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CHAPTER - II 

ECONOMIC smteTURE OF SOUTH ASIAN CCUNTRIES 

II.l. Introduction : 

The economi~ structures of South Asi~rn Countries 

are more or less identical •. The economies are overwhelmingly 

agriculture-based and they export mainly primary products. The 

colonial domination of the countries in this region paralysed 

their economies and even. after independence they continued to 

depend on their earlier masters for export of primary goods and 

import of manufactures. 

11.2. Socio-Economic Features of South Asian Countries : 

The South Asian countries have many common socio

economic features. These countries have by and large a similar 

colonial history and tradition. They are also having social, 

cultural and ethnic links. All the South Asian Countries suffer 

from tremendous balance of payment burden, intolerable unemploy-

ment problem, excessive grow1th of population, untold poverty, 

continuous food crisis, low rates of economic and industrial 

development, unskilled manpower and massive illiteracy. 

The Table-II.l presents a summary view of the 

socio-economic situation of South Asian Countries. India is the 

biggest country in the region both in area and population. 73.2 
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per cent of the total area and 76 per cent of the total 

population of South Asia region are in India. Next to India, 

comes Pakistan with an area of 804 thousand sq. km. which is 

only a quarter that of the formar. All the other countries 

are at a much greater distance, with· ~!dives having only 

c300 thousand square km. In population, India is followed by 

Bangladesh, Pakistan, Nepal, Sri Lanka, Bhutan and Maldives 

in that order. The growth rate of population has been very 

high for all countries except Sri Lanka. The highest growth 

rate has registered by Pakistan at 3.2 per cent per annum 

during 1980-89 followed by Maldives at 3.1 per cent 

In terms of area per capita, the situation is 

complete! y different. Bhutan has the highest area of 0.335 

square hectare, followed by Nepal 0.077, Pakistan 0.074, 

India 0.040, Sri Lanka 0.039 and Bangladesh, the lowest9 0.013 

square hectare. 

With regard to arable land per capita, the best 

endowed country is India with 0.21 hectare, followed by Pakistan 

0.18, Sri Lanka 0.12 and Nepal 0.11 hectare. 

As regards to the economic well-being of South Asian 

countries, the smallest country, ~~!dives, has the highest per 

capita income of $ 480. This is followed by Sri Lanka with 



$ 430, Pakistan $ 360 and India $ 350. The poorest 

countries are Nepal and Bhutan with only $ 150 each. 

The rate of economic growth for these countries over 

the last two and a half decades varied widely. During 

1980-89, while Maldives registered an annual GDP growth 

rate of 10 per cent and Bhutan 8.1 per cent, for Bangladesh

the most densely populated country-- it was only 3.9 

per cent. The inflation rate for the countries also 

varied substantially. In the last decades the average 

annual rate of inflation was as much as 11.9 per cent 

for Sri Lanka as against 7.7 per cent in Pakistan. 

In literacy rate, Sri Lanka had the highest 

percentage of 82 in 1980 and 87 in 1989. India ·came 

second with only 36 per cent in 1980 and 44 per cent 

in 1989. The literacy rates for the other countries 

varied between 32 per cent and 36 per cent in 1989. 

The life expectancy at birth which is a very 

important indicator of economic well-being, also varied 

considerably. In 1989 Sri Lanka had the highest level . 

of 71 years as against Bhutan's only 48 and Bangladesh's 

51 years. India's life expectancy at birth was 52 

in 1980 and 59 years in 1989. 

years 
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Bangladesh ~.o 
(3 .2) 

110.3 
(10.3) 

2.7 2-4 o.o13 9o4 o.oa 180 2.4 3.9 10.3 11.0 27 35 46 51 

-----------·------------------------ -- ·--- ---- __. ____ ------------ ._.,__ _____ 
Bhutan 47.0 1o4 1.6 1.9 0.335 O.l o.w 

(1.0 ) (O.l ) 
150 ... 8.1 - - 23 32 44 48 

------------- ---- - ----------
In:iia 3288.0 811.8 2.3 
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-----~--~---------------------~----~-- ---- ----------~---------------~--------------------~----~~~-----~---~-------~----~----------------~ 
Sri .Uuita 65.E 

( 1.5) 
16.8 1.8 
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------------~-------~--------------~------------------~----------------------~---~---------------- -~-------~-------~----~~-----------~-----------
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Source ; (1) World Bank, ~.rki_~yLlQ~_pt_~i.:_.l-2fJ§"" 
(2) Asian Development Bank (ADB), ,!{ey Jmi~.a_tg.r;.. July 1991. 



II.3. Fattern of Development in Differen~~qun~s.j~~ 

Economic Planning is an important means of economic deve-

lopment in th~·~, developing countries, and the South Asian countries 

are no exception to it. However, the nature of economic planning, the 

manner of implementation and the extent of development varied from 

country to country. Below we give a brief account of the Fattern of 

development in different countries~ 

Bangladesh: Economic planning of Bangladesh began more 

seriously only after it attained independence in 1971. The government 

of Fakistan did not make any concerted effort fof its ~astern wing's 

development. The First Five Year Plan of Bangladesh was started in 

1973 covering the period 1973-78. This was followed by a Two Year 

Plan during 1978-80 as some of the targets of the first Plan were not 

fulfiled and as the Planning Commission could not finalise the targets 

for the Second Five Year Plan. In 1980, came the second five-year 

Plan covering the period 1980-85. This was followed by the third five 

-year Plan(l985-90) and currently the fourth fiye-year Plan (1990-95) 

is under implementdtion. 

The objectives of the first five-year Plan were :-

(1) Reduction of poverty and generating employment opportunities; 
(2) Rehabilitation and reconstruction of the war-damaged economy; 
(3) Increase in GDP at the rate of 5.5 per cent per annum and of 

per capita income at the rate of 2 .5 per cent. 
(4) To ~xpand the output in order to provide for minimum con

sumption requirements and to arrest the rising trend in 
general price level; 

(5) To reduce population growth rate from 3 per cent to 2.8 per 
cent annually; 

(6) To reduce dependence on foreign aid through export promotion 
and import subst~tution; 



(7) To transform the institutional and technologf~al base of 
agriculture with a view to attaining self-sufficiency in 
foodgra in; and 

(8) To ensure a mor.e equitable distribution of income and to 
ensure.better social justice. 

Development of agriculture ·:has always been given high prio

rity. The fourth five-year Plan has taken the following initiatives 

with a view to up-lift the socio-economic conditions of the farmers 

and other people: 

(a) Increase high-yielding area and· ·;·-~-_introduction of multi 
-crops production system; 

(b) Special schemes for the development of backward and inte
rior areas; 

(c) Nlinimisation of production cost through provision of minor 
irrigation; 

(d) Introduction of integrated insecticide projects; 
{e) Promotion of modern agriculture Research; 
(f) Installation of agro-based industries and promotion of 

exports; 
(g) Provision of agricultural train~ng and its publicit¥; and 
(h) Formation of an Agricultural Commission. 

The development of industries h_QS also received increasing 

attention in recent years .. The fourth five-year Plan (1990-95) has 

taken the following initiatives in this area : 

(I) Promotion of indigenous industrial role in the total 
industrial production with a view to have a 9.1 per. cent 
growth of industrial production; 

(II) Increase employment in industrial sector; 
(III) Promotion of balanced trade and self-reliance; and 
(JV) Development of science and technology through research. 

and application. 

The amount of investment under the different Plans, however, 

could not be very high due to the economy's poor state. Before inde-



pendence most of the capital invested in various industries ( both 

in public and private sectors) were transferred from 

. .Pakishtn .. = -· · to West Pakistan. This transfer capital paralysed the 

industrial sectors and the economy as a whole. During the Third Five 

Year Plan, the aggregate of investment amounted to Tk. 34f08 crores 

in which Tk. 20~67 crores ( 61.5 per cent ) came from foreign aid. 

The investment as a proportion to GDP declined to 10.68 per· cent in 
1 1989-90 from 12.06 per cent in 1985-86. 

Achievement of·the different Plans varied considerably due 

to a number of reasons. The average annual growth rate in GDP was, 

however, 2.4 per cent during 1965-80 and 3.7 per cent over the period 

1980-88. Sectorally, agriculture registered an annual growth of 1.5 

percent during the former period and 2.1 percent during the latter. 

In industry, these were respectively 3.8 percen-t and 4.9 percent 

and in services 3.4 percent and 5.2 percent. 2 

To look into the growth of production in some of the imp:O_r>

tant items : The index of production in 1988-89 with 1973-74.as the 

base year, stood at 649 for cement, for drinks at 615, for fertilizers 

at 553, for fish and fish preperation at 340, for matches at 239 and 

for gas at 208. Low growth was recorded by some of the important 

items like vegetable oil at 81, jute textile 101, cotton textile 111, 

Sugar 116, industrial chemicals 121, iron and steel 129 and tea 140 

in 1988-89.3 

1. 

2. 
3. 

Ban ladesh Arthanaitik Zari -1990-91, Ministry of Finance, 
Government of Bangladesh,p 19. . 
World Bank, World Develo ment Re ·art New Yo~k 1988 and 1990 issues 
Banglasesh Arthanaitik Zarip -1990-9l,ibid, p 272-73. 
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As a result of these developments, as evident from the 

Table II.2, the relative share of agriculture in GDP came down to 

37.1 per cent in 1989 from 55.3 per cent in 1970. The diversifi

cation towards industry was, however, not significant---- its re

lative share in GDP-rose to 17~1 per cent from 15.9 per cent over 

the same period. The gainer was mainly the service sector, whose 

share rose to 45.8 per cent from only 28.8 per cent over the same 

period. 

_§hutill}_!.. In 1961 Bhutan entered the era of Economic 

Planning. The First Five Year Plan covered the period- of 1961-62 

to 1965-66 and this was followed by five successive Five Year Plans. 

The Seventh Five Year Plan, currently running, covers the period 

of 1992-93 to 1997-98. The Planning Commission of Bhutan was, 

however, established only in 1971 and the First and the Second 

Plans were prep:tred by the Indian Planning Commission·. 

The main objectives of Bhutan's economic Plans have been: 

(a) to improve the living standard of the people, especially 
those belonging to the poorer sections; 

(b) to develop the infrastructure and prepare ground for the 
installation of cottage and manufacturing industries using 
local raw materials; 

(c) to establish better road communication between Thimpu and 
interior places of the hilly region; 

(d) to achieve better performances in export promotion, envi
ronmental conservation and balanced regional developmend; 
and 

(e) to develop agricultural sector with a view to have self 

-sufficiency in food grains and to supply more raw materi
als to indigenous industries. 



Investment capacity of the Bhutan government was very 

poor. During the first two Five Year Plans there was absolutely 

no investment. The first Plan had a targeted outlay of ~.~750 lakhs 

and it was' enti:,._ely financed by the government of India. The total 

outlay for the second Plan was ~.2000 lakhs and it was also fully 
1 

financed by India~ The outlay for the third and the fourth Plans 

were Rs.4J52 lakhs and Rs.ll.,062 lakhs respectively. India contributed 

Rs. 4p72 lakhs----- that is 92 per cent of the total---- for the 

third Plan and Rs. &603 lakhs---- that is 78 per cent of the total---

for the fourth Plan'. Bhutan could contrib~te only 5 per cent of 

of the total outlays in these Plans and the rest were provided by 

the international agencies. In the fourth Plan, the total outlay 

was ~. 21400 lakhs and more than fifty per cent of it came from 

India. 4 

The economy of Bhutan is essentially rural-based with 

95 per cent of the work-force employed in agriculture and allied 

activities. 'Rice, wheat, barley, corn, millet and potato are the 

principal crops of Bhutan. Agricultural production increased by 

37 per cent in 1976 over the average during 1961-65. In industrial 

production, Bhutan is :':still in the cradle. In the earlier Plans, 

'the country put more emphasis on integrated rural development than 

on the development of industries. With the ,peg inning of the Third 

Five Year Plan(1971-76), however, the industrial sector received 

considerable attention .. Construction of the Chukha Hydel Project 

began in 1973 and the Penden Cement Plant in 1975. Both the pro-

jects are presently in operation. Phuntsholing in Bhutan has emar-

ged as the largest industrial estate. In 1987, there were about ------
4. Bhutan Country Paper and Development Perspective-----1980s, 

Planning Commission, Royal Government of Bhutan. 
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400 small-scale, cottage and medium industrial units in Bhutan. 

There are also a food processing factory, a tea chest ply veneer 

factory, a res in and turpentine fac.tor.t, a salt iodization plant 

and three distilleries at present. 

India: Economic Planning in India started in 1951, that 

is . ·' four years after the country achieved independence. Vario!:ls··. 

Plans launched since then were -------- First Five Ye~r Plan(l951-56) 

Second Five Year Plan(1956-61), Third Five Year Plan(1961-66), 

Fourth Five Year Plan(1969-74), Fifth Five Year Plan (1974-79); 

~iXth Five Year Plan (1980-85), Seventh Five Year Plan (1985-90), 

and The Eighth Five Year Plan (1992-97). There were annual Plans 
• in getween the Third and the Fourth Five-Year Plans and again Til 

between the Fifth and the Sixth Plans and the Seventh and the Eighth 

Plans. 

The First Five Year Plan was of the ~ "ground preparing" 

type. The primary aim of this plan was to achieve economic stability 

and eleminate shortage of food and basic resources. During the First 

Plan, owing largely to the remarkable progress recorded by agricul

tural production, the national income registered an incre~se of 

about 18 per cent as against the target of 12 per cent. The Second 

Plan initiated a large and more broad-based efforts than the First 

Plan. But due to a number of difficulties, the increase in national 

i~come during the Second Plan period was only about 20 percent as 

against the target of 25 per cent.5 

While the emphasis in the First Plan had been on agricul-

ture, the priority of the the Second Plan was given particularly on 

54 Review of the Second Plan in the Third Five Year Plan----196~, 
Planning Commission, Government of india. 



industrialisation. The major objectives of this Plan were :-

(a) Rapid industrialisation with particular emphasis ;an the 
development of basic and heavy industries~ 

(b) Increase production of iron and steel, heavy chemicals, 
( including nitrmgenous fertiliser) and development of 
heavy engineering machine building industry; 

(c) Removal of poverty, unemployment, underemployment and 
;~~quality and creating more employment opportunities; 

(d) Attain overall growth rate of 5.5 per cent per annum; and 

(e) Development of agricultural sector and supply necessary 
raw materials to the industrial sector. 

The main objectives of the-Third Five Year Plan were : 

(a) to secure an increase in national income of over 5 per 
ce·.'':t per annum, to achieve an increase in consumption 
at the rate of 4 per cent and 14 per cent was taken as 
the target of saving; 

(b) to achieve self-sufficiency in food grain; 

(c) to expand basic and heavy industries; and 

(d) to utilise manpower resources and to ensure a substa;n 
tial expansion in employment opportunities and a more 
-even distribution of economic power. 

Elemination of poverty and attain~ent of self-sufficiency 

have received the highest priority both in the Fifth and Sixth 

Plans , while the Seventh Plan emphasised the development of sci

ence and technologj:es along with the creation of employment oppor

tunities, eradication of poverty, reduction of inflation, removal 

of ecological imbalances, promotion of savings and investment. 

In the First Plan (1951-56), the total outlay was Rs.l960 

crores in which 73 per cent (Rs.1440 crores) financed from the dom

estic budgetary resources and 10 per cent ( Rs. 190 crores ) came 

from external assistance. The outlay increased and registered nearly 
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double amount in each of the Plan compared to the preceeding Plan. 

Following this trend the total outlay reached to Rs. 16160 crores 

in the Fourth Plan and to ~. 1,80,000 crores ~n the Seventh Plan. , 
While contrib·!.Jtion to the financing of Plans by the external assis

tance were 13 per _cent and 10 per cent of the total outlay respec

tively. The highest percentage (28) of external assistance received 

during the Third Plan(1961-66). Since then, a declining trend in 

percentage in the contribution of foreign assistance to the finan

cing of Plans was obseFved with little exception during the Fifth 

Plan. It is notable that since 1974 (Fourth Plan), India has been 

able to finance more than 80 per cent of the total outlay of five 

-year Plans • 

Annual growth rate of GDP at 1980~81 price was ave

raged 3.4 per cent in between the First and the Fourth Plans and 
. 6 

5.3 per cent getween Fifth and Seventh Plan. 

During the first twenty years(l95l-71) of Planning . , 
India's national income grew at an average annual rate of 3.6 

per cent, same increased at the rate of 4.5 per cent in t.he follow

ing fifteen years. The annual growth rate in agriculture was 3.6 

per cent during the first two decade$ of Planning and at the rate 

of 4.5.p~ cent in the last two deca9es. Growth rate in industrial 
r ' 

sector was greater than that i~_ agriculture. During the first 

twenty years, it was at the rate of 6.4 per cent per annum while 

during 1971-91 the . . average annual growth in industrial sec-

tor declined to 4.5 per cent. 7 

The growth in production of some of the major agricul

tural items is as follows: 
' ' .. •.: -._: . ~,- -- -- -- - '-

6· Eco!l19m!.~ ·survey ~199l-92, Part..:I I ,Govt .--of: Ir.dia., 
7. Asian Development_"-B~.ri~, .. Asian Development Review,l990,Vol.~'~ NQ4-, 



The Index of food grain production rose to 183.4 in 

1989-90 (with the triennium ending 1969-70=100) from 137.5 in 

1980-81. For oil-seed, the index rose to 186.1 in 1989-90 

from 113.6 in 1980-81: among the oi1-seeds,mastard register

ed a growth to 275.0 from 135 .. 8. For fibres the index rose to 

185.7 from 126.3; within it,cotton registered a growth to 

203.9 from 125.1. Among plantation crops; the index number for 

tea rose to 181 .. 5 from 144.7 whereas for the group as a whole 

these were respectively 216.3 and 154.3. For agricultural commo-

di ties, as a whole, the index \-.as lS7. 0 in 1989-90 as against 

135.3 in 1980-81. 8 

In industrial production,the index number for mining 

and quarying rose to 211.6 in 1989-90 with 1980-81 as the base 

year.For manufacturing,as a whole,it was 190.7 and for 

electricity 219.7. Among manufacturing,electrical machinery 

and appliances registered the highest grovJth with the index 

reaching 459.2 in 1989-90; for chemicals it was 247.6, followed 

by non-matallic mineral products 189 .. 9, leather and fur products 

188 .. 3, paper and paper products 181.5 and wood products at 

176.0. For industrial products,as a whole,the index in 1989-90 

stood at 196.4. 9 

8. Economic Survey l99l-92..Government of India, op.cit.S-13. 
: ~ ·-. - -=-· - " - ~ 

9. Ibid.S-40 



As a result of this pattern of development, as evident 

from Table II~ 2, the share of agriculture in GDP declined to 

32.1 per cent in 1989-90 from 47.4 per cent in 1970-71. For 

Industry, the relative share rose to 28.8 per cent from 21.7 

per cent over the same period. The service sector• s contribu

tion increased to 39.1 per cent in 1989 as against 30.9 per 

cent in l970o 

The Eighth Five Year Plan of India started in April, 

1992, has taken the following as its major objectives: 10 

(I) Generating adequate employment to achieve near 

employment by the tern of the century; 

(II) Containing population growth through an effective 

scheme of incentives and disincentives; 

(III) Complete eradication of illiteracy among the 

people in the age group 15·to 35 years; 

(IV) Provision of_safe drinking water and primary health 

care and complete elemination of scavenging; 

(V) Growth and diversification of agriculture to 

achieve self-sufficiency in food and generate su.rplus for 

exports; and 

(VI) Strengthening the infrastructure(energy,transport, 

communication,irrigation etc.)in order to support growth 

process on a sustainable basis. 

lO.Ibid. p/18. 
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The Eighth Plan aims at an average growth of 5.6 

per cent per annum. A.total investment of ~o7,92,000 crores 

at 1991-92 price has envisaged for the Eighth Plan.The public 

sector investment will be financed to the extent of 70 per 

cent from house-hold savings, 20 per cent from own saving and 

10 per cent from the foreign (iSSistance. 

Maldives: Maldives became politic ally independent 

only on 26 July,l965. The Maldivian economy is among the least 

developed in the ~.,rorld.Most of the country's population live 

in tiny coral islands in scattered atolls.These islands are 

generally outside a money economy,subsisting by fishing and 

collecting cocunuts.A large proportion of the cocunuts is 

generally destroyed by rats and a programme to eradicate the 

rats began in 1981. 

Nale, the capital town, has traditionally maintained 

a higher standard of living. than the national average by 

levying an indirect tax on fish and cocunuts. 'I'he soil is 

generally sandy and the arable land is minimal.Small quanti-

ties ·of cocunuts,millets,sorghum,maize and yams are grown, 

but practically all the staple foods are imported from the 

out side world. 

There is no systematic Plan for economic development 

in l"laldives and precise data do not exist, there being no 

system of national accounting.Even the statistical Year Book 

of ESCAP and ADB are not in a position to quote any Official 

source from which information of Maldives• devel t opmen could 

be obtained. 
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Maldives achieved an average annual economic growth 

of 8.9 per cent between 1976 and 1986, largely due to increased 

revenues from fishing and tourism. Between 1965 and 1985 

Maldives' GDP per capita increased in real term, at .an average 

annual rate of 1. 9 per cent. 11 

'l'he major industries in Maldives are fishing, tciuri-

sm, shipping, reedware, lacquer- work, cocunut processing and 

garment manufacturing. Until1 the eiir1y 1970s, Sri Lanka was 

importing 90 per cent of Maldives' fish. But the situation has 

since changed; the country is selling fresh fish almost entire-

ly to Japanese companies that have been given purchasing 

rights in Maldivian water. The first fish-canning factory 

with Japanese collaboration was opened in 1979. 

This country is fully dependent on other countries for its 

agricultural as well as industrial development. 

Nepal: Economic Planning for a systematic development 

of Nepal started in 1956 with the launching of the First 

Five Year Plan covering· the pe.riod 1956-60. It was a modest 

plan of Rs. 330 million, most part of which( more than 90 per 

cent) came from external sources. Preoaration of ground for 
> ~ ' .... 

economic development was the main objective of this Plan. 

priority was given to the development of infrastructures. like 

transport and communications, village development and for 

the development of agriculture and forestry. 

t1, . M ctno-ra.:11'lil ::1 ~a_r fb ewk - 1_9 93, , M o.:no tam. a. Co'l'TLpcvny L+cl." 
KoitCi.;~n-rm..- i) K~;rata..~ 9~ia.-J Pjr94 .. 
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The Second Plan was launched after a gap of one year 

and it covered a three-year period(l962-65). The objectives 

of this Plan were :-

(I) Imp.:rnvement of standard of living of the people; 

(II) Greation of employment opportunities;· 

(III) Provision of _social services ; and 

(IV) Justice in distribution of income. 

The Plan also gave a high priority tr;:> the development 

of infrastructure, pov1er, industry and tourism. The crucial 

sector, agriculture, got only 14.6 of the .total allocation of 

~.600 million while transport and communication consumed 38.7 

per cent. 

Third Five Year Plan(l965-70) was broader in scope 
. 

than the earlier Plans and a significrent progress was made in 

some of the fields,such as transport service,communications, 

use of chemical fertilizer and primary and Secondary $chool 

enrolment. ·rhe plan had a bigger outlay of ~. 2, 500 million, 

of which 1,250 million came from foreign assistance. 12 

A National Planning Commission was,however, established in 

May, 1968 to advice on development priori ties and to review 

the development programmes. 

12.Third Plan (1965-70) ,Ministry of Economic Planning,HNG,Nepal. 
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In the following years also Nepal C"ontinued its 

development efforts· through economic Planning. The Seventh 

Five Year Plan \vas completed in March, 1990. In all these 

Plans,the public sector accounted for the lion share of the 

total outlay. For instance,during the Fifth Plan(l975-80),out 

of the total outlay of Rs.9,:l97 million,Rs.6,170 million(67.1 

per cent) were alloted for the Public Sector while for private 

sector it 1..vas Rs.2,096 million(22.8 per ·cent) and for :Panchayat 

sector only Rs. 9 31 million--- that is 10.1 per cent. For Public 

Sector, 45 per cent of the total outlay·\·vas obtained through 

f . . t 13 o rel.gn assl.S ance. 

Currently, the Eighth Plan(l992-97) is in force. The 

objectives of this Plan are---- (a) to create more employment 

facilities, to develop the industrial and agricultural 

sectors; (:b) to utilize the country• s forest resources; (c) 

to promote facilities for tourism; and( d) to strengthen the 

tructure. The total outlay of the -~-.'·Eighth Plan is Rs.l,70, 332 

million at 1991-92 price, of which 56.3 per cent will come from 

national saving and 43.7 per cent from foreign aid. 14 

There was only a marginal increase in per capita income 

during 1964-89 due to low rate of growth in GDP in comparison 

with the higher rate of growth of population. The average 

annual grath in real GDP. during 1964-89 was 3., 4 per cent 

\vhereas the groi.vth in per capita income \vas only o.8 per cent 

in the same period. 

13. Fifth Plan ( 197 5-80) in brief,N ational Planning Commission, 
H~G,Nepal. 

14.E.Lght11. Plan(l992-97) .op.cit.July,l992,p/29 
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As a result of the low increase in per capita income,Nepal 

stands low even among the least development countries of the 

world. 15 

Average annual grm.vth rate of GDP was 1.9 per cent 

durin9 1965-80 and 4. 7 per cent over the period 1980-88. 'rhe 

growth in agriculture 1vas notable at the end of 1980s. 'l'he 

average annual grmvth rate in agriculture 1.·vhich was ontl..y 1.1 

percent during 1965-80, v.rent upto 4~ 4 per cent in 1980-8816 

Over the first three years of the Seventh Pan(l986-90), 

agricultural production grew by 4. 7 per cent per annum and non-

agricultural output by 4. 3 per cent. Growth of GDP as a whole 

for these years averaged 4. 5 per cent, which •v-as more or less 

in line with the Plan target. 17 

In the industrial sector,Nepal has experienced some 

no·teworthy developments in 1986 and in 1987 while industrial 

production increased by 17 and 27 per cent respectively. In 

1988 industrial production rose by about 10 per cent .. i•1uch 

of this expansion reflects an increase in the production of 

textile, beverages and · :ugar. 18 It may mentioned here 

that Nepal gave much more priority. to· industrial development 

in the Sixth and Seventh Plans that is during l98os. 

Some of the i terns of agricultural and industrial produ-

ctions grew considerably. 'rh.e index of food crops (including 

paddy, maize, \~rheat, barley and millet) ·was 151 in 1989-90 with 

15. Eiahth Plan(l992-97) Summary, op.cit.l992,p/1 

16. V~orld Bank, 'dorld ;Jevelopment Reoort,NeT..v York: Oxfort 
university 1?ress,l988 &·-9o. · 

17. ADB,Asian Development Qutlook-l989,p/123 
18. Asian Develonmc=>nt nnt-_lr.r.k ihin ,,;,..,11 
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197 4-75 as the base year. ~vi th 198'6-87 as the base year, in 

the manufacturing industries,production index were; for 

:Jetergent power at 860, footwear and shoes at 834, plastic 

products at 423,bear at 280, vegetable ghee at 240, paper and 

paper products at 233, rubber products at 221, liquor at 205 

and sugar at 181 in 1990.-91. D,eclining rate of growth in the 

same .period with the same index were in the case of plywood 

at 11, co·tton cloth at 30,bidi at 32, agricultural tools at 

31, steel utensils at 63 and jute goods at 61. 19 

Despite several ini tiatives,Nepal experienced least 

amount of divercification -in economic activities.Even as 

late as 1989 agriculture accounted for 60.2 per cent of its 

GDP and this represented a rise o~er the level existing in 

1980 being at 58.8 per cent as 'evident in ·rable II.2. ·rhe 

contribution of industrial sector in Nepal's GDP rose to 17 per 

cent in 19S9 as compared to 11. 3 per cent in 1970. The share 

of service sector in the country's GDP .\..ras 21.2 per cent in 

1970 and went up to 27 per cent at· the end of 1980s. 

In order to taking the challanges of economic stagna-

tion and to give definite direction to the socio-economic 

improvement of the people,the Eighth Five Year Plan (1992-97) 

-
is now under implementation. ·rhe major objectives that the 

Eighth Plan seeks to achieve are : 

19. Economic Survey- l99l-92,Ministry of Finance,HMG of Nepal, 
·rable-3. 2. 
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( 1) Sus ta:inable Economic Growtl1; 

(2) Alleviation of Poverty; and 

(3) Reduction of Regional Imbalances. 

\'lith the limited financial,human and institut-

ional resources of t~e country, it will not be possible to 

provide adequate resources to all activities at the same time. 

Hence, the programmes which receive special priority in the 

Eighth Plan are : 

(a) Agricultural intensification and diversification; 

(b) Energy development; 

(c) Development of rural infrastructure; 

(d) Employment generation and human resource development; 

(e) Reduction of population grmvth; 

(f) Industry and tourism development; 

(g) .Export promotion and diversification; 

(h) Macro-economic s ·tabili ty; 

(i) Ad.minis·trative refonn; and 

(.j) Moni ·to ring and evaluation. 

It is estimated that a 5.1 per cent average annual 

growth can be achieved during the ~ighth Plan period. 'I'he 

growth rate for agriculture and industry targated for 3. 7 per 

20 cent and 10.8 per cent respectively. 

20-~ighth Plan(l992-97) Summary.op.cit.,p/25 



Although these growth rates seen ambitious in the light of 

the past experiences,it is expected that achievement of growth 

rates would be possible in new political and economic environ

ment. 

Pakistan: For the implementation of the Economic Reform 

Programmes in Pakistan a number of measures have been taken 

through various development Plans.rrhese Plans are : First Five 

year Plan(l955-60) ,Second Five Year Plan (1960-65), 'Ehird Five 

Year Plan-(1965-70), Fourth Five Year Plan (1970-75), Fifth 

Five Year Plan( 1978-83), Sixth Five Year Plan(l984-88) and 

the Seventh Five Year Plan covering the period 1988-93. 

A serious of economic reforms were introduced in 

Pakistan betv;een 19970 and 1977 •. These are---- 1 and reform, life 

insurance refonn and foregin exchange and other reforms.In 1972 

and 1973 various types of industries,insurance business and 

vegetable ghee industry 1:1ere nationalised \vi th a view to have 

more government control over the business and industrial sectors. 

The 2irst and the Second Five Year Plans had a reasonable 

success in the achievement of their targats of infrastructure 

development, self-sufficiency in food grain,generating employ-

ment and promotion of industrial sector.But the ·rhird Five 

Year Plan was affected by the war with India in 1965 and the 

Fourth Five Year Plan was severely affected and practically 

scrapped after the break-way of the formar East Pakistan. 

in- i97f emerging a ne~.v state of Bangladesh. Th_e Fifth Five 

Year P1an(l978-83) started after a gap of three years with a 

hope of an annual GDP growth 7. 2 per cent, ( as against 3.1 per 

cent over the previous Plan), 
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agriculture advancing by 6 ·per cent and growth in industrial 

output by 10 per cent. Per capita income is scheduled to. 

rise by 4. 2 per cent. The major objectives o·f the Fifth Plan 

were-----· to doubling the fertilizer consumption, greater use 

of pesticides and improved. seeds and irrigation, self-suffici-

ency in wheat production and increase in the production of 

cotton, rice, cotton yarn and cloth, fertilizers, steel and cemento 

The total public sector outlay of this plan was ·P.s.l,48,170 

million and private sector Rs.62,000 million. 

Since the Fifth Plan,Pakistan has ·been turning to the 

Islamic Republic with an intention to get maximum economic 

assistance from the Islamic world.She got substan·tial economic 

. aid f~om the Islamic coun.tries during the decales of 1970s· 

and 1980s and achieved considerable amount of progress in 
' . 

agricul ture,manufacturing ·sector, investment and capital for:matiE..n 

energy and technology. A large number of Pa'<istani nationals 

are now working in various Hiddle-East countries and they are 

sending their earning to· Pakistan \'lhich are being used for the 

economic development. The total outlay of the Fifth Plan \vas 

Rs. 2,10,170 million of which Rs.l,48,170 million(70.5 per cen~ 

was the contribution of Public Sector and the. remaining pert 
. 21 

was for the private sector. 

The :Islamic :R.epublic of Pakistan initiated a number of 

t-argets during the Sixth Five Year Plan for the development of 

its agricultural as w1ell as industrial sectors.Increase in 

agricultural products (wheat cotton rice and sugarcane) and 

2l~Economic Survey-1979-SO.,Hinistry of Finance, Government of 
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manufacturing output got top priority in this plan to 

create a surplus with a view to promote exports. _The country 

achieved satisfactory growth rate of 6. 6 per. cent per annum 

during the sixth Plan. 22 

Achievements during the Plan periods showed a satisfa

ctory growth by and large. 'rhe average annual grm.vth rate in 

GDP \vhich was 5.1 per cent during _1965-80, increased to 6.5 

per cent in 1980-88. Agricultural production grew at the rate 

of 3. 3 per cent per annum till the Fifth Plan and the same rose 

to 4. 3 per cent at the end of 1980s. Industrial sector showed 

bet-ter performance compared to the othe:rs. It registered 6. 4 

per cent average annual gro\..rth rate over the period 1965-80 

and increased further upto 7. 2 per cent during the period of 

1980s~ 3 

The growth rate in agricultural sector has averaged 

about 4 per cent since the late 1970s. In 1987, · heavy rai'n at thE 

of wheat harvest(main crop) severely damaged the wheat crop 

resul t:i_ng in a drop in the growth rate to 2. 2 per Cent. HOvJ'eVer, 

as in the .last fm..r years of 1980s, a substantial increase in 

the cotton production supported growth in the agricultural 

sector.In 1988, cotton production gre\v by 15 per cent. This not 

only stimulated agricultural growth in that year to a respect

able 4. 4 per cent, but provided a boost to the cotton taxtile 

, • <I I 

2 2. Economic Survey 19.89-90 ... OP· C.l-'t 

23. World Bank, World Development Report- 1988 and 1990. op. cit. 



industry and to exports as well. In the industrial sector, 

the growth was specially strong ih cotton yarn, cot·ton cloth and 

sugar in 1988. In o.rder to meet the strong international demand 

the production of cotton yarn increased by 60 per cent in the 

24 last three years of 1980s. 

Agriculture contributed to the extent of nearly 26 per 

cent to the GDP of Pakistan in 1989 as observed from 'fable II. 2. 

The service sector accounted for as much as 48.6 per cent of GDP 

in the same year. Industry, the crucial sector,contributed 25.1 

per cent in 1989. 'l'he diversification was mainly towards the 

service sector---- in 1970 it contributed only 38.1 per cent 

of the GDP and in 1989 48.6 per cent of the same. 

The Seventh Five Year Plan is nmv under implementation in 

Pakistan. 'fhe major objectives of this Plan are : 

(1) Growth and diversification of agricultural sector; 

(2) Eradication of poverty; 

(3) Development of science and technology; 

(4) More reason~ble distribution of resources; 

(5) Export promotion and import substitution; and c;. 

(6) 7.5 per cent increase in GDP per annum. 

Sri· Lanka : At the time of independence in 1948, Sri Lanka 

had a relatively ;,.,ell-managed and rich economic structure. Concer

ted efforts .to develop the economy furtl1er, therefore, carne only 

after the introduction of the Ten Year Development Plan(l959-68) 

in 1959. I'he Second 'I'en Year Development PlanC1969-78) was .the 

24. Asian Development Outlook-1989, op.cit.p/128-29 
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the continuous process of development plans.The country took, 

however, various development programmes considering the need of 

the hours.Sri Lanka initiated a Six-Year Plan in 1948 immediately 

after the independence \.Vi th a - priority to prepare ground 

for the economic development and a Six-Year Special Programme 

of Investment(l954-60) to give utmost attention to the industri

al and agricultural development. ·rhe country initiated Five Year 

Development Plans during 1980s. 

The I'en Year Development Plans were formulated \vi th the 

following objectives : 

(a) ·ro promote agricultural and plantation production; 

(b) ·ro 'establish export-oriented industries \.Vith the help 

of local raw materials; 

(c) Employment generation; and 

(d) To increase GD.P in a higher rate. 

'rhe First Ten Year Development Plan had a total outlay 

of ~13600 million in which agriculture received 23 per cent, 

industry 20 per cent, transport and cormnunications 14 per cen·t and 

social investment 26 per cent. During the.Second Ten Year Develop

ment Plan the total investment outlay had been nearly Rs.20,820 

millions shared by the public and the private sectors equally. 

Achievements through the various development programmes 

initiated by Sri Lanka were not at all satisfactory. 'I'he average 

annual gr01vth in. GDP which was 4. 0 per cent during 1965-80, 



improved very marginally to 4. 3 per cent over the period of 

1980s. A severe drought in 1987 and ·ramil movement in the 

~afna region badly affected the total development programmes. 

There was no growth in agricultural sector during 1980s. 'l'he 

average annual growth of this sector was 2. 7 per cent over the 

period 1965-80 and remained in the same level in 1980-89 .. 

Industrial production· as a whole declined to 4. 4 per cent during 

1980s as compared to 4.7 per cent during 1965-80. Service 

sector only showed improvement to 5. 3 per cent during 1980-89 

. 25 
against 4.6 per cent over. the period 1965-80. 

Despite difficulties,production of some of the items 

grew considerably. For instance, rice production increased by 

11 per cent, tea by 8 per cent and rubber by 10 per cent at 

26 
the end of l980s. 

AS a result of this pattern of developments, the best 

performance is sertoral diversification was in the case of Sri 

Lanka. Its relative share of agriculture to GDl? came down to 

29.9 per cent from 36.6 per cent between 1970 and 1989, whereas 

for industries, the relative contribution rose to 29.8 per cent 

from 17.9 per cent as evident from the Table II. 2. The service 

sector registered a marginal increase---- its contribution to 

GDP rose to 49.3 per cent from 46.5 per cent over the same perio 

2 5. World Develo·Qffien t Reports- 1988 and 1990 ~ op. cit. 

26. Asian Develo2ment Outlook, op.cit.p/135 
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The growth of GDP is projected at 4. 5 per cent per annun 

The agricultural sector is expected to show above-nonnal. growtr 

of over 4 per cent because of the ·large expansion" in irrigated 

areas following the completion of same downstream projects 

under Mahawali Development Scheme. Industry and service secton: 

a~e projected to growby·about 7 ~nd 3 per cent respectively, 

aided by the rehabfli tatio11 and reconstruction works being 

taken· by the government i.,ith the assistance from international 

.. . 27 
communl. ty. 

At present; Sri Lanka faces a very difficult economic 

situation. The macro-economic- constraints· to the economic 

growth are~--- huge unemployment, excessive interest payment on 

government debts, a: large current account deffici t and low. 

domestic saving., ·Moreover, the productivity of the massive 

.:take:xas.:k i nv es tmen t programme un de rt~ en in the pas t has 

:fallen far belm"' the expectations. 

Despite these constraints, Sri LanJ<:a has· a number of 

advan_tages. The country stj,'ll ranks high among. the South Asian 

dountries in :.tenns of most socio:..economic indicators of develo-

pment. It had beeh instituting courageous demestic· policy 

reforms over the Last decade towards ·a competitive, open and 

market-based economy with a view to rapid development of its 

economy and. the s arne refonn policy will continue over the 

period of 1990s also. 

27.Asian Development outlook-1989 op.cit~p/137. 
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( Per Cent ) 

--r-~:1~=~~~~-~~~=---~~~~~ -~ 1970 l 1980 ~ 1989 ---~---]~~- ~~1-~~J- ---- 1---~--~-x------~-----
--------~-------------~ _J27fL~J2~2- _J2~2-- _J.27£L~Q _J-:ta2 ____ .J.27L_ ~-19~g __ _J ___ J-2_82_, __ _ 

Bangladesh 55•3 ° 49c4 37.1 15.,9 .14•8 17.,1 9.0 . 10,.7 9c8 28.8 35·8 45·8 

--~---------~-----------------------------~--------------~--~~~-------~---~~~~~~-··--~~--------~~------·-- Q ~~ 

Bhutan 56.7 45.8 l2e2 27Ql -0 6.0 27.1 

__________________ .... _________________ ---r-_.,.___.. __ .., _ __, ____ .. __ __...,..~-.,.--~---------........ ~~~-----... -----------_.__..._..._. ____ _........ __ _, ____ ~--

India 0 47e4 38.1 32,.1 2le7 25e9 28.8 ]4.,2 17e7 20e5 J0.9 36c0 39 .. 1 

------ ________________ __._-- -=------- - -------------·-- --~-------------..-----------------------------_.,__ ___________________________ ,.. ______ ....... ~ ... ..,.-= 

Maldives 34e4 25a5 1$.5 15 .. 8 3•4 5e7 50al 58.7 

____________ _.. ______ ., __________________________ .., ______________ _.. ______________________________________________ .,... _______ .~-------------- .... ----
' 

. Nepal 67o5 58.8 60.2 11.3 17 9.0 21.2 27 

-..----------------.--------------- ______________ .,.. ___ .,..... ____________________ _,_ _________ _, ____ -=-----_._,_.____ -~_,----

Pakistan . 39 .. 0 30.6 26e3 22e9 25eC 25G>l 16 .. 1 17.0 17o4 38 .. 1 43.,8 48e6 

__________________ .,..._. _____ ~--~__,_.~~-----.,------------------..,-------------------------·---.... -------·------------.... -----~-~--~~ 

Sri Lanka 36.c 26.5 20.9 17e9 27.4 29.8 9.,9 20.0 20.3 46·5 46.,1 49c3 

---------------------------------------------------~-------------------------------------~------------~-----~~-------~ 

S!?11r~ : Key Indicators, ADB, July, i991. 
\o.Torld Bank, World Development Report - 1990. 
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II.4. Natural R~%2urces of South Asian Countries: 

Availability of -,_~atural resources in ·a country is 

an important factor in determining its current positicm and the 

potentials for future development. South Asian countries are, 

in general, not having enough resources for their deve~·opment. 

Below we give a brief account of the extent of natural resources 

available in different countries in the region. 

Natural resources include a variety of resources. 

Table II.3 presents the position with regard to some of the 

important items that are normaly required by every country. The 

region has 20 per cent of t~e world population but has only 3.31 

per cent of the land area. Land surface provides the primary 

base on which a country· develops its agriculture, and to the 

extent that the region has scarcity, this is a definite impedi

ment in the way of development. Land availability, both in terms 

of quantity and quality, however, varies from country to country. 

Nepal and Bhutan are relatively better endowed in terms of per 

capita availability but the quality and location of the land· 

are disadvantageous. 

South Asian countries are much better equipped 

with regard to water· and power resources. Data on these resources 

are incomplete. However, the water resources of Bangladesh, . 

Nepal, India and· Pakistan, as reflected by their annual average 

river flows, add upto 2,822 million acre feet, only-· a part of 

which is presently utilised. The hyde! power potent'-als of Ne~l 

and Pakistan exceed 100 million kilowatts, a small portion of 
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~rB.-;;;;-..;;e;----lBanglad.eM Phutan -Wi±~~i±;~[Pakiotan Sri1~~~rld 1South Asia as 
:--=::-::__:c:::-=3=-..z:...-:- --;-- r--r: --::- 6 -=---- ----= ~~--=:19--~~lL_-
1. Area(ooo Sq.K.M.) 144 47 3,288 0.3 141 804 66 4,490 1,35,830 3.31 

2. Average Annual River 1,100 - 178 - 1,378 166 
Water Flow (Million Acre 
feet) 

3 . Hydel Potential Million K\1) - - - - 83 21 

4• Coal; Known recover~ble 
resources(Million MF) 

5. Brown Coal ani Lisnlte 
knololn Recoverable Rerou
ces (MMT) 

6. Crude Petroleum leserve 
(MMT) 

7. Natural Gas Reserve(lm) 
('lhousand Million Cubic 
metre) 

8. Uranium (1978) ( MT ) 

9. Iron Ore Production(l977) 
(000 MT) 

10. .Antinx>ny Ore Production 
1m (MT) 

n. Bauxite PJrOduction(tl.m) 
(000 MT) 

12. Chromium Ore Production 
1977 (000 MT) 

13. Copper Ore Production 
1977 ( 1000 MT) 

14. Gold Production (Kg)lm 

15. Is ad Ore ( 000 MT) 1977 

16. Ma~esite Production 1m 
(000 MT) 

17. Manganese Ore Production 
1977 ( 000 MT) 

152 

18. Silver Production(OOO MT) - ~ 

19. TUngsten Production 1977(MT) -

20. Zinc Ore Production 1977 
(000 MT) 

21 . Salt Production 1977(000 MT) -

22. Ihosphate ~ck Production 
( 000 M'r) 1977 

23 . Asbestos Production 1m 
(000 MT) t 

24· Diamonds Productio 1m -
(Oqo MT) J 

25 • Forestry ~'UDd Woo Produc- il 
tion 1977 (MCM ) 

2f. Natural Rubber Projiliction 
1977 ( 000 MT) 

27. Fish Catches Produbtion 835 
1977 ( 000 MT) 

1 

10,683 

897 

281 

96 

29,800 

26,520 

1,512 

170 

33 

1,994 

14 

403 

665 

13 

22 

31 

5,329 

734 

20 

18 

129 

152 

2,540 

9 

27 2 

17 

15 

38 

415 

93 

4 

1 

o.o 

474 
6 

8 

249 

5 

146 

139 

10,852 4,30,101 

912 1,60,574 

Jl9 74,587 

511 63,108 

29,800 1,t5,000 

26,520 4,42,800 

93 69,500 

1,512 79,600 

174 4,200 

33 s,ooo 

1,994 9,88,000 

14 3,270 

404 

H ·5 

13 

22 

10,380 

9,510 

10,240 

50,600 

31 ;,750 

5,803 1,72,500 

740 1,2;,713 

20 5,320 

18 40,36t 

162 1,415 

298 3,595 

3,792 73,500 

2.5 

0.57 

0-43 

0.81 

1,81 

5-49 

0.13 

1.90 

4-13 

0-42 

0.20 

O.J.4 

o.o4 

0.70 

0.1) 

0.04 

o.53 

3·36 
4·77 

0.38 

0.15 

11.46 

8.28 

5.16 

---- - - -------------------------~-------------------~---------------------------------------------------------------------------

~! = Survey of Econor'lic Resources and prospects of South Asia By M. L· .Qureshi, 
Marga Institute, 61, IsipAtb.ana Mawatha, Colombo - 5, Sri Lanka, (1981). 

~ 
~ 
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which is being utilised. It is n~cessary to generate an effective 

programme for the proper ·utilisation of·water -~n&~P-Qwer poten-
- -- t --

tials.of the regi6~. 

Among. other resources, the region has only one 

per cent of the world's total in respect of brown coal and lignite 

crude petroleum, natural gas, antimony, copper, gold, lead, 

magn~site, manganese, silver, tungsten, zink, asbestos and dia

mond and less than five. per cent in respect ·of coal, uranium, 

buxite, )~t'»omium, ·salt and phosphate rock. The region has 5 per 

cent of .the fish catches, 8 per cent of natural rubber production 

and 11 per cent of round woQd production of the world. 

Among the countries of the region, India has the 

maximum potentiality in respect of natural resources. Out· of 27 

items of natural resources listed in the Table II.3, India shar~d 

massively in all items except two. Pakistan has also some natural 

resources though the amount is not comparable with that of India. 

All other countries are very poorly endowed. A proper exploration 

work, however, in some of these countries is yet to be done. 

At presrnt India belongs to nearly 90 per cent of the total 

resources of South Asia region. 

Reviewing the discussion in the ~oregoing chapt-

er it rev~als that -------= 
(I) India, Pakist.an, Sri Lanka? Bangladesh, Nepal, 

Bhutan and Naldives are the nations of South Asia 

which continue a continuous geographical entry but 

the economies of these countries neglected the geo-

graphical opportunities; 
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(II) India has emerged as a single largest country in South 

Asia region more human and natural resources.than that 
of the others; 

(III} The share of agricultural sector fn GDP was the hishest 
that is 60 .• 2 per. cent, in the case of Nepal in 1989 

; I . : ·,, 
followed by·Bhuta[}. .. 45.8 per .cent, Banglad~sh 37.1 per 
cent, India 32.1 per cent, Pakistan 26.3 per cent and 
Sri Lanka, the lowest, 20.9 per cent·; 

(IV} Contribution of industrial sector to the GOP stood in the 
. . 

highest level of 29•8 per cent for Sri Lanka in 1989. 
India came second with 28~8 per cent followed by Bhutan 
27.1 per·cent, Pakistan 25.1 per cent and Bangladesh 17.1 
per·cent; 

(V} The annual average growth in GOP was re·gistered as 3. 7 

per cent for Bangladesh, 5.3 per cent for India, 4. 7 per 
cent for Nepal, 6.5 per cent for Pakistan and for Sri Lanka 

4.3 per cent. 


