Transformative elements?
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The governance and structural reforms of the last couple of decades have been, among other factors, a consequence of a major change in our thinking about the role of a government in a country. The market-based paradigms restrict government to the role of a ‘rule’ provider and enforcer. The government, under the paradigm, sets up the rules of the game of governance in almost all fields, ensures they are transparent, and are fairly implemented so that more or less all citizens living in the country a) agree with the rules and b) are fairly comfortable with the way they are implemented. There is little scope for government involvement, under this paradigm, with actual production, redistribution or provision.
The paradigm crucially depends on a) the rules having the consent of the people and b) the fair application of the rules. If either condition is violated, to any significant degree, market based decision-making can deliver very poor welfare and allocative/distributive results. Both of the above are problematic areas for Pakistan. The fairness of the rules continues to be violated by the present regime, by military actions in Wana and Balochistan, by arbitrary rule making in the ineffective assemblies across the country, and by questionable judicial judgements, and even by questionable changes in the Constitution itself. At the level of applications of the rules, the distortions are just too big to even narrate: corruption is endemic in institutions that are supposed to root out corruption from the system and institutions that are supposed to deliver justice are themselves quite ineffective. There are different rules for the rich (mostly none) and different ones for the poor. The rich get away with flouting all (from taking over the country through a gun to ministers beating people up wherever and whenever they want), and the poor bear the brunt of all (from being caught with a bottle of wine/beer to seven year olds being jailed for flying kites). Under the conditions, one can be sure that the market system can only deliver poor outcomes, and especially for the poor.
But there is another side of the issue that needs to be discussed in our society. As the role of the government gets redefined and restricted, and the dependence on markets increases, the vulnerable, poor, asset-less and skill-less people are likely to lose ground even more. Furthermore, under the market paradigm even if a government wants to help these groups, it will find it hard to be able to do so since most instruments through which such help could have been delivered to the people would already have been surrendered by the government as part of the structural reform effort. And in essence, what would be left with the government, and this has already happened to a large extent in many countries including Pakistan, is just the ability to use band-aids on gaping wounds. The elements and instruments through which a society can be transformed, whether directly related to the public sector or not, are inevitably weakened and destroyed by structural reforms.
The government has allowed private education to co-exist with the public. What has been the result over the last decade? There has no doubt been a tremendous growth in private sector education in the country, but have literacy, educational achievement and quality variables also responded in the same manner? Has education become more available for the poor? To the contrary, while private education has flourished, public education has stayed at the bottom. Those having enough money prefer to send their children to private institutions. Those who cannot afford private education are condemned to a life of poverty as the possibility of even bright children coming out of public schools and entering good universities and then making it big in the modern world is very small. By allowing people, who can afford to, to shift their children to private schools, we have also removed all pressure from the government to improve public schools. If the President, the PM and other government functionaries were forced to send their children to public schools, do you think these schools would be in a condition they are in? By surrendering to the market, the people and government of Pakistan have condemned large numbers to perpetual poverty: these are the children of no God.
The question is not whether private sector should be allowed to operate in education or not, or in areas that have large externalities and public good elements, or whether the government has the ability to deliver or not. We have examples of countries where governments deliver, and sometimes in partnership with the private sector. The real questions have to do with a) how, as a society, do we shape institutions for all that have the consent of most, and b) how do we ensure that we have instruments that can guarantee the rights of almost all. The rich can enjoy their schools, but at the same, as a society, we have to ensure we have instruments with which we can help those who do not have enough. And the instruments have to be well suited for the job. If 30-40 percent of Pakistan is poor enough to be around tightly drawn poverty lines, educational scholarships for the poor, private-public partnerships and NGO provision can only be band-aids to address the issue of providing quality education to all. The state will never commit enough resources for scholarships to do anything beyond window-dressing. The real instrument to achieve this is quality public provision, but we have given up on that. 
The same is the case with health care. The poor are condemned to using substandard state provided facilities or substandard private facilities that cost a lot more (for them). By allowing private care to expand the society has again chosen a class-based solution and has, maybe through an unintended consequence, confined most of the poor to a fairly hard struggle on the health care side.
On the industry and service provision side as well, by removing a lot of the subsidies, the government and society has hit the poor the hardest. We undid the ration shop system long ago, subsidies from fertilizer, seeds and pesticide have been removed, and now food subsidies are also being phased out. Electricity provision has been made cost based and other utilities are being moved in the same direction. Provision of water and sanitation are also increasingly being costed. All of these have and will continue to adversely impact the budget of the poor.
On the taxation side too, in the name of incentive compatibility we have removed a lot of taxes that could have been used for substantial re-distribution. These include the wealth tax, gift tax, and inheritance tax. We have reduced income tax rates, imposed regressive taxes on all (sales tax) and substantially reduced the progressiveness of the tax system. At the same time we do not want to do land reforms. So where is the money going to come from that we can direct to the poor? The government thinks micro-credit will do it. Apart from the fact that all programmes working in Pakistan, put together, are too small to reach even a fraction of the poor, there are larger issues. There is plenty of evidence from around the world that shows that micro-credit is not the best instrument to reach the poor. It is excellent for small businesses, and for people with some skills and some assets, but it is not the ideal poverty alleviation and social transformation instrument. 
Ideally what is needed are large social protection programmes, significant investments in the provision of quality health care and education, and instruments for redistribution: the taxation system needs restructuring. But under the market paradigm the taxation system cannot be changed in the desired direction. The political economy of the country will not allow any significant initiatives in the areas of health and education that go beyond window-dressing. Social protection initiatives are possible. But two things will limit the possibilities here as well. One the state will not put in enough money into social protection to reach the poor in any meaningful way, and two, even if the state desires to do so, and made the required allocations, we do not have the institutions in place that can deliver help to the poor. It will take a minimum of 5-10 years for us to develop such institutions if we start today. 
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