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The need for a consistent series of national income and related aggregates
for East and West Pakistan, which are now scparate countries, has been felt
for a long time. Both the availability of data and the lack of willingness to
make certain assumptions about the “controverstal” items of income and
expenditure have stood in the way of deriving such a series. Fortunately,
however, the controversial items do not form a very significant part of the
total and making alternative assumptions about the distribution does not
change the pattern of growth of the different aggregates. The value and need
for the series in the present context arises not so much for comparing the

relative performance of the two economies at different points of time, but their
rate of growth in the past.

In this paper, we are presenting estimates of GDP at constant factor
cost for East and West Pakistan from the years 1949-50 to 1969-70. From
1959-60 to 1969-70, it is also possible to present estimates of GNP at market
prices and the distribution of GNP by expenditure categories, both at current
and constant prices. In the first section we describe the method for obtaining
GDP at constant factor cost from 1949-50 to 1969-70. In the second section,
the methodology of obtaining GNP at market prices, current and constant, for
1959-60 to 1969-70 is presented. 1In the next section, we discuss the methodology
of deriving the different national expenditure aggregates for 1959-60 to 1969-70,

GDP at Constant Factor Cost of 1959-60 for the Period
1949-50 to 1969-70

The GDP at constant factor cost series for East and West Pakistan is
available for the period 1949-50 to 1969-70.! From 1949-50 to 1957-58 Khan

responsibility for errors is that of the Present author. )

From 1959-60 until the separation of East Pakistan, the regional GDP at current and
constant factor cost have been officially computed by the C.S.0., but a small proportion of
GDP has been left “unallocated” (see next footnote),” Khan and Bergan (3) have also carried

back the GDP at constant factor cost series to 1949-50, There are thus no estimates of GDP
at current factor cost, broken down by regions, '
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and Bergan [3] have given the estimates for both allocated and unallocated
items? at constant factor cost alone. Khan and Bergan have split the unallocated
items on a 50-50 basis. East Pakistan economists have tended to allocate
a much smaller proportion to East Pakistan. Rahman [11], imputed 27 percent
of banking and insurance and 25.5 percent of central government and defence
to East Pakistan.® Bose [2] allocated a higher proportion of unallocated items
to East Pakistan: 33 percent for banking and insurance, 30 percent for central
government and defence and 37 percent for PIA. Alamgir and Berlage [1]
have allocated 25 percent of total unallocated GDP to East Pakistan. Since
there is no firm basis for allocating these items, we have chosen three sets of
proportions of unallocated GDP for East Pakistan: (a) 25 percent, (b) 30
percent and (c) 50 percent.

It is thus possible to make three estimates of GDP at factor cost, based
on the three different proportions for unallocated items (a), (b) and (c). Although
the author has made computations on all three sets of assumptions, only those
based on (b), i.e. 30 percent of the unallocated GDP at current factor cost being
attributed to East Pakistan, are presented here, as these are expected to be
more widely acceptable than the other two. The computations based on the
other two assumptions can be easily derived by the interested reader on directly
obtained from the author.

GDP at Market Prices (Current and Constant) for 1959-60 to
1969-70

As has been pointed out earlier, the estimates for GDP at factor cost
at current prices for the two provinces are available only since 1959-60. A
consistent GDP at market prices series, both at current and constant prices,
can hence be constructed only for 1959-60 to 1969-70.

The methodology of obtaining GDP at current factor cost for the two
provinces is the same as that for GDP at constant factor cost. The same three
proportions for East Pakistan’s share in the unallocated part of GDP are used
as in the current factor cost estimates. The sources of GDP at current and
constant factor cost for the period 1959-60 to 1969-70 are detailed below. In
Tables I E and I W GDP at current factor cost and current market prices
and GNP at current market prices are given. In Tables II E and II W the
same aggregates are given at constant prices of 1959-60.¢

The methodology and sources of Tables I E and I W are as follows:

(a) The figures for GDP at factor cost for entire Pakistan have been
taken from 25 years of Pakistan in Statistics [4].

*There are three main unallocated items: banking and insurance, PIA (which forms part
of transport and communications) and central government defence. These together form
about 3 percent of GDP of entire Pakistan.

$He neglected the allocation of inter-wing communications (PIA)

*In the following tables and text, we shall use the following notation:

¥ — GDP at constant factor cost Y — GDP at current factor cost
¥’ — GDP at constant market prices Y’ — GDP at current market prices

Y’ — GNP at constant market prices  Y” — GNP at current market prices.



Naseem: National Accounts 35

(b) The figures for GDP at factor cost for West Pakistan excluding
unallocables have been taken from Pakistan Economic Survey,
1972-73, with the exception for 1969-70, which has been taken from
the IBRD mission Report of 1972 quoting C.S.0. as the basic source.

(¢) The figures for “‘unallocables” have been taken from the World
Bank Report of 1972 (the source quoted is C.8.0.). Unallocables
have been allocated to West Pakistan on the basis of the following
three different ratios (i) 75 percent, (ii) 70 percent, (iii) 50 percent.
This gives three different sets of GDP at factor cost figures, for
West Pakistan, though, as noted, only one set is reported here.

(d) The three sets of figures for East Pakistan GDP have been derived
by subtracting from GDP at factor cost for Pakistan, the three sets
of figures for West Pakistan GDP arrived at in (c) above.

(e) Net factor income from abroad

The total Pakistan figures, both at current and constant prices, have
been divided equally between East and West Pakistan, when these figures are
added to GDP at factor cost, the resultant aggregate is GNP at factor cost.

(f) Indirect taxes and subsidies

In order to obtain GNP at current market prices, indirect taxes and
subsidies are added to GNP at current factor cost. In splitting the all-Pakistan
figures for indirect taxes and subsidies obtained from [4] between West Pakistan
and East Pakistan, the ratio used for Pakistan was 72 percent and 76 percent,
respectively, on the basis of the ratio obtaining in 1969-70. In order to obtain
GNP at constant prices of 1959-60, the net figure for taxes and subsidies, alloca-
ted as above, was deflated by the wholesale price index in each province.

Expenditure on GDP at Current and Constant Prices,
1959-60 to 1969-70

To derive the expenditure on GDP at current prices in each province,
investment, imports and exports were independently estimated and total
consumption expenditure was residually determined. In deriving the various
components of expenditure on GDP at constant prices, two methods were used.
In the first, the current consumption expenditure, derived as stated above, was
deflated by the implicit GDP deflator for each province, to get constant con-
sumption expenditure. Current investment expenditures were deflated by an
investment goods price index to obtain investment expenditure at constant
prices. Foreign aid, in constant prices, was obtained as a residual by subtract-
ing from GDP at constant market prices, the sum of consumption and invest-
ment expenditures at constant prices. In the second method, exports and
imports were deflated by unit value indices of exports and imports, to obtain
the ‘real’ foreign balance. Consumption expenditure at constant prices, was
derived as a residual in this method. The expenditure on GDP at current prices,
is given in tables IIIE and III W and that at constant prices of 1959-60
in tables IVE and IV W.$

$Deflators of the various aggregates in the expenditure series can easily be derived by a
comparison of eomtantth::d current price data. ‘The deflators of individual items can be
obtained author.
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_The estimation procedure of imports, exports and investment expendi-
tures is detailed in the following.

Exports and Imports

Three categories of exports (imports) are identified for each region.
These are (a) exports of (imports of) the region to (from) the outside world,
(b) exports of (imports of) one region to (from) the other, and (c) invisible
exports (imports) to (from) the outside world. Data on invisible trade between
the two regions are not available,

Data on the first two categories are available from C.S.0. and is published
in [3]. In regard to (b) there is the problem whether adjustment should be
made for the fact that the domestic prices of many of the regional exports were
not competitive with world prices. G. Radhu [10] has tried to make this
adjustment. We have presented here both the adjusted figures and the un-
adjusted figures. The detailed method of adjustment of the regional trade is
given in Radhu [I10]. ‘

In Tables VE and VW the national expenditure accounts of West
Pakistan at current prices are given after making Radhu’s adjustments on

inter-wing trade. Tables VI E and VI W show these accounts at constant
prices.

Data on exports to and imports of commodities from the outside world
‘were taken from [4], and that on inter-wing trade from [6] for 1961-62 to 1969~
70 and was back-casted for 1959-60 and 1960-61 on the basis of linear trend
fitted to 1961-62 to 1969-70 data. The current price “foreign aid inflow” was
obtained by subtracting total imports from total exports, including invisibles.

Investment Expenditures

Current expenditure on fixed investment was taken from the reports of
the Planning Commission [7a, 7b and 7c], which give regional breakdown of
investment. These expenditures include those on Indus Basin Works and
non-monetized investment Changes in stocks in each region are derived by
splitting the all-Pakistan figures obtained from national expenditure accounts
[3], in the same ratio as gross fixed investment.

For the deflation of total investment expenditure an investment goods
price index is used with the following weights:

Metal products .25
Machinery .25
Cement .15
Tyres/tubes .10
Wages .25

The price indices used were the wholesale price indices for the above commodities
and of wages was derived from [4] for West Pakistan and [1] for East Pakistan.
The above weights were suggested by Alamgir in {1].

‘Real’ Aid Inflow ‘ :

Real aid inflow was obtained by two methods: (a) By deflating total
consumption expenditure by the implicit GNP deflator, real consumption
expenditure is obtained. By subtracting from the sum of real consumption
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expenditure and real investment expenditures, GNP at constant markét prices,
we obtain the real aid inflow; i.e.

P = C+D - ¥ : ‘

where Y == GDP at constant market prices
C = Consumption at constant market prices
I = Investment at constant market prices

(b) By deflating imports and exports by their unit value indices and finding
their difference, the real value of the foreign aid inflow is calculated; i.e.

F = M - E

where B = real value of foreign aid inflow
M = value of imports deflated by a unit value of imports index.
E = value exports deflated by a unit value of exports index.

In general, the two estimates of foreign aid inflow, one called the
“savings gap,” the other called the “trade gap” will be different. The difference
arises, not due to any real discrepancy, but only due to a measurement dis-
crepancy. In terms of real (physical) resources the foreign aid inflow as a
supplement to domestic savings must be identical with those required to bridge
the gap between imports and exports.

Since a major interest in the regional income and expenditure accounts
arises from the foreign aid inflow into the regions, we have presented in Tables
VIIE and VII W the three sets of figures on foreign aid inflow: (a) current aid
inflow, derived as a different between imports and exports at current prices,
(b) real savings gap, as the difference between real value of investment and real
value of savings gap and (d) real ‘trade gap’, as the difference between real
value of imports and exports. Each of these aid inflow figures are derived both
before and after making the adjustment in the valuation of interwing trade, as
suggested by Radhu [10].

It is to be noticed that B gives very low figures for deflated value of
foreign aid, both in the adjusted and unadjusted estimates and for both East
and West Pakistan. The figures get particularly smaller towards the end of the
period. This points towards the two weaknesses of this measure. Firstly, it
rests on the derivation of current consumption expenditure as a residual and
secondly on the deflation of this expenditure by the national income deflator.
In view of this it may, therefore, be preferable to use the second measure of

foreign aid inflow, E, although it also is not always a satisfactory index of real
resource supplement.

This paper has merely attempted to present a set of consistent national
income and expenditure aggregates for the two wings of Pakistan during the
decade 1960-61 to 1969-70. Many refinements and extensions of the data
presented are possible and it is partly in the hope that this paper may stimulate
such efforts that this paper is written. The paper also does not attempt to
analyse the data presented. But it is hoped that the paper will go some way
in filling up a needed gap and in providing data to macroeconomic analysts
and model builders.
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