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ONE OF TIlE MORE RAPIDLY GROWING AREAS OF ECONOMIC RESEARCH INVOLVES

.
. identifying the major factors contributing to national economic growth and

expansion!. For the advanced market economies a consensus has emerged
that measured technological change explains a significant share of total economic
growth as well as growth in labour productivity. Unfortunately, the precise
determinants of technological change are poorly understood. Some economists
have focused on the role of research and development, as influenced by government
patent protection, in producing new technological breaksthrough. Others have
studied learning-by-doing and diffusion of production knowledge among workers,
industries, and countries, and even across generations. Still others have considered
how bettereducation becomes embodied in human capital and how better technology
becomes embodied in physical capital. 2

While considerable disagreement exists as to the determinants of
technological change, there is a consensus that the scope for technological
progress is greatest in the manufacturing sector.3 Put differently, we might
imagine that during a period of structural change during which time a country's
manufacturing sector grows and· becomes more established, its scope for

2

3

A good overview is provided in 'Economic Growth: Explaining the Mystery', The Economist,
4 Jan. 1992, pp. 15-18.
a. Alan 1. Auerl>ach and Laurenre J. Kot1ikof, Macroeconomics: An IntegratedApprcxu:h (Cincinnati, Ohio, 1995),
pp. llQ-lI1.
a. Richard Nelson and GavinWright. 'The Rise and Fall ofAmerican Technological Leadership: The IUtwarEra in
Hislorical Perspective', Journal ofEconomic literatule, \bI. xxx (Dec. 1992), pp. 1931-1964 and J. Bradfmi De
Long and LaMellCe H. Summers, 'Macroeconomic Policy and Long RIDI Growth'Federal Reserve Bank ofKansas
City Economic Review (Fourth QuarteI; 1992), pp. 5-29.
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contributing to long-run national economic growth would increase. In the case
of Pakistan the figures in Table A-I (page 89 below) are consistent with this
assumption.

Regarding the sectoral contributions to growth in Pakistan, Burney4 found
that over the 1960-85 period commodity producing sectors (agriculture and
manufacturing) accounted for than forty per cent of the growth in GOP. The
major crops were the main source of the varying contribution of agriculture. In
the case of manufacturing, the large-scale sector's output accounted for more
than sixty per cent of the contribution.

The economy has gone through a number of major changes since 1985. In
particular (but especially from 1988 onwards) progress has been particularly
strong in the area of freeing the private sector from regulation and artificial price
distortions. In addition, a complementary privatisation program was launched
with the aim of reducing the role of the public sector in manufacturing and
services, thereby alleviating the government's financial and administrative
burden and creating new opportunities for the private sector.

The purpose of this paper is to attempt to assess whether manufacturing's
contribution to the country's economic growth has altered from its historical
pattern during this period of economic reform and liberalisation. Has
manufacturing increased its relative contribution to aggregate economic
expansion? Have the growth patterns experienced by large and small-scale
manufacturing differed significantly in recent years? And, if so, in what
manner? Has manufacturing initiated the period of recent growth, or instead,
has the sector simply responded to the needs created by expanding markets?

Recent developments

Although Pakistan's growth performance during the 1980s was healthy
(averaging more than six per cent per annum in real terms), increasing
macroeconomic imbalances, growing public sector indebtedness and underlying
structural weaknesses convinced the government that without corrective action
the economy's growth performance could not be sustained. Accordingly, in
early FY89, the government embarked on a macroeconomic and structural
adjustment program.s This set of policy initiatives was implemented reasonably
continuously until FY92.6

4

S

6

Nadeem A. Burney, 'Sources of Pakislan's Economic Growth·, The Pakistan Development Review, Vol.
XXV, no. 4 (1986), pp. 573-587.
The program was supported by the IMP, the Asian Development Bank, Japan, the World Bank, and other
multilateral and bilateral donors.
For detailed examination of these reforms see Robert Looney •An Assessment of Pakistan's Attempts at
Economic Reform', Journal ofSouth Asian and Middle Eastern Affairs, Vol. XV. no. 3 (1992), pp.l-28.


































