual income
was 757 rupess or (§189).

Bast Pakistan had 12,500 telephones in use in
1957 end 17,236 licensed radio receivers.

Unskilled workers are resdily avallable; skilled
and semi-skilled workers of all types are still in short

2n1a., p. 13. hrvia.
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supply. The number of perscns seeking employment regis-
tered at the end of Msreh, 1960, was only 50,797, but
the total number of unemployed was much higher,2>

IV, AGRICULTURE

The total land area of Pakistan is 233.9 millilon
acres of which 149.1 miliion acres or 6 per oent of
the total area has so far been fully surveyed. Of the
area available for cultivation, only 51.6 million acres
are sown, whiech representas only 35 per cent of the
surveyed u-u.26

Although efforts are being made to diversify
the eeconomy, Paklstan remains essentlally an agricultural
country. More than 95 per eent of all foreign exchange
earnings are derived from exports of agricultural products
(raw or processed)., About 85 to 90 per cent of the
people depend upon agriculture for Sheir livelihood,
and much of the govermment revenue stems directly and
indirectly from agriculture., What is now Pakistan was,
prior to partition, the bread bssket of the Indian Sub-
gontinent and, in addition, the supplies of raw cotton

Binra.

%".m' ﬂo m.. Pe 16.



‘for the great textile milils at Bombay and Anmmedabad,
and raw jJute for the jute mills in the Calcutia u-u.n

Agriculturally, Sast Pakistan and Vest Pakistan
are two distinet entities.

East Pakistan has a rice ecomomy. Adout 21.8
million of 4its 25 million cultivated asres are sown to
rice, This arsa also produces all of the country's jJute
and tea--two lmportent cesh crops. linseed, seasame,
tobacco, rope and mastard, sugarcane ars also grown.

All of these crops are grownm unier rainfall condltions,
with irpigation being used only to a limited extent So
supplement the nmun.”
West Pakistan, vheore wheat is the staple food,
produces most of the sountry's wheat, bajra (millet),
barley, grain (chickpeas), Jowar (gralin sorghum), malze
(corn), rope and mustard, sugeroans, tobacco, cotton,
wool and dairy producte. Most of the crops in this arsa
depend upon irrigation. It has boen estimated that the
Sutlej, Ravi, Chenad, Jhelum, Indus, Swat and Kabul rivers
annually irrigate 16 million acres of land through

canals, forming one of the largest irrigation systems

2Tprances Haylend anéd Robert W, Weise, Jr., Cesle

of Overseas Businsss Neports
%6?1% iaugi Em . aovermnt Printing orrtoa.'
hnuu'y, 1 o po
2Brp1a,
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in the world, In addision, wells supply water to sbous
2.6 mililon acres.??

Vater logging and salinity are twe major problems.
It 18 estimated that ebout 100,000 aeres are damagsd each
year by the accumulation of miperal salts on or near the
surfnce of the scll, Because of the lack of sufficient
fresh water to flush off there selts, deterioration has
progrossed at a faster rate than reelamation. This
problem of great lmmenslty requiring outlay for ite
solution far beyond presently foreseeebls rescurces.
However, & sum of 16 million rupees 1s provided for the
soil ecnservation in the Seccnd rm.”

The country's agriculturel pregram aims at developing
self-gufficiency in the production of food grains by
making more land avallable through large scele irrigetion
and land reclamation projects, increasing ylelds through
subsidized distribution of improved sceds and fertilizers,
combating plant diseases and pests, introducing mechanical
equipment, and adopting progressive policy of production

®1bia.

3°hl-.ioun Planning Commission, The Secomnd Fiv
Year Plan, Govermment of Pakistan Publizaticom (June, 4960),
Pe 169,
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Sector

|Agriculture (a)
|
| Mujor crops

|

" Minor crops i i
i Livestoch W sz
|

; Fishing s T s
!

| Forestry .. = g

Mining and quarrying

| Manufacturing. . st

’ Large-scule

I Small-scale

1C0nstruction

l Electricity, gas, water and sanitary services
Transportation, storag: and communications
Wholesale and retail trade

Banking and insurance .. o
Ownership of dwellings

Public administration and defence (b) ..
Services

Net domestic product at factor cost

Net factor income from rest of the world
National income

Population (¢) (In million). .

| -
iPcr capita income (Rs.)

Note. (1) The estimates under all sectors have been revised and adapted to U.N. classification of
These figures are, therefore, not comparable with previous series.

industrics.

1949-50

10,938

6,208

20
1,314
313
1,001
252
27
569
1,676

48

858
1,331
17,919
—10
17,909
74,65

240

(2) The time reference of the estimates is July-June.

1950-51

11,317
6,465
1,753
2,478

606
15
27
1,399
382
1,017
260
29
606
1,741
58
91l
917
1,367
18,632
—9

18,623

76,45

244

A D
L

(At Factor Cost of 1949-50 to 1952-53)

|

1951-52

10,953
5,911
1,784
2,568

676
14
31

1,540

1,711
62
935
1,073
1,278
18,496
8
18,488
78,98

234

1952-53

11,062
|

|
|

6,012
1,882
2,452
699
17
3t
1,707
626
1,081
332

30

1,748
58
960
997
1,477
19,037
—14
19,023
80,83

235

1953-54

11,835
6,733
1,903
2,519
662
18

33
1,926
817
1,109
205
34
644
1,884
68
987
1,023
1,538

20,177

20,177
82,32

245

|
|
|

1954-55

11,591
6,434
1,833
2,535

771

18

673
1,888

77
1,014
1,116

1,441

| 20,352

—9

| 20,343

83,79

243

1955-56  1956-57  1957-58  1958-59

1,00 | 11,820 | 11,581 11,438
, |

6095 | 6,860 6,646 6,611
[

Leor | 1707 | 172 1,552

2,548 } 2,561 2,524 | 2,587

675 | 615 | 674 } 671

15 ’ 17 16 | 17

36 [ 40 44 ' a8
2,423 ‘ 2,575 2,694 2,366
1252 | 1313 1,460 | 1,599
1,171 ; 1,202 1,234 { 1,267

81| 340 400 | 425

41 : 44 44 \ 49

685 i 21 | i 796
1,843 1,972 ! 1,956 ‘ 1,960

, ‘

85 | 91 90 106
1,045 | 1,074 ‘ 1,107 ! 1,142
1,088 ! 1,056 | 02 | 10
1,555 : 1,654 | 1,797 L 1,908
0,112 | 21,387 ; 21479 | 21,868
_26 I —12 | —8 1 —10
20,086° : 21,375 { 20,471 | 21,858
85,24 l 8677 | 88,42 ' 90,13

236 | 26 ‘ 243 J 243

AT CONSTANT PRICES BY INDUSTRIAL ORIGIN

1959-60

11,980
7,121
1,575

2,583

52
3,040
1,738
1,302

486
52
208
2,059
113
1,178
1,022
1,966
22,756
—18

22,738

91,90

247

1960-51

12,303
7,453
1,654
2,475

704
17

61
3,197
1,860
1,337
563
56
838

2,126

133
1,216
1,083
2,002

23,578

—19
23,559
93,72

251 I

(In million rupces

1961-62

13,040
7,981
1,679
2,638

725
17
65
3,444
2,069
1,375
661
68
863
2,261
150
1,257
1,111
2,049

24,969

1962-63

%
12,735
7,583
1,705
2,681
749

17

73
3,649
2,238
1,411
743

77

2,258
170
1,301
1,214
2,140
25,252
—21
25,231
97,57

259

(a) Official estimates of agricultural production have been used to compute these estimates.

But it is generaly believed that the official estimates are under-estimated.,

(6) Includes Public Education and Health.
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incentives, Construction of grain storage facilities

and cold storage plants are also mm.”

V. IEDUSTRY

At the time of partition in 1947, Pakistan had
virtually no factory industries. Of the total 1L ,568
industrial establiskments in the British India in 1947
only 1,406 industrial units (with a manufacturing capaclity
of barely 10# of undivided India), were located in areas
which formed Pakistan. 7To make the situation worse,
the country lacked all o rts of industrial oredit facilities,
technical and technologlieal inatitutes and research
1sboratories .32

The Govermnment, in order to achieve a reasonable
measurs of economie¢ sesourity, formed a new industrial
polisy replacing the pre-independence one., This new
pelicy ontitled the Covermment to own and operate the
following industries:

(1) Manufecture of arms and ammunition.

(2) Generation of hydro-electric power, and

(3) Manufacture of railway wagons, telephones,

telegraphs and wireless nppnnm.”

Mpeyland end Welse, Jr., cp. cit., P. 6.
32uresnt, op. git., p. 4B 31p14.
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The rast of the industrlal sector was left to
private enterprisa., In July, 1951, the Govermment drew
a Six Year Plan (1951-1957), in which imdustrlal sector
had a falr shave, The Six Year Flen was officlally
described as "essentlally one of basie development intended
to prepare the coundry for future advengement.” It
focused attention on the oxpansion of "overhead" facllilties
in such fleolds as conmunications, power and stluon."‘
Moanwhils, the effects of the Eorsan War were
becoming evident and oreated problsms and priorities
not Coreseen by the plamners, The fear of a possidle
world war brought a new sense of urgency to the ' GSslop-
ment effort, or at lesst to some strategle parts of 1it.
As 3 result a Two-Tesar Priority Plan was formulated in
April, 1571, smphasizing an accelerated pace of develop-
ment in csrtaln industries which would promote self-
sufficlency in essential consumer goods and services
and meot some of the more urgent and vital requlremonts
of ths oountr:.’s
The industrial progress still seemed to be balow
the required mark, The private capital was proving very
shy; firatly bescause there was no tradition of

35, Russel Andrus and Aslzali P. Mohammed,

%%MIM (California: Stanford University
88, » Po B
Brpr4,

Ibid
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- industrialization and the profit seemed uncertain; secondly,

commercial sector was yielding big and quick dividends
without taking the mush needed capital for a longer
period, The Government had, therefore, to enter the
private sector, A seml-public organization, namely,
Pakistan Industriesl Deveiopment Corporation (P.I.D.C.)
was set up. The alm of the Govermment was to enlist
participation of private capital in conjunetion with the
public funds, This procedure provided the necessary
incentive, In addition, the Govermment also provided
tax concessions and credit faclilities to industries by
setting up the Pakisten Industrial Finance Corporation
(now the Industrial Development Bank of Paklistan) and
the Pakistan Industrial Credit and Investment Corporation.
From then on the story of industrial sector is one of
steady upward progrul."

The progress of some individual industries like
cotton and jute textiles, cement, sugar, cigarettes ete.
as shown in Table VIII has been quite remarkable,

The production of cotton cloth inereased from
88 million yards in 1948 to 725 million yards in 1962,
showing an increase of 724 per cent in just fourteen
years, In 1947, no cotton yarm for sale was produced

36Quresni, op. cite, p. 4B
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. g VIII
INDUSTRIAL PRODUdTION—SELECTED ITEMS

Jute manufac- ' Hydrogenated

Year Cotton cloth Cotton yarn tures Cement Sugar Cigarettes Tyres & tubes vegetable oil

(Million yards) (Million Ibs.) (Thousand tons) (Thousand tons)  (Thousand tons) (Million nos.) (Thousand nos.) (Thousand tons)
1948 88.1 29.7 — 324 304 sl ~ | - o MO |
1949 92.4 339 ' — 422 38.6 4 13 25 |
1950 106.3 43.1 - - 413 27 1,488 112 4.2 I
1951 122,7 53.4 — 499 42.8 2,716 621 6.0
1952 174.2 69.7 9.7 530 . 64.0 3,170 776 X 8.0 ? |
1953 251.6 120.6 44.1 595 85.7 3,996 1,376 ' - 10.8 2
1954 345.2 192.4 53.3 671 75.5 4,588 1,902 111~ ‘
1955 453.2 274.5 103.2 681 95.1 4,833 : 2,035 . 145
1956 500.4 300.7 142.4 773 107.7 5343 & 2,187 216.7
1957 527.0 315.9 148.8. 1,078 I11.5 : 6,145?1' g 2,651 i _ ‘1-8.0¥
1958 576.2 : 345.1 ’ 172.1 1,072 162.6 | 73198 2,705 20.4
1959 618.5 392.1 232.6 986 167.2 8,771 2,778 - 27.1 :
1960 628.8 408.7 264.7 1,120 145.4 9,946 2,951 : 343
1961 699.0 412.6 | i 250.4 y 1,223 123.4 12,065 o 3,982 45.2
1962 : 7252 » : “'(‘132.2’ = 286.4 7 717,373 T 184.6 13,696 7 4,590 . ot 62.7

hL
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by any of the mills in the country, Production of yarn
for the market started only in 1953 when the production
was 120,6 million pounds which inoreased to 432.2 million
pounds in 1962 or by 258 per oont.37

Production of manufactures did not start until
April, 1952, and since then has shown a phenmomenal rise
and it now rivals cotton manufactures in Pakistan's
export nlh”

In 1948, the country produced only 30,000 tomns
of sugar and was heavily dependent on imports., By 1962,
the production increassed to 184,600 tons, showing an
increase of 51.5 per cent, Similar progress has been
witnessed in regard to other 1ndultr1uo39

Today, while Pakistan's economy remains largely
agrarian, substantial progress has been made toward
industrialization, Raw materials which formerly went
almost entirely to overseas markets are being increasingly
processed in the country and industrial employment is
rising. The country now possesses enough productive
capacity to attain sclfe-sufficiency in many industries,
inecluding cotton textliles, jule goods, aluminum and
brass utensils, biscuits, cycle tires and tubes, small

MTma., 381p14,
Izv14,
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diesal engines, electric wire and ¢sbles, lamps and meters,
hurricane-lanterns, printing, writing and wrapping ps er
and tea ehlln.“o

VI, COMMERCIAL PRACTICES AND PROCEDURES

Business 0 zation: A business in Pakistan
may be organized as a sole proprietorship, a partnership
or as an incorporated or un-incorporated association.
Foreign investors establishing enterprises in Pakistan
ordinarily form corporations, or companies, as corporate
enterprises are known thn."l

Company: Forelgn investors may organize a Pakistan
Company or participate in a Pakistan Company already
formed, subject to the same company regulations as are
applicable to Pakistan investors, Foreign investors may
also esteablish a branch or a subsidiary of a foreign
company in Pakistan by registering under the Companies
Act 1947, A company may be public or private. A private
company is one which, by its articles, restricts the
right to transfer of shares, limits the number of its

uoﬂlyll.nd and Welse, P, SDe Mo. PDe e

4 . A Busi "
et a0 s Mrees AeMehMabise & Businegs fn

r*ormation Service, Part I, No., 62-4), Washington: U, 8.
Govermment Printing Office, 1962), p. %
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members up to fifty (minimum is two), prohibits publie
subscription for company shares or debentures. All
others are considered as public companies., A pubiie
company must have at least three directors and seven
I.Ib‘!'lohz

With regard to liability a company may be: (1)
limited by shares, (2) limited by guaranty, or (3) an
unlimited company,.

A private or public company formed in Pakistan
should be registered with the Reglstrar of Joint Stoek
Companies along with the memorandum of associatione-
the constitution of the company; the artlicles of assocla-
tion--the rules and regulations which are to govern
the company; and the prospectus of the company .l‘3

A business established in Pakistan by a foreign
company is required to register in the provinece in which
it 1s to be located and to place on file such information
ast 1) the charter and articles or other instruments
defining the construction of the company, 2) list of
the company directors and managers, 3) address of the
prineipal office of the company. A foreign company is
also required to file copies of the annual bal ance lh“t.m‘

“znz . 43rpia,
Whrnta,



Partmership: The llability of each partner in
@ partnership firm is uniimited. Although partnerships
are not required to register under the Partnershlp Act
with the Registrar of Firms, & member of an unregistered
firm 1is unable to enforce his oclaim even against his
fellow partners b5

Mameging Agency: The managing agency system
under which a firm 18 appointed as a managing agent of
a corporation and placed in charge of its actual manage-
ment, is sometimes practiced in Pakistsn., The temm of
appointment of such managing agsnts to a publie company
or a subgidiary of such & company is restricted to twenty
years renewabls for an additional twenty ym-.ub

Patents Copyrights and Prademarkst: The Treaty
of Friendship and Commerce between the United States

and Pakistan provides thet Americsan mationals and eompanies

shall be accorded national and most favoured nation
treatment in obtaining and maintaining patents and with
respect to rights in trademarks, trade names, trade
labels and industrial property of every kiud.‘"

kS1b14, Ubrvia., p. 20.
57&_.
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Patents and designs are required to be registered
in Pakistan with the Controller of Patent's Designs,
Copyrights are governed by the Pakistan Copyrights
Ordinance, 1962, and tredemarks are reglstered under
the Trade-Marks Acts .8

Advertising: Advertising 1s becoming popular
in Pakistan, There are & mmber of established advertising
agencies, including branches of two United States companies,
Media utilized include newspapers, periodicals, motion
pleture slides, show and display cards, handbills and
billboards, There is no television or commerecial radio
service within Plkil'lln.hq The first television station
is expected to be completed by the end of 196/ by a
Japanese company. The Govermment of Pakisten allowed
the Japanese television company a maximum of ten minutes
of commereial advertising in each hour.so

hm.. P. 1l.
U9pavia =. Westley and George 5. Ayres
(aSoncate

Growl for ted States Prod
i'opoﬁ prepared for t%‘ﬂ!‘ﬁﬁo ormation Service,

Part I, No, 61=658, Washington: U, 3. Govermment Printing
office, 1961), p. 13,

50pr: 0088 of the Month, (Published by the Ministry
- Information and Broadensting, Government of Pakistan,
March, 1964), p. 41,
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In addition to Engiish, local languages, especially
Urdu in West Pakisten and Bengsll in Esst Pakisten, are
comronly used in advertising.

Weights, Messures and Currency: Currently English
weights and measures are used in Pakistan's foreign
trade. A ton is 2,240 pounds, the hundred weight is
112 »ounds and the impsrial gallon ias 1.2 U. §. gallons,
Welghts fragquontly used in local trade lnclude the
"aaund” of 82.28 pounds and the "seer" which is 2,06
pounds, Notationa gemerally are expressed in "lakhs"
and "orores.” One "lakh" eguals 100,000 while 1 "erore"
equals 10 million., Pakistan sxpects to introduce the
metric system of welghts and numol.51

The Pakistan rupee 1s officially valued at United
States §0.21, On Januery 1, 1961, the country introduced
the deecimal system of colnage; the rupee (which retains
its current value) was divided into ome hundred units
known as pdu.sz

Pakistan 1s 2 new nation in an cld land. Professor
Palmer who visited Pakistan several times to study the
impact of the United States' forelgn ald program and as

nlolth: and Ayres, sp. git., p. 1.
52rma.
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& President of the National Counell on Asian Affairs
observedt "One of the mations with which 1t 1s on the
friendliest terms is Pakistan, . . . It is still almost
unknown, as far as the United States 1s concerned.">3

In seeking to attract capital to a distant land in whose
history even the name seems remote, this chapter was
designed to provide much necessary information about

Pakistan to a prospesctive investor,

53Norman D, Palmer, "The United States and Paklstan,"
Current History, Vol.l, No.19,(Mareh, 1958), p. 141,



CHAPTER IV
SUMMARY, CORCLUSIONS AND RECOMMENDATIORS

The basiec purpose of this study was to show the
importance of the United States investments in Pakistan.
The United States, in its own interest as well as in
the intsrests of the developing countries, is providing
economic mssistance to underdeveloped countries like
Pakistan., Pakistan as a free naticn is doing all it
can to achieve a rapld economie progress. The objective
of both the nations could be achieved through invest-

ment,

Summary: The United States of America faced a
challenge to the security and pesce of the free world,
particularly in underdeveloped areas. It recognizes
that in the security and peace of the free world lies
its welfare,

The United States forelign ald progrsm was designed
as an effective solution to meintain a free world. Such
a progrsm is considered important: (1) For the upbringing
of underdeveloped countries and for protecting them from
commnist aggression, (2) To develop and strengthen
markets sabrosd for goods and services produced in the
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United States, and (3) To maintain United States' leader-
ship in the free world,

The United States 1s concermed about the practices
of foree and threat of force of international communism
to attaln its goal of world domination and econtrol.

It also recognizes that newly independent countries are
becoming vietims of such practices,

The role of foreign ald program then becomes
vitally important to the entire foreign policy of the
United States, and has since become central to the
achievement of its greatest national objectives, For
this purpose over $50 billion have been spent in different
countries,

The United States witnesses active and threatened
hostilities in a number of disputes independent of the
struggle between communism and free cholce, The case
of India and Pakistan 1s one example. Both of these
countries realize that nelther party can afford to divert
to the needless hostilities, the preciocus resources they
require, Yet they seem less able to get together on
negotiations, Because these two countries are the
reciplents of the United States' foreign aid, the Unlted
States should, in its own interest as well as in the
interest of India and Pakistan, attempt to maintain
friendly relations with them.



The foreign ald program originally designed for
recovery of devastated Europe from war damage proved
immensely benalfleial., With the same objective, the
ssno technigues of ald were later applied to undere
developed countries, but the foreign aid program has
besn far from successful,

Ideas werc searched for and research was done
to find a "Marshall Plan" sultable for underdeveloped
countries, It was discovered sfter intensive research
that capltal investment in underdeveloped countries
would be neceasary to the interests of the United States
as wall as to the recipient country, but is not likely
to be effectlive unless certain condidtions exist.

In 9he case of Pakiatan it was found that capital
investment is moat essential because its long range plans
(Seecond Five Year Plan) promises a stage of self generating
growth and fosters native private enterprise. On the
other hand Pakisten offers unigque opportunitles for pri-
vate Investment where industrial nrogress is keyed to
the resourcss and skills of privats enterpriss, The
climate screated toc attrasct foreign capital, Paltistan
has betamz tha showease for private investaent.

In terms of profit the strongest attractions for
inveatment are: (1) 1ts expanding economy, (2) boundless

sourges of esrtaln maw materials, (3) a domesstic markat
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of almoat 100 wmillion people with a growing purchasing
power, () absence of local competition in msny essential
industries, (5) large rates of return on investment,
{6) reservolr of manpower; and, in addition, (7) Bast
Paki stan Li strategiocally situated as & base for export
to the Far Bast while West Fakistan is a springboard
to Afriea and the Middle East,

Pakistan is one of the successor states So British
India, The rules whereby Pakistan was formed were drawn
in great haste, Partition for India was announced on
June 3, 1947; seventy-two days later the entire sube
continent was divided up and Pakistan wes on 1ts own.

It is an amasing fact that the govermment was in operation
for three days before 1t was told what its boundaries
wers,

Pakistan was inherently poor, Some of the highe
lights of its poverty at the time of partition are as
follows:

1. a desperately poor population with a per capita

income of fifteen cents a day.

2. & primarily agricultural country which was

primitive and ons-fifth of the cuitivated ares
suffering from weter logging and salinity,
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3. It had no manufacturing capacity, no industrial
oredlt facilities, no technicel and techno-
logienl institutes or research laborstories,

b A public debt of about $170 million (Pakistan's
share of the excess of liabilities are assets
of undivided India).

When the country launched foreign offices around

the world, 1t was thought that 1t might last six months,
then fall back into India, Bditors of one world-wide
news service were advised by their boss "not to bother
with Pakistan because next year it won't be around,"
Yet the politically absurd and economically fantsstic
idea of Pakistan became a reality.

There is nothing under the sun quite like the new,
enormously vigorous, fiercely independent state of Pakistan,
The seventh largest country on earth snd the most important
Moslem nation, it is a geographic freak, The country
is divided into two perts separated from each other by
a thousand miles of India, But new as 1t 1s, and divided
es 1t will always be, Pakistan 1s a brightly hopeful
spot for the free world on the darkening mep of Aula,

Pakistan emerged at last from the long twilight
of colonialism, looked toward the United States for guldance,
for 1t knows that America has gone through all the
experiences of colonialism and is envied throughout the
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world in many respects, particularly in providing one
of the highest standards of living for its people. But
Pakisten 1s also a free nation, a nation of independent
opinion and self respecting people,

Until the completion of military agreements with
the United States in 1954, Pakistan was the hope and
aspiration of the free world as well as the communist's
world because of its unique geographie loecation on the
globe=-militarily or otherwise, But it declared openly
with the free world, It could not have maintained miliitary
strength to protect the country from outside aggression
without affecting 1ts economy, hence 1t entered the Mutual
Defense Assistance Agreement with the United States,
Pakistan belleves that these defense arrangements provide
a shigld of security from behind which it can prooceed
with the urgent tasks of soeclial, politicel and sconomie
reforms,

Pakiaten is extremely conscious of lts poverty
end dignity. It has negotiated trade agreements with
communist's countries when 1t discovered that the United
States' treatment with & non allied country {(India)
was the same as of an ally by which its prestige was
affected, Moreover it believes that more external

assistance would do good which 1s so essential for a
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rapid ooona-io development, Because of such trade agree-
ments Pakistan, in the Western view, has become a dis-
gruntled ally, feeling abused and neglected, and that
its whole security is being jeopardized by a stronger
and more militant Tndia, supported by its own allles,

The United States' economiec assistance to Pakistan
has been substantiel and 1ts share is the largest of
all the other countries. But in the field of private
investment the United Flngdom's ahare was 66 per cent
while American counterpert was 9 per cent. This is the
case in spite of the faet that many incentives and con-
cessions are available to Americans only.

Here, Amsriocan people falled to realize that
the role of private enterprise plays a major part in
promoting forelgn economiec development and strengthening
the international economie order through trade invest-

nent.

Conelusions: As & result of this study the following

conclusions have been drawn,

(1) American interests in the underdeveloped
countries as well as in Pakistan are ideologlcal, humani-
tarian, political, economic and commercial,

(2) Pakistan is extremely conselous about its

poverty and dignity as a free naticn, It feels that



the United Statés has treated Indla at the same level

as of an ally, and pleads for a better treatment than
non-allied countries, If this equal treatment continues,
it will damage the friendship of the United States and
Peakistan,

(3) United States is involved in a situation by
virtue of 1ts foreign ald progrem, where the dispute
between India and Pakistan is other than a struggle
between communi sm and free cholce,

(4) Pakisten is an underdeveloped eountry which
has a great economie potentlial and external assistance
is vitally important in order to make repld progresa.

(5) Pakistan has created a suitsble climate for
forelgn private investment which should attract foreign
copital,

(6) The people of Pakistan have a backlog of
administrative and entrepreneurial talent and there is
2 solld commitment to the goals of social progress,

(7) Pskistan recognizes that the free enterprise
system can meet the challenge of its problems and
aspirations,

(8) In terms of profit Pakistan offers (a)
expanding economy, (b) boundiess sources of certain
raw meaterials, (c) domestic market of almost 100 million
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people with a growing purchasing power, (d) absence of
local competition in many essential industries, (e)
customary large profits, (f) reservoir of manpower, and
in addition, (g) East Pakistan's strategical situation
as a base for export to the Far Hast and West Pakistan
as a springboard to Africa and the Middle East.

{9) The United States' private imvestment in
Pakisten i¢ considerably less then the United Kingdom's,

(10) United States investment will help implement
United States broad objectives more offectively.

ndationss Pakistan has been hsavily involved

in direct relations with the free world, particularly
with the United Statea, but now there are signs of pro-
Chinese sentiments. This development in Pakistan politics
has made 1t difficult to visualize whether Fakistan will
still be considered a close ally of the United States.

Under such circumstances specific recommendations
would be unsound unless politiecal aspects of ths country
are also reviewed, However, on the basis of this study,
the following recommendations are submitted:

(1) That the United States in its own interest
as well as in the interests of India and Pakistan attemptas
to establish friendly relations between India and Pskistan
by using 1ts influence (as it has been done in the past



in settling the Indus Valley dispute). It wculd them
unite India and Pakistan to put a combined effort teo
fight against poverty and communism,.

(2) Informetion programs on the United States'
material prosperity and creativity as well as data on
technical, political and other aspects of modernization
process should be laid cut so as to convinee Pakistan
that close friendship and co~operation with the United
States and other free nations are wise and sound policies
through which a rapid progress 1s possible to achieve
a similar stetus.

(3) That private investment should be encoursged,
possibly by encouraging United States firms to establish
affiliates in Pskistan and by investing money in Pakistan
development banks and other finanecial institutions which
can then make them available to qualified entrepreneurs
locally to meet their foreign exchange requirements.
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