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, .' . cantl lower than those of other C?UDtries . patentlr~just NFCAwardan~ the ~h shouldbe quicklyphased~t andreplaced
i
. T he structural features of Pakis~ ~ simil~IYplaced econonricaIly.This ISlatge- . t and ndlculous budget deficit ceillllgs by GST. GST should be WIthdrawnon sub-
4 economy - the. st;uct'fes k ~ lybecauseofpoorbudgetaryallocationsfor imposedby the IMF.The provincesare sistencelevelconsumptionof utilitieslike

influencethe funcuonmg0 ~~eof social services, with defence expenditure seeminglybearingalmost the entire cost of electricity;gasand water. .
~ and the access to ~es, ther ~le of exceedingsocialsectorspendingandendem- structuraladjustment. Theprivatesector'scostof doingbusi-
~ owne~~ ofprodu~uve ~ a~cess to ic issuesofgovernanceaffectingthequality' Theeconomyis likea machineandnot nessshouldbe reducedthroughpolicyand
! stale msut~uons t aida e<:ces and poli- of serviceprovision. a house. And this.is not a machine that can rule application consistency, predictability
: ~ r::~c 1~ a~:ent lending by The low quality of education and skill be switchedon and off wheneverwe like. If and transparency,furtherderegulationto ere-

CICSej'l ~ m ec~eshave impeded the nrismatch has loweredthe return on human sluggish demand (domestic or external) or ate a more comprehensiveenvironment and

~

them,!J a}ethe~wth processto reduce capitaltherebyreducingthe roleof educa- rapidreductionof impgrttariffsresultsin a revampingoftheregulatoryenvironment.
p?ti~ve~ of verty. tionin'povertyredu~on.About2~percent closure.ofsome.~terprises,andforlossof. A.policypac~e thatstimulatesinvest-

, high Th ineq.i'nable distribution of assets children of school-golllg age remam out of production capaCIties and markets and low- ment III urban housmg and related construc-
(eSpeci~IYlandin rural areas where close to the schoolsystem,44per~ntofthe po

..

P?1a- ers ~e trajectoryof growth.it is not pass
.

ible

.

tionshould be de,:e~oped.In VI'ewof its high
70 per centof the populationresides) essen- tio~ has no access to basic health ~~ces to quIcklyreturnto the earlierpath and .from employmente1asti~ty.and huge.forwardand
tially explains why rural poverty has while50 per centhas no accessto sa~~~tIon. S V . T> there push the economyonto a hil!.br ~ckwardecon~c ~es thissectorcan

I
increased Although agriculturegrew at 4.5 Accordingto the NHRD study, menl1oned HAHID ftJU\DAR durablegrowthtrend.' stImulateeconOllUcactrvIty.
per cent in the 19905, rural poverty ~er,poor health and ~utrition are Sinceindustrialprodu~on (and particu- Poor maintenan~ of the inigation sys-
increased sharply,since 81 per cent of the majOrfactorsthat pnsh peopleIlltOpoverty. The government's ladythatofsma11andmediummanufactur- ternhasaffectedagnculturalgrowththrough
farmsmeasureless than 12.5 acres and Moreover,essentiallybecauseof the ingenterprises)hasstrongforwardandback- thelossofalmost35percentof waterfrom
makeup39percentofcultivatedareawhile expendituresqueeze between 1990 and economicpolicy is - ward linkages it can stimulate growth all the canal head to the field (25 million acre
two per cent of farms, each more than 40 1999 the net enro~ent rate;; for the pri- today narrowlyfiocused round Growth~natural resourcesgeneraI!Y feet of water~,reducingits a,:ailability.at !he
acres, cover44 per cent of area. mary stage of educatIon declilled to 42 per . . . cannot createthISmomenl1lln.Investmentm fann gate. Smce the potential for bringing

\I A survey conducted for the National cent from 46 per cent, with the gross enrol- on a one-Item agenda, industrybrings in capital and new technolo- additional land into cultivation has l:ugely
V.Human Development Report (NHRD) ment rates for boys for the nriddle level thecontroloifthe gies,enhancesthehumancapitalbaseand beenexhausted,sustaininghigherlevelsof

revealed that poor farmers/tenanis lose grades declining from 58 per cent to 48 per .. createsnewmarkets. agriculturalgrowthwillrequirea major reha-
almostone-thirdof theirincomefrompoor centoverthesameperiod. budget deficit. ThIS Witha l:ugeamountof slackor under- bilitationofthesystemto improveirrigation
access to markets for agricultural inputs The poor outcomes in the social sectors d ti adh t utilisedindustrialcapacityanda lowrateof efficiencies.Hence,the needfor the devel-
andoutputsas the balanceof powerat the hasbeenseriouslyimpactedby inappropri- ogma C ~rence0 inflationamoderateincreaseinthedeficitto opmentandmaintenanceof inigationand

I

local level was unfavourable for them. ately selected sites, poor maintenance of macroeconomic finance publicsector investments should be drainagesystems,liningof watercoursesand
II They face an ~mmetric market for inputs installed infrastructure, inadequate number ... W' affordableas it is not likelyto undulydistmb storage of water for inigation.
! and outputs,sillce Ian?.is not jnst a materi- and skill mix of staff at the service delivery ,stabillsa~on III not the inflationrate and macroecononricstabil- The developmentof the livestocksector

al asset but also a po~ttIcal~~d social arbi- sites,somewhatindiscriminatecompression auto~atlcally translate ity. This stimulus is urgently required. can improve milk yields,which can then be

- trator -:- rural power IS !Tadil1onally associ- of expenditures to adjnst for resource short- into economic groWth However, one is not advocating fISCal reck- exported to potential markets in Central and
ated W1~land °W1.lership. falls, lack of timely provision of comple- lessness, since large injections will, in the South East Asia. Similarly, huge potential

PublIc e~diture ~ ad~ poverty mentary non-salary inputs, equipment and medium- to long-tenD,have to come from exists for developingmarine fisheries.

:Jiugh P~VlSlonof ~~ services, subst- consumables critical to service delivery cannot be an objectiveper se. Nor can the expenditurereprioritizationand a major shift There is a need to rectify dysfunctional
es, proVlSlm;tof phySIcal~ ~d (~audit related issues hindering timely government simply continue to argue that of scarce resources from defence that has land administration and judicial processes".

creatIo!! of Jobs. .In par.ttcular, effective ~ents) and continued weaknesses criticism of its. econonric strategy that is been crowdingout productiveinvestments. and reduce conflictsover ownership of land ?

11

expenditure?n .SOClai~~ can compen- m mechanisms for holding service contributing to the increase in poverty is Much of the fiscal space for poverty (false records and. forcible occupation of
sate ~orthe lmuted ~pabllIty of the poor to providers, like teachers, paramedical staff being made by misguided do-gooders. And reduction expendituresin education, health land). Provisionofsecurepropertyrightswill

, . A:!tUtre~ servIcesfrom the market. anddoctorsaccountableforevenfailingto !hegovernmentc~ot ~ist thataddress- and !lu~tion !lld develoP!llent-relatedhelpconvertasse!Sof the poo~intoviable ~.
ul arty!:enth argues that markets su~ ~ up for d~ let alone get them to pro- Illg the worst mamfestal1ons of poverty spendingm publicworks and infrastructure collateral,by making them fungible. (

::mr w e government.takes con~- VIdegood qualityservices.. through micro-credit and Zakat. pro- which augment the supply side of private Good governance through better mane
In ~easur:: e~ social opportunil1es. The government's econonric policy. is grammes with their limited outreach is an investment would have to come from the agernentand improved delivery.systems in ~

ili w . . mar et. out~es depend today narrowlyfocused on a one-item agen- adequate response. recent reschedulingand re-profilingof debt, areas affectingcivil society (police,judiciary
~ent e a~f ~b~c ~ltCY.f? create da, the.control of the budget deficit This Povertyalleviationhas to be an integral the reduction that has taken place in the . and administration)and institutionall'llforms
im ofon-h et ~.luttons. Smce the d~l1c alf!lerenceto macroec.ononricsta- part \If an overall strategy for econonrlc interest tares on domestic public debt, pri- are important for creating a favourable

pactti ~ spendingf.not capturedby ~ilisatIon ~I not aut?ID3tically translate development. Similarly, poverty reduction vatisation or closure of public sector enter- investmentclimateand critical for the effec-=1:: th:asu= .0 =meflpo;:>" ~to ecot;'OIIUCgro~ IIIfuture years. The cannot be achievedfromjnst additionalallo- prisesthat continueto soak up at least Rs. 50 tive delivery of basic.social services, like
, the measurement f:t IS re ect III Slllgle-mmd::dp~t of the objective of cationsfor social services,as is envisagedin billion a year of hard earned tax payers' educationand health, to the poor.

~I

Pakistan,.;: 4 comes. . fISCala~ty, ,,:hich apPe3fSto be driven the IMF's Poverty Growth Reduction money and cuts in defenceexpenditures
ulation has fa:d ra~ 5 per 'fnt lit:-ter:; ~ore .by tdeologt~ punty considerations, Facility,~y if provinces, responsible Development surch:uges and excise S

.

hahid Kardar is an economist. This is the

Its social indicat er !'?Ory on IS. . t. stifled econ?mtc growth. for improvingthe efficiencyof socialservic- duties that raise the cost of production and second of a two-part series. The first part
.' ors contmue to be signifi- The fmanclal solvency of government es, continue to be starvedof funds through a affect competitivenessof domestic industry was published on Sunday, July 5. 2oo3
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