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- .. The Heckscher-Ohlin (H-O) theorem occupies a central position in the

discussion of the pattern of trade between countries. According to this theorem

a country should specialize in the production and export of those commodities
~-which require more of those factors with which the country is relatively well
-tendgwed, i.c., a labour-abundant country should export labour-intensive pro-
“ducts and g capital-abundgnt econpmy. should export capital-intensive goods.

Interest in secking a verification of the H-O theory arose during the fifties
and sixtie8. Leotitiéf's [11} analysis for the U.S. economy, however showed that
U.S. exports were labour-intensive and imports were capital-intensive. This
paradoxical result led to a deeper study of the H-O theorem. As compared to
the Heckscher-Ohlin assumption that factor intensities are non-reversible,
Minbas [12] has shown that factor intensities are reversible in reality because
CES production functions fitted to international data showed elasticities of sub-
stitution both significantly different from unity and zero. Another possible
explanation of Leontief’s paradox is provided by the ‘human skill® model
hypothesized by Keesing [8]. This model postulates that physical capital and
not labour but labour skills or human capital are the decisive factors in deter-
mining the trade pattern of any country.

The implication of these propositions bear a special significance in view
of the current concern for employment creation in developing countries. The
pressing nature and the magnitude of the labour absorption problem for these:
countries have been well recognized. Industrial growth of the import-substitut-
ing variety has been highly capital intensive, providing little employment
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for his constant guidance and supervision and to Professor O.D.K. Norbye and Professor
Jack Parkinson for their valuable comments on the initial draft, The author would like to
acknowledge the computational assistance of Mr. Iftikharullah Baber and Malik Ashraf
Associate Staff Economists at the PIDE. However the author alone is responsible for any
remaining errors.
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generation. To solve this employment problem, economists suggest export

expansion in labour-intensive industries. .

Exports play a major role in the process of economic development as
they are the primary purveyors of foreign exchange resources. Also, in so far
as export industries are, in general, intensive in_a country’s abundant resource,
they tend to be labour intensive in a labour-abundant economy. In Pakistan,
which has a civilian labour force of 20 million and an addition to it of approxi-
mately 600,000 workers yearly, it is specially important that export industries
generate a high rate of employment growth, not only to minimize the use of
scarce capital byt also to contribute to a solution of one of the country’s most
intractible prob'fems-unemployment.

A number of studies have examined Pakistan’s choice between export
promotion and import substitution, but there has been no attempt to determine
the employment-generating effects of alternative trade strategies, particularly
those emphasizing export expansion. The aim of the present paper is to analyse
the employment generated by an additional million rupees worth of exports.
No attempt is made in this paper either to compare the employment-generating
effects of export expansion as an alternative to import substitution, or to deter-
mine all the various economic and social effects of promoting different types of
exports. Our task is limited to determining which group of exports should be
promoted with a view to increase employment generation.

STRUCTURE OF EXPORTS

We briefly describe the structure of Pakistan’s exports with data on
commodity composition and direction of export. In case of commodity
composition the period c_overed is the 15 years from 1960-61 to 1974-75. All

the exports figures are in terms of value at current prices and are divided
into 5 major and 20 minor groups.

Table 1 shows how the composition of various commodities in total
exports to the rest of the world! has changed over time. It will be seen that the
share of agricultural products in total exports has declined while that of manu-
factured consumer goods has increased from one-third in 1960-61 to about
half in 1974-75. This is a welcome indication of greater diversification in
output and competitiveness in export markets. However, the share of consumer
goods in manufactured exports has remained relatively constant. In Table 2,
exports to developed, developing, and centrally planned economies?® are shown
for 1960-61 and 1969-70. For each country group, manufactured consumer
goods have replaced primary goods as the major export.

1Countries other than former East Pakistan are defined as rest of the world.

*Grouping of the countries is based on arbitrary judgement rather than an explicitly
defined criteria. The following countries U.S.A., France, United Kingdom, Sweden, Canada,
Denmark, Norway, Australia, West Germany, Belgium, Italy, Netherlands, Austria, Switzerland,
Japan, Finland, Newzealand, Spain and Portugal are classified as developed countries, while
Bulgaria, China, Czechoslovakia, East Germany, Hungary, Poland, Romania, USSR and
Yogc;ts[aVIa, are defined as centrally planned. All other countries are classified as developing
countries.
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LABOUR CONTENT OF MANUFACTURED EXPORTS
Methodology

For Pakistan no work has been done to determine the factor-content of”
trade, though a few studies have investigated industrial factor intensity. Nurul:
Islam {16] followed H.B. Lary’s [10] approach in ranking industries by total
value added per employee. On the assumption that the higher the total value
added per employee, the higher is capital intensity, Pakistan’s comparative-
advantage should lie in those sectors where value added per employee is low..
In an other study, A.R. Khan [4] ranked industries by their observed capital--
labour ratios. The comparative advantage for Pakistan should be in those
industries where capital-labour ratios are low.

In the present paper we follow A. Kruger’s work [9] to estimate the-
labour content of exports. Our application of Kruger’s methodology is similar
to that of V. Corbo and P. Meller [1]. Derivations of the formulas for direct
as well as total labour requirements are given below.

The direct industrial requirements of labour is based on the labour input
required for Rs. one million worth of domestic value-added:

LY = LifVi ...oovvnnns P )

where Lj is average number of workers employed and Vi is domestic value-
added (in millions of rupees) in the jth industry for a given year. Value-added
is used in our estimates rather than gross output because the former is the:
more appropriate measure of the contribution of an industry to GNP. The
higher the direct labour requirement for a given Rs. one million of value-
added, the greater will be the labour intensity for that sector.

To arrive at the domestic value added content for the jth export industry,
the percentage share of direct domestic value-added in ouput was multiplied by
export value:

[V/O)i X Eil  cveereeeenennennn. ..

then the share? (i.e. weight) of each export industry in total exports was derived
as:

m

W;j (Vo x Ej | = (VIO XE); .......... 3)
j=i

Finally, the direct labour coefficients, LY, were corrected for these weights.

This procedure gives weighted average labour intensity for manufactured

exports: . -

*To calculate the share of each industry in overall export manufacturing j = 1, 2. e
20. And the weight (or share) of individual export industry in the group which it belongs to is:":
calculated by varyingj = 1...10 for consumer goods, j=11,....,14 for intermediate goods-

and j = 15,...., 20 for investment goods,
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A better concept to measure labour intensity would be to incorporate
indirect labour requirement as well. The purpose is to measure some of the
backward linkage effects, that is the ouput, value-added, and employment which
are generated due to increase demand from the exporting industry. We assume
that tradeable goods used as inputs in the exporting industry would be produced
-anyhow, and sold for other purposes, but that the flow of services originating
in the ‘home goods industries’ would be reduced if the demand from the export
industries had been lower. As a measure of indirect labour requirement we
have therefore taken into account the direct labour employed and value-added
generated in home good sectors.

The value-added multiplier which measures direct plus indirect value
added in home goods industries is defined as the ratio of total value-added per
unit of output to direct value-added per unit of output and is given as:

A
S = 3 VilOi i, ©)
-Oor . A
1 + v
S, = —— o)
\£

: A

‘where O; is output, V; is direct value-added, and V; is indirect value-added, all
A

for the jth sector. V; is defined as:

A .
Vi = V;.[ [1 - IQHH]-'l V.0 P 6)

where V/g = a row vector of direct domestic value-added per unit of
-gross output corresponding to h home goods sectors.

Apu = a square matrix of direct intermediate input coefficients in the
home goods sectors.

Agr = a rectangular matrix of home goods coefficients for n input
-output sectors.

Similarly the employment multiplier of direct plus indirect home goods
Tequirement per unit of value-added in jth sector, is defined as the ratio of total
"labour per unit of total value-added to direct labour per unit of direct value-
;added and is given as:

R ,
LYy + L L5
m = —— — (7)

A Vj
Vi+ V; i

A .
~where L9, is direct and L; is indirect labour employed per unit of output, for

A
ithe jth sector. L; is defined as:
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Li == LH [l — AHH]_I AHT .......................... (8)

where L’y = ‘a row vector of labour per unit of gross output, corresponding
. to h home goods sectors.

T ovget the total value-added generated by an increase in domestic pro-
duction we multiply s; with the direct value-added content of exports:

(6 X VIO X E)j  evniniinanneneieeaeians ©)

New weights (see footnote 3) for individual export industries are derived
as:

V/\\I;=(SXV/O><W),-/_I§_(s><VIOXE)j ........ (10)
j=i

Similarly multiplication of the employment multiplier mj, with the
direct labour coefficient gives us the total labour coefficient for the jth industry:

Ltj = mj Ldj
Finally the total labour coefficient, LY is corrected by the new export

A
weights Wj to obtain the weighted average labour intensity for overall manu~-
factured exports:

Lf = E_l (Aw, Ltj) ......................... k...(12)

The coefficient is also calculated for three major groups of manufactured.
exports.

Labour Requirements

The manufacturing sector of Pakistan is classified into 20 sub-groups. The
fourt home goods sectors considered are: electricity and gas, transport and
communication, trade (wholesale and retail) and insurance, banking and other
services. To make the intertemporal comparison of labour intensity, two
years, 1960-61 and 1969-70, were chosen as all the data required to calculate
{abour intensities are available only for these years. Figures for labour intensity
have been calculated for 3 major groups of export industries, i.e., consumer goods,
intermediate goods, and investment goods. However, within each of these
groups there are very large differences in the labour coefficient of industries.
(see Table 3) and the average for the group, therefore, is not representative for
industries within the group.

*The input-output matrix showed no deliveries of intermediate goods and services from:
the fifth home goods sector, construction, to the manufacturing sector.
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‘ Table 3
Direct and Indirect Labour Requirements Per Million Rs. of Value-Added
» (Man years)
1960—61 1969—70
Labour Requirements Labour Requirements

Total Direct Indirect Total Direct Indirect

LYy Ly Ly Ly LY Ly
1 2 3 4 5 6
(a) Consumer Goods
1. Food 413 166 246 177 47 130
2. Beverages — — — 138 61 77
3. Tobacco 93 41 52 79 27 52
4. Cotton Textiles 367 283 84 158 122 36
5. Other Textiles 246 185 61 182 137 45
6. Footwear 236 211 25 123 110 13
-7. Wood & Furniture 216 213 3 233 230 3
8. Drugs and .
Pharmaceuticals 264 146 118 103 57 46
9. Printing and
Publishing 606 491 115 153 124 29
10. Miscellaneous 562 237 325 183 77 106
(b) Intermediate Goods »
11. Paper and its
Products 496 305 191 163 100 - 63
12. . Leather and its :
_ Products - 377 246 131 86 56 30
# 13, Rubber and its
Products 498 226 272 136 62 74

14. Industrial Chemicals 277 106 171 103 4 59
(¢) Investment Goods ;.

15. Non-Metallic ' :

minerals <192 1120 80 139 81 58
16, Basic Metal 174 124 50 166 118 48
17. Metal Products 251 210 41 248 207 41
18. ' Mach. except

Electrial . = 487 ..400 87 269 221 48
19. Electrical o :
Machinery: 324 - 174 150 186 100 86
20. Transport Equip- -
- ment . 258 240 18 274 255 19

Sources: Columns2 and 5: The data for employment L; and value added Vj were obtained from
Census of Manufacturing Industries (CMI) for the years 1959-60 and of 1969-70 (13).
Columns 1 and4: The number of workers in. home goods sectors Ly, is obtained from labour
force survey for 1969-70 and for 1960-61 from Hussain’s [3] study. As the value added in
home goods sector Vh is not available from national accounts for West Pakistan for the year
1960-61, it was obtained from Taufiq and Bergen [15] and for the year 1969-70 directly from
national accounts. The output 0; and O, is taken from CMI [13] and national accounts
respectively, For the input-output matrix (AHH and AHT) results of Mazahir Hamdani [2]
have been used,

Columns3 and 6: Lt; — Ld;
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Table 5

Labour Intensities for Exports to the Developed Economies
- (Man years)

1960—61 1969—70
Labour Ranking Labour Ranking
Intensity Intensity

(A) Direct Labour Requirements per Million Rs. of Value Added in Exports

All industries 274 — 89 —
(@) Consumer goods 274 2 99 2
(b) Intermediate goods 223 3 53 3
(¢) Investment goods 287 1 177 1

(B) Total Labour Requirements per Million Rs. of Value Added in Exports:

All industries .37 — 132 —
(a) Consumer goods 382 2 143 2
(b) Intermediate goods 360 3 g0 .3
(c) Investment goods 392 1 332 1

Source: Data in Table 2 and 3.

Table 6

Labour Intensities for Exports to Developing Economies
' (Man years)

1960—61 196970
; Labour Ranking Labour Ranking
Intensity Intensity

(A) Direct Labour Requirements per Million Rs. of Value Added in Exports
All industries - 266 )

— 106 —
(a) Consumer Goods 266 2 112 2
(b) Intermediate Goods 207 3 48 3
(c) Investment Goods 283 1 119 1

(B) Total Labour Requirements per Million Rs. of Value Added in Exports:

All industries 378 — 149 —
(a) Consumer Goods 377 2 150 2
(b) Intermediate Goods 371 3 107 3
(c) Investment Goods 380 1 185 1

Source: Data in Table 2 and 3.
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Table 7
Labour Intensities for Exports to Centrally Planned Economies
(Man years)
1960—61 196970

Labour Ranking Labour Ranking
Intensity Intensity

(A) Direct Labour Requirements per Million Rs. of Value Added in Exports

All industries — — 115

(@) Consumer Goods — — 120 2
(b) Intermediate Goods — — 55 3
(¢) Investment Goods — — 221 1

(B) Total Labour Requirements per Million Rs. of Value Added in Exports

All industries — — 150 —

(@) Consumer Goods — — 154 2

()" Intermediate Goods — — 88 3

¢) Investment Goods —_ — 1
I Good 269

Source: Data in Table 2 and 3.
Table 8

Labour Intensities for Exports to Former East Pakistan
(Man years)

1960—61 ) 1969—70

Labour Ranking Labour Ranking
Intensity Intensity

F(A) Direct Labour Requirements per Million Rs. of Value Added in Exports

All industries 249 —— 91 —
(@) Consumer Goods 257 1 101 1
(b) Intermediate Goods 162 3 54 3
(¢) Investment Goods 174 2 96 2

(B)- Total Labour Requirements per Million Rs. of Value Added in Exports:
All industries . , 367 — 146 —
(a) Consumer Goods © 374 1 150 2
(b) Intermediate Goods 343 2 116 3
(¢) Investment Goods 306 3 172 1

Source: Data in Table 2 and 3.

L]
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Table 9

Decline in Labour Intensities due to Change in Labour Coefficient
1960-61 to 1969-70
(Man years)

Labour intensity Labour intensity ~ Percentage
based on 1960-61 based on 1960-61 decline in
exports weights and  exports weights and labour
1960-61 labour co-  1969-70 labour co- intensity

efficients efficients
@ ) ©)
(A) Direct Labour Requirements per Million Rs. of Value Added in Exports
All industries 267 118 56
(@) Consumer Goods 268 113 58
(b) Intermediate Goods 217 56 74
(c) Investment Goods 270 181 33
(B) Total Labour Requirements per Million Rs. of Value Added in Exports
All industries 377 *164 57
(@) Consumer Goods 377 151 60
(b) Intermediate Goods 371 98 74
(c) Investment Goods 375 241 36

Source: Data in Table 2 and 3,
Note : Column c=(a—b) x 100/a

Table 3 shows the direct and indirect labour coefficient per Rs. one
million of domestic value added for 20 industries. Tables 4 to 9 give the
intertemporal and interindustry information on direct and total labour intensi-
ties, for the rest of the world, developed, developing, centrally planned economies,
and the former East Pakistan. Part A of the Tables 4 to 9 is based on direct
labour requirements and part B total labour requirements.

Table 4 part A shows that if additional manufactured goods containing
Rs. one million in domestic value-added were exported to the rest of the world
on average a potential employment of 267 was generated in 1960-61 and 103
in the year 1969-70. 1If this additional export was comprised of consumer goods,
intermediate goods, or investment goods, respectively, the additional employ-
ment generated in these sectors would have been 268, 217, and 270 in
1960-61, and 111, 52, and 123 in 1969-70. Similarly, Part B shows that Rs.
one million of additional value-added contained in exports to rest of the world
on the average would have generated 377 jobs in overall manufacturing in
1960-61 and 131 in 1969-70; on the same basis for consumer goods, inter-
mediate goods, and investment goods, the number of new jobs created would
have been 377, 371, 375 for 1960-61, and 137, 96, and 192 for 1969-70
respectivély. '
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Using the method described above, Tables 5 to 8 show how much
direct or total employment would be generated if goods with value added of an
additional Rs. one million worth of any of the three major groups were
exported to developed, developing, centrally planned economies, or to the
former East Pakistan.

Ranking of the Major Groups of Industries

The ranking of the three major industrial sectors with respect to their
direct or total labour rquirements is similar for both years 1960-61 and 1969-70,
and the ranking is unchanged even for different country groups. The composi-

tion of investment goods exports is most labour intensive and the composi-
tion of intermediate goods exports is the least labour intensive.

In case of exports to Bangladesh (East Pakistan) we get somewhat diffe-
rent results that is direct labour requirements for both years and total labour
requirements for 1960-61 for consumer goods exports are labour intensive rela-
tive to investment goods exports. For 1969-70 total labour requirements are
similar to the pattern observed in the case of exports to other regions.

Another case where the ranking differs from the general pattern is for
exports to the rest of the world in the year 1960-61. Consumer goods exports
in this case are slightly more labour intensive than investment goods exports,
but the difference in total labour intensities is negligible, i.e., creation of 377
jobs in the case of consumer goods and 375 jobs in the case of investment goods.

Decline in Labour Intensity Over Time

As labour co-efficients were corrected for export weights, the total
change in labour intensity could be decomposed into change due to (a) changing
export structure, and (b) change in labour coeflicient.

AWL = (AW) L + (AL W
where
AWL = total change in labour intensity,

(AW) L = change in labour intensity due to change in export
composition (i.e. export weights) keeping * labour co-
efficient constant, and

(AL) W = change in labour intensity due to change in labour co-

eﬁ’it:ient keeping. composition of export constant.

We have measured total change in labour intensity of exports only for the
rest of the world. AWL is shown in column C of Table 4. (AL) W was calcula-
ted by applying labour coefficient of 1969-70 with 1960-61 export weights (see
Table 9), which gives us the percentage decline due to change in the labour
coefficient shown in column f of Table 4. Once total change (AWL) and
partial change in labour coefficients (AL) W were determined independently
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(AW) L (change in export composition) was calculated as the residual (see
Table 4, column g). Comparison of column f and g of Table 4 shows that
the decline in labour intensity over time was mainly due to the fact that there
has been a sharp decline in the labour coefficient itself; it is apparent from
Table 3 that the labour coefficient for each industry has fallen over time. What
are the implications of this result? One may say that there has been an increase
in labour productivity independent of a change in degree of capital intensity
or it has been caused by an increase in capital intensity, A third explanation is
also possible: there has been a shift in the structure of exports within the three
groups from more to less labour intensive industries. For example in 1960-61
cotton textiles comprised 83 percent of all consumer goods exports to the rest
of the word, but in 1969-70 the share was reduced to 72 percent while the share
of footwear, which has a lower labour intensity than cotton textiles, rose by
10 percent. Similarly in case of intermediate goods export, 67 percent of this
group was leather products and 21 percent was industrial chemicals in 1960-61,
in 1969-70, the leather products came down to 57 percent and the share of
industrial chemical increased to 39 percent, which is less labour intensive than
leather products.

Other studies give conflicting evidence as regards the major explanatory
factors. Hussain’s [3} findings are that capitalflabour ratios have definitely
increased over the period 1959-60 to 1967-68. However, a more recent study
by A.R. Kemal [7] shows that the capital/labour ratio for manufacturing as a
whole did not change appreciably between 1959-60 and 1969-70 while the
capital/output and capital/value added ratios fell somewhat and the value

- 4dded/labour ratig increased by 75 percent.

It would be futile to try to arrive at a precise explanation of the sharp
fall in the labour requirements of Pakistan’s manufactured exports, because the
data on capital in particular are too uncertain. But the main explanation is
certainly a genuine increase in output and value added per labourer, caused bya
gain in experience in very young industries, helped by higher capacity utilization
In many instances, and also some increase in capital intensity. As manufacturing
industries which export a large part of the output to the rest of the world must
be competitive, these tendencies are necessary and desirable. It is likely that the
very sharp fall in labour requirements in manufactured exports during the sixties
will prove to have been exceptionally rapid, but the results of this study give a
warning against using present labour requirements as a measure of the employ-
ment potential of exports of different types of manufactured goods in the
foreseable future. Allowance should be made for a continued fall in the
direct and total labour requirements. This factor will, of course, probably
also apply to import substitution industries. Our preliminary conclusion is that
comparisons of the employment potential between industries is more importans
than the absolute figures obtained for labour requirements at any one point of
time,

COMPARISON OF LABOUR REQUIREMENTS
BETWEEN INDUSTRIES

Our results show that a major proportion of Pakistan’s manufactured
exports consist of consumer goods whose labour intensity appears to be
relatively lower than that of investment goods. This is not an unusual pheno-
menon for Pakistan as earlier studies show parallel results. Islam [16] following
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Lary's [10] approach found that the capital goods industry as a group in
Pakistan has lower value-added per employee than the national average.
Furthermore it has less than average non-wage value added per employee and
in both cases it is significantly lower than the national average—while the
consumer goods industries when taken separately for West Pakistan have
value added per employee just below the average, showing a bias towards
labour intensity. The intermediate goods in West Pakistan came out to be the
least fabour intensive, in Islam’s study. While describing intertemporal varia-
tion in factor intensities, Islam does not mention whether labour intensities have
-increased or declined over time, he just discusses the changes in ranking of
industries whereas our results have further indicated an overail decline in
labour intensities over time.

Sectoral capital intensities obtained by A.R. Khan [4] also support our
results. Khan measured capital intensities based on the ratio of observed
physical capital to labour and concluded that the three industries with un-
usually high capital intensities are fertilizer, paper, and petroleum products.
These industries belong to the intermediate goods sector; in our findings also,
based on direct and total labour requirements, this sector came out to be the
Jeast labour intensive. The other industries which came next in capital intensity
ordering are sugar, cigarettes and edible oils which belong to the consumer
-goods sector; in our study this sector appears to have the second lowest labour
intensity.

Khan’s study [4] shows that the least capital intensiv@®sectors are leather
and its products, metal products, and wood cork and furniture. The leather
industry is a puzzle—its direct labour requirements also appear to be very low,
and in our study this industry is mainly responsible for the low, labour require-
ments of the exports of intermediate” goods (as 67 percent in 1960-61 and 57

rcent in 1969-70 of intermediate goods export to the rest of the world was
held by leather and its products alone). Kemal’s study [7] also shows that
the leather goods industry simultaneously has a low capitalflabour and a very
high value added/labour ratio.

-

Concerning the capital intensity of the investment goods sector, Khan
(4, p. 231] concludes “It may be noted that capital intensity of capital supp-
lying sector is not particularly high”. This view supports our findings and the
reason underlying this fact could be that our investment goods sector at present
mainly consists of those industries (e.g., metal and metal products, and non-
electrical machinery) which are quite highly labour intensive.

Khan has extensively argued that consumer goods industries in Pakistan
were relatively more capital intensive than socially desirable, and that capital
has been heavily underpriced (due to different government policies, e.g.,
overvaluation of the exchange rate, low interest rates, and other different
incentives for import of capital) while the price of labour has been higher than its
efficiency value. The reasons that consumer goods are relatively more capital |
intensive than socially desirable could be due to the fact that most “of the
industries belonging to this sector, e.g., sugar, cigarettes, edible oil, and other 3
food manufacturing are the products of the era of import substitution, ‘when §
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capital was underpriced. It created the incentives to build up greater capacity
than can be used at any given time period to ensure against the difficulties of
getting licences for expanding the capacity in future. G. Winston [17] and
A.R. Kemal [6] have shown in their study that for the year 1965 only 33
percent [17] and for 1967-68 only 55 percent [6] of the industrial capacity
was being utilized—hence underutilization of capital stock in large-scale manu-
facturing reduced the potential level of employment and increased the observed
capital intensities in the underutilized sectors.

Our tentative conclusions are subject to a number of important quali-
fications pertaining to the statistical basis and the method of analysis of the
study. Firstly, labour requirements for each of the 20 subgroups of manufacturing
industries reflect the total production in each group, and are not adjusted for
the structure of exports within each group. This implies that the labour require-
ments for exports from a given group can differ quite significantly from the
labour requirements for the group as a whole. Thus the labour requirement
ratio for the food industry group is strongly influenced by the sugar industry
which in 1969-70 accounted for 64 percent of the capital assets, 54 percent of
value added, and 45 percent of employment in the food industry group, and the
direct labour requirement of which was 40 against 48 for the group as a whole,
and 183 for the fish canning and sea foods industry, an important export industry.
Thus even the data for the 20 individual subgroups of manufacturing industries
do not give exact data for labour requirements for exports. Secondly, as
pointed out previously, the three major industry groups are very heterogenous,
and ratios for the groups as a whole are not representative for all industries
within the groups. Thirdly, the labour/value added ratios in some industries
do not appear to be influenced by capital intensity. Thus, if we base our
estimates on the Census of Manufacturing Industries 1969-70 data, we find that
the direct labour requirements in the leather industry is 56 against 87 for all
manufacturing industries whereas the value of fixed assets per employed person
was Rs. 6,075 in the leather industry against Rs. 11,600 for all industries. "Still,
employment costs in the leather industry represented only 11.4 percent of
value added against 20.5 percent for all industries. Thus the assumption that
low apparent labour intensity (measured by employment in relation to value
added) reflects high capital intensity does not seem to apply in all cases.

Moreover, other factors have to be taken into consideration. The
cotton textile industry is Pakistan’s most important industry both in terms of
value added and employment, and it is also the country’s most important
export industry amongst the manufacturing industries. Its strong position is
due to its role as a processing industry of an important domestic raw mate-
rial. There is no evidence which suggests that it is unduly capital intensive, at
least not as regards spinning, and its structure has not been influenced by
foreign investments. Similarly, several other important export industries (such
as fish preparations and leather) are based on domestic raw materials,

On the other hand, investment goods industries are relatively weak in
Pakistan and one reason is the heavy skill component in such industries.
Because we do not include human capital in our analysis, we lose one important
explanatory factor. The growth and establishment of certain capital-intensive
investment goods industries (noteably cement and steel) may lead to increased




402 The Pakistan Development Review

exports of investment goods, but this will most propably lead to a very signi-

?caﬂt fall in the labour requirements embodied in exports of investment gooils
from Pakistan. -

Thus our results must be interpreted with utmost caution. For other re-
asons than capital/labour ratiod, certain manufacturing industries have managed
to succeed in and may be further expanding their exports, On the other hand,
certain apparently labour-intensive industries will require heavy inyestmeit in
human capital before they can enter the export markets successfully. - '

CONCLUSIONS

As meptioned in the introduction of the paper the task hasbeen to deter-
mine the employment-gehefafing éffects of export expansion. In Pakistan,
where the needs exceéd the [neans to aclieve, the approbtiate choice of one

instrument, export policy can help in meeting two ends, 1.¢., earing foreign
éxchange and generating émployment. From time-seriés analysis of ouf export
structure it is apparent that manufactured consumniet gdods constitute a major
part of our export, and its share in total export has been increasiig ovér time.
Nevertheless, it has been shown in this paper that consurer goods are rela-
tivély less labour intensive than investment goods. o

Based on two measures of direct and total labour requifements, an
attempt was made to explore how miich employment should be genérated in
consumer, intermediate and investmént goods sectors if products woith ad
additional one million rupees in domestic value added froin either of these
S’oié_tbrs ‘were exported to developed couitries, developing courtries, centrally
plansied economies, or former East Pakistan. For most of the cases it was
fotind that investment goods are most labour intensive based on labour/valué
added ratios. Does this imply that Pakistan should concentrate triofe on the
orormotion of exports of invgstment goods? This would not necessarily be
cortect choice of policies as tfu_é structre of exports shows that consutrier good$
have always been a major part of Pakistan’s manufactured exports, showing
that world demand for Pakistan’s exporfs is concéntratéd i consiimer goods
and that Pakistan has somie distinct advantages in manpfactuting such goods.
In fact, an apparently lower labour intensity for consumer- goods agdinst invest-
ment goods could be attributed to domestic factor market distortions and
whderutilization of industrial capacity as well as statisticdl artifacts, hence to

Gbtain the potential labour intensity of this sector, we could iriter alia iricrease
capacity utilization by removing the deficiencies of demand through promoting
exports. ' ’ D

Next an attempt was made to analyse the labour requirements based on
the geogtaphical direction of export to determin¢ to which group of courtrigs
inese exports should be diverted to get a high growth of total labBur employed.
It was found that if éxports containing af atditional ohe million fupees of
domestic value added (irrespective of industrial group) were exported to deve-
loped, developing, or centrally planned econotniés, or to formet East Pakistan,
tHen total employment generated for 1969-70 would Have been 132, 149, 150,
and 146, (man years) respectively. It shows that exports promoted to centrally

plahned economies and developing ¢ountries appearéd to be most favourable

for employment cteationt, but the differénces aré so small that they may Be
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caused by unavoidable statistical errors. However as the data required to
calculate labour intensities (i.e. difett labour coefficients and input-output
matrix) are not available for the recent years, it is not possible to speculate about
the existitig situation with regdrd t6 the relatioship between labour intensity
and exports. o o s o

It Is interesting to note that our restlts for deterniininig the labour inten-
sities for different sectors follow the similar pattéfn 4§ obtainéd in the studies
done earlier. Incidentally, tle results of our analysis partially refute the
Heckscher-Ohlih Theorem, i.e., our major expoft graup is cohisumer goods which
has on the average a felatively lower labour intensity than other commodity
groups.

Appendix Table
Value-added and Employment Multipliers

Vilue-added Employment
Multipliers Multipliers
(a) Consumer Goods: -
' S M;
1. Food 1.41249 2.4898
2. Beverages 1.31064 2.2688
3. Tobacco’ 1.23414 2.9127
4.  Cotton textiles 1.29504 1.2968
5. Other textiles 1.43432 1.3303
6.  Footwear - 1.08527 1.1198
7. Wood and furniture 1.03029 1.0147
8.  Drugs and pharmaceuticals 1.23084 1.8088
9.  Printiig and publishing 1.20315 1.2347
10.  Miscellaneous 1.86202 2.3725

(b) Intermediate Goods:

11.  Paper and its products - 1.451§7 1.6261
12.  Leather and its products 1.14839 1.5325
13. Rubber and its products 1.46586 2.2017
14.  Industrial chemicals 1.38411 2.3329

(C) Divestment Goods:

15. "~ Non metallic minerals ' 1.37182 1.7137
16.  Basio metals ' 1.41534 1.4039
17. Metal products 2.03574 1.1973
18.  Machinery except electric 2.60642 1.2181
19.  Electrica] machinery 1.75357 1.8644

20.  Transport equipment 1.25277 1.0761
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