
ECONOMIC CHALLANGES TO PAKISTAN

Pakistan's economic crisis cannot be resolved overnight. investment due to Pakistan's security and political challenges
has also severely hit.

Pakistan is among those countries which has a young labor force which can be bound for its own and global
economy. Selected but targeted government support for exporters could make a significant difference here. In ,
worker allowances were less than a billion dollars; today we have almost billion dollars. Yet, as many
countries â€” including the United Kingdom in the distant past and, more recently, China and Brazil â€” have
shown, it is possible to spread the gains of economic development through social welfare measures that reduce
poverty and inequality. It has kept energy prices in check and thus given industrial consumers a break as well.
It is not just technical competence that needs to be revitalised: we need to rebuild the confidence of our
economic and financial policymakers so that they can think independently and speak their minds without fear
or favour. Oil prices are expected to stay at relatively low levels for the next few years so this opportunity will
continue for a while. It has also given the urban consumer a break since petrol is an important item in his
budget. This is why, despite the soaring stock market, very few IPOs are being launched. More importantly
from the perspective of business, kidnapping and robberies have declined as well. There is little growth or
productivity benefit to be derived from churning out low quality graduates, whether from school or from
colleges and universities. They signify that, despite the occasional bursts of GDP growth in the economy,
private investors are not convinced that the underlying fundamentals are strong enough to justify making long
term investments. For a start, any process of structural change must be anchored to a strong foundation of
macroeconomic stability and overall peace and security in which all people and sectors of the economy can
realise their potential. Pakistan's human capital story, however, has been disappointing in several respects. It
has created much of the fiscal space needed by government to meet the fiscal consolidation targets set by the
IMF after without having to do what previous governments have failed to do, namely, raise domestic revenues
by expanding the tax base. Such investment rates have supported India's impressive growth performance in
recent decades just as they did for East Asian countries in earlier decades. In this regard, the recent shuffle in
the cabinet made by the Prime Minister has initiated the domestic debate and the opposition parties have
started increasing pressure on the government. The real challenge for the government will lie in deciding
which projects to continue and which to drop or modify at an early stage. This will require resources and time
to put a working system in place. It will help to create jobs by reducing unemployment and generate income
for the millions. The incoming PTI government rightly recognises this but, again, this transformation must not
rely on the crutches of unaffordable subsidies. Despite the improved short term situation several longer term
challenges remain. Pakistan's credit ratings have improved allowing it to access international capital markets
on better terms. Outages and load shedding have been reduced. We have so far been fortunate in this respect.
There was 5. Such a large injection of investment should result in employment and growth gains. Information
technology and tourism could be part of this initiative. The emphasis on industry and agriculture must be
actively supplemented with a policy framework to encourage the growth of new and dynamic sectors driven
by technology and innovative interventions. The same lack of confidence in fundamentals underlies the low
level of direct foreign investment as well. In doing this, we must not move backward to the now discarded
import substitution strategy of industrial growth but, instead, develop an export-oriented, competitive
domestic industry. Inflation has declined, international reserves have risen, and the fiscal deficit has come
down. Local government should report to the provincial government about its activities and provincial
government should report to federal government. Let me start by discussing some opportunities. The
tax-to-GDP ratio will also need to be increased from around 11 per cent to 16 per cent over the next five years.
Framing a new trade policy and building on the lessons of the disastrous trade and exchange rate regime of the
recent years must, therefore, be given priority. It is better to start early than merely delay the inevitable.


