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Summary

The independence of East Pakistan is inevitable. What started
as a movement for economic autonomy within the framework of a
united Pakistan has been irrevocably transformed by the wholesale
slaughter of East Pakistani civilians into a movement that sooner
or later will produce an independent East Pakistan—'‘Bangla Desh"
is a matter of time. A complete discussion of the Pakistani ques-
tion would include an analysis of cultural, linguistic, and social
issues, which along with economics and politics, are at the heart of
the present conflict. This paper has a more limited goal : to assess
the economic and political bases of disaffection in East Pakistan
and to suggest the likely implications for international relations of
the break-up of Pakistan. 5

In brief, the fact of a large and widening gap in the average
standard of living between the two regions of the country is
incontestable. Even the West Pakistani-dominated Government
admits that the average East Pakistani must make do with barely
two-thirds the average income in the West, and he faces higher
prices too. The East Pakistanis argue that income disparity is
largely the result of a systematic subordination of the interests of
the Eastern region to those of the West ; specifically, the East
Pakistanis charge that allocation of foreign exchange—both that
earned by the export of East Pakistani jute and that provided by
foreign aid—disproportionately favors West Pakistan ; that allocation
of domestic investment reinforces the income disparity ; and that
high tariffs and import quotas raise prices to East Pakistanis in
order to provide profits and jobs in West Pakistan.
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11
Economic and Political Domination of East and West

The basic facts seem to support the East Pakistan charge of
economic domination by the West. The economic disparities
between East and West Pakistan have been so serious for so long
that the Pakistan government’s highest planning authority has been
forced to take official note of them.

A recent report® by a panel of experts to The Planning Commis-
sion of the Government of Pakistan provides authoritative docu-
mentation of the widening of economic disparities in the two
regions. The most striking fact in this report is the widening gap
between the income of the average West Pakistani and his Eastern
counterpart. In 1959-60, the per capita income in West Pakistan
was 329% higher than in the East. Over the next ten years the
annual rate of growth of income of West Pakistan was 6.29, while
it was only 4.2%, in East Pakistan. As a result, by 1969-70 the per
capita income of the West was 619, higher than in the East. ¢ Thus
in ten years the income gap doubled in percentage terms; it in-
creased even more in absolute terms.

East Pakistanis blame three instruments of central government
policy for their plight :
1. Pakistan’s scant investible resources, plus foreign aid, are

directed unduly to the development of West Pakistan—to the
comparative neglect of East Pakistan.

2. In particular, East Pakistan’s foreign trade earnings are
diverted to finance imports for West Pakistan.

3. Economic policy favors West Pakistan at the expense of the
East. Specifically, tariffs, import controls, and industrial licensing
compel East Pakistan to purchase commodities from West Pakistan

which, but for the controls, they could obtain more cheaply in world
markets.

We believe the East Pakistani claims to be largely justified.
First, it is indisputable that the bulk of development expenditure
has been in West Pakistan though the majority of the population
lies in the East. With 559, of the population, East Pakistan’s share



of total development expenditure (public and private) has increased
from a low point of 209, during the period 1950/51-1954/55 to a
peak of 369, during the Third Five-Year Plan period 1965/66-
1969/70. There has been a marked upward trend in East Pakistan’s
share of public development expenditure from a little over 25% in
period of 1950-1955 to around 459, in the Third Five-Year Plan
period (over 509, of expenditure on the Indus replacement works
is excluded). The share of East Pakistan in private investment,
however, has been low during the entire period, and has amounted
only to a little over 259%, in recent years. The allocation of deve-
lopment expenditure is summarized in Table 1.

It may be true, as defenders of Pakistan government policy
claim, that the great bulk of worthwhile investment opportunities
have been in the West, though the relative attractiveness of the
West may be more the effect of overall government policy than a
cause. In any event, the fact remains that investments in the
West have done little or nothing for the people in the East.

As for the second point, it is clear that foreign exchange has
been allocated to the detriment of East Pakistan. Over the last
two decades, East Pakistan’s share of total export earnings has
been as high as 709% and has declined to the range 45-559% in
recent years, while its share of import earnings has normally been
in the range of 299, to 329,.% Until 1962/63 East Pakistan
showed significant surpluses on foreign account, and in recent
years small deficits. By contrast, the West's foreign trade has
shown a substantial and chronic deficit that has absorbed virtually
all foreign exchange made available through foreign aid. Table 2
summarizes the foreign trade of East Pakistan and of Pakistan
as a whole. p

With respect to the third point, general economic policy has
clearly favored West Pakistan. The West's preponderant share
of imports and investments might have provided inexpensive
necessities for all of Pakistan’s people. In fact, it has allowed the
development of inefficient industries,® which, ironically, have pros-
pered largely because of tariffs and quotas that have made East
Pakistan a captive market. In recent years, between 40%, and 50%
of all West Pakistan’s exports have been sold to East Pakistan.
The data for the period 1949/50-1968/69 appear in Table 3.

An analysis of foreign trade data, coupled with the reasonable



assumption that East Pakistan’s fair share of foreign aid would
have been a proportion equal to its proportion of Pakistan’s
population, 559%,, indicates that a sizeable net transfer of resources
has taken place from East to West Pakistan. According to the
official report referred to above, if allowance is made for the under-
valuation of foreign exchange in terms of Pakistan's domestic
currency, the total transfer from East to West over the period 1948/
49-1968/69 was Rs. 31 billion. Using a scarcity value of Rs. 11.90
to the dollar, this works out to $ 2.6 billion.1°

In short, Pakistan’s economic policies are harmful to East
Pakistan. ‘’Exploitation” may be a strong word, but it seems clear,
all in all, that East Pakistan’s economic interests have been subor-
dinated to those of the West, and that the East Pakistanis have
had good cause to resent that fact.

The economic domination of East Pakistan has been facilitated
by West Pakistani dominance of the Central Government. The
military regime in Pakistan has existed, with modifications, since
1958, and decision-making authority rests with a well-entrenched
civil service and their military bosses. A/l senior military members
of the administration have been West Pakistani, and of the senior
officers in the Central civil services, 87% were West Pakistani in
1960, and the proportion has not changed much since. The
Deputy Chairman of the Planning Commission and the Central
Finance Minister, key individuals in resource allocation, have’
always been West Pakistanis.

The location of the Central Government in West Pakistan has
encouraged the concentration of industry and the entreprenneurial
class in West Pakistan.’> Such a concentration is to be expected
in an economic system where direct allocational control of re-
sources by the government makes direct access to government
authorities a prime business asset.
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TABLE 2

EAST PAKISTAN'S SHARE OF EXPORTS AND IMPORTS

(In Millions of Rupees)

Foreign Imports

Foreign Exports

Office, Government of Pakistan.

Year Percentage Percentage
E. Pakistan Pakistan S;zrfisct’;f' E. Pakistan Pakistan s};zrkeis(:;f.
(1+2) (4 +5)
1 2 3 4 5 N 6
1948-49 v282 1,459 19.3% 429 958 44.8%
1949-50 385 1,297 29.7% 629 1,194 52.7%
1950-51 453 1,620 28.0% 1,211 2,554 47.4%,
-1951-52 763 2,237 34.1% 1,087 2,009 54.1%
1952-53 366 1,384 26.4Y% 642 1,510 42.5%
1953-54 294 1,118 26.3% 645 1,286 50.2%
1954-55 320 1,103 29.0% 732 1,223 59.8%
1955-56 361 1,325 27.2% 1,041 1,784 58.4%
1956-57 819 2335 . 35.1% 909 1,608 56.5%
1957-58 736 2,050 35.9% 988 1,422 69.5%
1958-59 554 1,578 35.1% 881 1,325 66.5%
1959-60 655 2,461 26.6% 1,080 1,843 58.6%
1960-61 1,014 3,188 31.8% 1,259 1,799 70.0%
1961-62 873 3.109 28.1% 1,301 1,843 70.5%
1962-63 1,019 3,819 26.7% 1,249 2 247 55.6%
1963-64 1,489 4,430 33.6% 1,224 2,299 53.2%
1964-65 1,702 5,374 31.7% 1,268 2,408 52.7%
1965-66 1,328 4,208 31.6% 1,514 2,718 55.7%
1966-67 1,567 5,192 30.2% 1,575 2,913 54.1%
1967-68 1,327 4,655 28.5%, 1,484 3,348 44.39%,
1968-69 1,850 4,897 37.8% 1,543 3,305 46.7%
1969-70 1.813 5,098 35.6% 1,670 3,337 50.0%
Preplan
1948/49-
1954/55 2,863 10 218 28.0% 5,375 10,734 50.1%
1st Plan
1955/56-
1959/60 3,125 9,749 32.1% 4,899 7,982 61.4%
2nd Plan
1960/61-
1964/65 6,097 19,920 30.6% 6,301 10,596 59.5%
3rd Plan
1965/66-
1969/70 7,885 24,050 32.8% 7,786 15,621 49.8%
Source : Monthly Statistical Bulletin, various issues, Central Statistical
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TABLE 3

WEST PAKISTAN’S REGIONAL AND FOREIGN EXPORTS

(In Millions of Rupees)

Exports to East
Pakistan as a

Exports to Exports Percentage of

Year E. Pakistan Abroad Total West Pakistan’s

Total Exports
(1=3)

1 2 3 4

1949-50 229 565 794 28.8%
1950-51 211 1,342 1,553 13.6%,
1951-52 161 922 1,083 14.99,
1952-53 117 867 984 11.9%
1953-54 370 641 971 38.1%
1954-55 293 491 784 37.4%,
1955-56 319 742 1,061 30.19%,
1956-57 _ 510 698 1,726 29.59%,
1957-58 690 434 1,124 61.49%,
1958-59 660 444 1,104 59.89%,
1959-60 543 763 1,306 42.3Y,
1960-61 801 540 1,341 60.59%,
1961-62 832 543 1,375 60.69,
1962-63 918 998 1,916 47.9%
1963-64 844 1,075 1,919 44.09,
1964-65 857 1,151 2,008 42.89%,
1965-66 1,190 1,204 2,393 . 49.7%
1966-67 1,305 1,338 2,643 49.49,
1967-68 1,217 1,864 3,081 39.69,
1968-69 1,342 1,762 3,104 43.2%,

Source : Monthly Statistical Bulletin, various ° ues Central

Statistical Office, Government of Pakistan.







