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REGIONAL ECONOMIC DISPARITY IN PAKISTAN 
AND A FRAMEWORK FOR REGIONAL POLICY 

By 

Dr. Akmal Hussain 

 

 In Pakistan, historically, regional economic disparity has been an important 

political issue.  During the 1960's the economic disparity between East and West Pakistan 

fuelled the movement for provincial autonomy in East Pakistan and subsequently the 

movement for national independence in what became Bangladesh in 1971.  During the 

late 1970's and 1980's the issue of regional disparity between the provinces of what 

remains of Pakistan has acquired an explosive potential.  However, this is an issue that 

has been charged by emotion, and it may be time now to begin a serious analysis to 

enable effective policy formulation for overcoming the problem. 

 

 It is important to note that not only does the overall growth rate of provincial 

income vary between provinces but recent research suggests that there is also 

considerable inter-provincial variation in the level of poverty and changes over time.   

What is interesting is that the pattern of variation in the inter-provincial economic growth 

rates may not be congruent with the pattern of variation in the inter-provincial poverty 

levels.  Therefore, the emotional charge of regional identities mobilized on the basis of 

differing regional economic growth rates could be mitigated by the fact that a province 

like the Punjab for example, with a relatively high provincial growth rate also has a 

relatively high level of poverty measured in terms of the percentage of population below 

specified calorific norms. 
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 In this paper we will briefly present some of the available evidence on regional 

economic disparities with respect to economic growth rates as well as the levels of 

poverty, in an attempt to begin formulating a policy framework within which more 

regionally equitable economic growth can be achieved in an era where rapid moves 

towards economic liberalization are being accompanied by growing assertion of regional 

identities within a state structure that is evolving a democratic polity. 

 

 
I. THE MECHANISM AND NATURE OF REGIONAL ECONOMIC 

DISPARITY IN PAKISTAN 

 

 The early studies on regional disparities focused on economic inequality between 

East-West Pakistan.  The first major study on regional disparity within (West) Pakistan 

was conducted by Hamid and Hussain in which they estimated district-level value added 

in large scale manufacturing and agriculture, and also district level economic and social 

infrastructure, for the period 1959-60 to 1969-70.1  (See Tables 1 to 4).  The study 

showed that not only inter-provincial inequality increased over time, but also the degree 

of inequality within provinces accentuated.  What was interesting was that the regional 

disparity was positively correlated with the level of growth, i.e., the rank ordering of 

intra-provincial inequality was congruent with the rank ordering of provincial growth 

rates.  The study indicated that when growth occurs within the framework of the market 

mechanism there is a cumulative tendency for the relatively developed regions to grow 

faster than the relatively less developed regions.  The developed regions enjoy internal 

and external economies, and lower costs of production relative to other regions which 

make the initiating region cumulatively more advantageous for further investment.  The 
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specific factors underlying cumulative divergence in the attractiveness of regions for 

further investment and hence increased disparity in regional growth rates are: 

Concentration of communications, banking facilities, public utilities, technical know-

how, trained manpower, and maintenance facilities.  Conversely, as growth is 

concentrated in the developed region, it pulls capital and skilled labour from the 

backward region, thereby adversely affecting the age composition, skill and capital 

endowment of the backward areas. 

 

II. LEVELS OF ECONOMIC DEVELOPMENT BY REGION 

 

 The following table 5 shows the comparative rankings of districts on the basis of 

each of the four major studies on regional development in Pakistan.  It is seen that all four 

studies report similar results with respect to infrastructure endowment of districts.  Both 

the top ranking and the bottom ranking districts are consistent for all four studies, except 

for variations that are explicable on the basis of development diffusion.  (For example, 

Sheikhupura has substantially improved its development ranking over time as the result 

of substantial increase in infrastructure facilities). 

 

 Ayub Qutub2 studied the relationship between production per capita and 

infrastructure intensity.  A logistic curve relationship emerges between infrastructure 

(independent variable) and productivity per capita (dependent variable).  According to 

Qutub, for very backward districts initially marginal improvements in infrastructure do 

not induce a significant increase in production per capita.  Once the basic infrastructure 

has been created (at a level of half the national average) a sharp increase in production 

per capita takes place.  However, beyond a maximum limit (1.7 times the national 
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average), the kinds of infrastructure traditionally provided in Pakistan do not seem to 

substantially stimulate industrial or agricultural production. 

 

III. CHANGE IN SPATIAL CONCENTRATION OF INDUSTRY 

 

 The following table 6 presents an interesting differentiation of economic regions 

on the basis of industrial growth over time. 

 

 The evidence shows that in 1959-60, as much as 39 percent of the value added in 

industry is accounted for by Karachi.  This is followed by Lahore and Faisalabad.  These 

three districts together accounted for 60 percent of the value added in industry.  The rest 

of the industry was fairly evenly distributed across the local core and the inner periphery.  

Over time the local cores, inner periphery and outer periphery all gained at the expense of 

the national core, although at the end of the period, Karachi still accounted for 35 percent 

of value added in industry, and the Central Punjab districts constituted 19 percent. 

 

 In Central Punjab the most rapidly industrializing district is Sheikhupura, in 

northern Punjab it is Jhelum, and in Sind the most dynamic district in terms of industrial 

growth is Dadu. 

 

 
IV. INCIDENCE AND INTENSITY OF POVERTY: THE REGIONAL 

DIMENSION 

 

 In a recent paper, Aly Ercelawn (1991)3 has estimated both the incidence and the 

intensity of poverty in each of the provinces of Pakistan for rural and urban households 
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respectively.  This has been done by first specifying the minimum expenditure required 

for a daily intake of 2550 calories per adult equivalent, using existing dietary patterns.  

The calorie-expenditure function on the basis of which the expenditure norm was derived 

allowed for both provincial and locational differences.  The incidence of poverty 

indicated the percentage of households below the poverty line.  Poverty line is defined as 

the expenditure below that required for a calorific intake of 2550 calories daily per adult 

equivalent.  The intensity of poverty estimates were based on the widely recognized 

proposition that an intake of between 70 to 80 percent of the calorific norm over a 

sustained period constitutes very high risk of starvation and undernourishment. 

 

 The results of Ercelawn's study suggest that in Pakistan, the incidence of poverty 

is highest in the Punjab and lowest in the NWFP.  The percentage of households below 

the poverty line in rural areas are approximately 31 percent in Punjab, 27 percent in 

Baluchistan, 18 percent in Sind and 15 percent in NWFP.  In urban areas while Punjab 

has the highest incidence of poverty, Sind has the lowest.4 

 

 Thus the percentage of urban households below the poverty line are 

approximately 25 percent in Punjab, 23 percent in Baluchistan, 14 percent in NWFP and 

10 percent in Sind.5 

 

 If we define the intensity of poverty as the percentage of households unable to 

acquire more than 75 percent of the calorific norm, then Ercelawn's estimates show that 

for the rural areas the intensity of poverty is highest in Baluchistan and lowest in Sind.  

The percentage of households unable to reach 75 percent of the calorific norm in rural 

Pakistan are 19 percent in Baluchistan, 10 percent in Punjab, 12 percent in NWFP and 6 
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percent in Sind.  For urban areas the figures are 13 percent in Punjab, 9 percent in 

Baluchistan, 7 percent in NWFP and 4 percent in Sind.6 

 
V. TOWARDS AN ALTERNATIVE PLANNING PERSPECTIVE FOR 

REGIONAL GROWTH 

 

 The achievement of regionally equitable growth means changing the conception  

of Pakistan's economic planning within the framework of the market mechanism.  At the   

moment economic planning essentially involves allocating government resources 

amongst various "sectors" of the economy such as agriculture, industry, energy irrigation, 

etc.  The current planning exercise involves achieving consistency between sectoral 

growth targets and external and internal financial resources.  Space is assumed out of the 

planning exercise except for sops like Special Development Programmes, which consider 

investment in backward areas as marginal to the overall plan.  Regionally equitable 

development requires placing the regional dimension into the heart of the planning 

exercise.  Each investment package must be evaluated in terms of its impact on regional 

growth, before designing fiscal/monetary policy incentives and institutional support.  

 

 Pakistan's experience has shown that the development of backward regions cannot 

be stimulated simply by giving tax incentives to entrepreneurs for investment in 

backward areas.  The attractiveness of infrastructure and markets in the developed 

regions far outweights the attractiveness of tax incentives for the entrepreneur.  In rare 

cases where the entrepreneur does invest in the area designated "backward", (e.g., Hub 

Chowki) he indulges in "border hopping", i.e., he locates the unit just across the boarder 

between the developed and backward regions.  The industrial unit draws its inputs and 

sells its outputs in the developed region, and therefore generates secondary multiplier 
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effects in the developed rather than the backward region.  If investment is to go deep into 

the backward regions to generate self sustained growth, the development of infrastructure 

in these regions is essential.  The question then arises, where in the vast "backward" 

region to set up the infrastructure and how much?  A regional planning exercise would 

involve mapping the economic and social infrastructure, geographic location of markets 

by size and source of raw materials.  On the basis of such a "map", potential growth 

NODES could be specified in the backward region.  These would be locations which on 

the basis of some existing infrastructure, closeness to a local market, or raw material 

deposit, qualify for supplementary infrastuctural investment by the government.  The first 

step towards specifying such growth nodes has already been taken with our study on 

Industrialization potential of Selected Districts.7 This study has proposed growth nodes 

in the following districts: Khairpur, Nawabshah and Sanghar in Sind; D. G. Khan, 

Muzaffargarh and Bhakkar in the Punjab.  A similar exercise could be conducted for all 

the backward regions of the country.  The nodes could be specified in such a way that as 

growth begins to occur, they begin to interact in terms of factor markets, thereby 

generating self-sustained growth diffusion in the backward areas. 
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CONCLUSION 

 

 Just as in the designing of fiscal/monetary policy incentives the regional 

dimension needs to be taken into account in the same way in the design of poverty 

alleviation measures by the government and NGOs differences in the level of poverty and 

the dynamics of poverty creation as between provinces should perhaps be an essential 

consideration. 
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