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Revival of economy: need for
~~#~' ' change of strategy

I)"t~"OJ,t is nowthe time to take the nation into confidence about the true
? state of tile economyanddesign a newstrategy for its revival

By Dr.Shahld Hasan Siddiqui

T
. he militarygovernment

. has all along been
. claiming success in
I making commendable

progress towards the economic

front. It had , accordingly, been

vowing to ensure that their

economic policies would not be

allowed to be changed even after

the elected government takes
over. The Word Bank (WB) and
the International Monetary Fund
(IMF) 'have repeatedly been
insisting that the new government
which comes into power after

, October 'elections must stay on
course with the reforms
programme launched by the
Government. The State Bank
(SBP)alsojoinedthe bandwagon
by advocating the need of

," remaining committed in
implementing the "On -going
reforms programme". In this
article an attempt has been made
to reviewthe performance of the
economy during the tenure of
Gen. Pervez Musharraf's
administration.

During the tenure of military
government at least six mlijor
macro- economic targets for three
years in a row i.e. for 1999-2000,
2000-01 and 2001-02 could not

beachieved.Thesesix targets are:
(i) GDP growth rate
(ll) Tax revenue
(ill) Exports ~

(iv) Budgetary deficit
tv1 Tnt..Hn t

TABLE-A:COMPARATIVEPOSITIONOFSELECTED
MACRO-ECONOMICINDICATORS

1998.992001~O2 ChangeRemarks

4,2 3.6 (0.6) TargetofFY2000,01and02
notachieved

TABLE-B:COMPARATIVEPOSITIONOFGDPGROWTHRATE

action was taken against terrorist
groups."and

Further, the acts of terrorism
including bomb blasts, the arrests
of " high proflle terrorists" and
their widecoverageat localand
international media have
additionally been spoiling the
investment climate in the country.
It is now the time to review and
tone down Pakistan's foreign
policyparticularlyin respect of its
over-active role in "fight against
terrorism."

It is unfortunately a fact that
inst;eadof accepting the failur~in
achieving the objective of
economic revivaJ.as laid down in

that the elected government has
agreed in principle to continue
pursuing those very economic
pblicies, the meticulous
implementation of which has
resulted in non - achievement of

targets for three financialyears in

a row, rise in poverty and
unemployment and over-all
deterioration of the
macroeconomic indicators on the
domestic front.

The following table-B shows
that the average'GDP growth' rate
has been showing a declining

trend.In fact it lfflS5.2 per cent
between 1990 to 1993, rose to
5.5 per centduring1993to 1996
but declined to 3.5 per cent
during1996to 1999and further
to.3.3 per cent during 1999 to
2002. .

It is significant to note that the
GDP growth rate tar~ GDPgrowthrate
current fmancial yeaF-2002-O3is
only 4.5 per cent whereas GDP AsPercentof GOP
growthrate targetfor 2003-04is Taxrevenue 13.3 12.9 (0.4)
5 per cent. The poverty can
however, show a sustainable Totalinvestment15,6 13,9 (1.7)
reduction only if GDP records a -
growth rate of over 6 per cent p.a. Budgetdeficit 6.1
for a number of years. It
therefore, appears that if the
existing economic policies are
continued, there seems to be no
possibility of achieving
sustainable progress in the.on-
going poverty alleviation
programme.

The restoring of the
confidenceof investorswas on the
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Years
1980s~
1990-91lit 1992-93
1993-94to1995-96
1996-97to1998-99
1999-2000to2001-02

I
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2001-02 released on October 28,
2002 at page 140 observes that
Pakistan's External Debt and
Liabilitiesin 1998-99were $36.60
billionand not $ 38~0billion.

The following table-C shows
the comparative position of public

debt.

made by chairman NABalso, is
again not correct. The Governor
State Bank"after recent elections, .'
in an article published in a I ,
national newspaper says that
during the past three years, an
amountof morethan PKR40
billion has been recovered in
respect of banks and DFIs. He

I

',

It is observed from table-Cthat further says that cases of willful;

duringlast three years: defaults have been referred to '.

(I) External debt has in fact NABand that NABhas helped in
shown a rise of more than two recoveringincludingrescheduling,
billion dollars from $ 31.3 billion' PKR17.5billionso far from these
in 1998-99 to $33.4 billion in defaulters. The NABand the govt.
2001-02. must therefore refrain from

(ii) Domesticdebthas also makingsuchclaimsin futureas,.
showna rise ofPKR319.6billion cash recovery through NAB's

assistance during last three years
is only PKR 12 billionor so as
against the claim of PKR 80,
billion.

The report published by the
govt. referred to above also says
that" Exports stagnating at
around $8 billionduring 1994-95
to 1998-99 have broken the $9
billionbarrier for the first time in
2000-01 and continued growing
during 2001-02. -". The true
position however, is that
Pakistan's exports in 1993-94
were $ 6803.0 million, which
recorded a historic rise of
$1300.0 million and stood at $

Remarks 8137.0 million in 1994-95. In
1995-96, exports further rose to

NawazgoY!, $8707.0 million.It is however;
BenazirgoY!. correct that exports crossedthe
NawazgoY!. barrierof $ 9 billionin 2000-01.
Milita!Y.YQY.1...ln any case, it ha$ bee.n

0,5

TargetofFY2000,01and02
notachieved
TargetofFY2000,01and02
notachieved
DeficitinFY2000,01and02
couldnotbekelltwithinlimit

BOPGrowthRate

6:5%
5.2%
5:5%
3.5%
3.3%
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lSVY<::ll11ut:m".iLIt:iiIILSIX maJor 1nererore, appears that If the, were $ 6803.0 mllhon, WhICh
macro- economic targets for three existing economic policies are TABLE-B: COMPARATIVEPOSITIONOFGDPGROWTHRATE recorded a historic rise of
yearsin a rowi.e.for 1999"2000, continued,there seemsto be no . $1300.0 millionand stood at $
2000-01and 2001~2 couldnot possibility of achieving Years GO,GrowthRate Remarks 8137.0 million in 1994-95. In
beachieved.Thesesixtargetsare: sustainableprogress in the.on- 1980s- , o' 6.5% - 1995-96, exports further rose to

(i)GDPgrowthrate going poverty alleviation 1990-91tlJ1992-93 '. 5.2% NawazgoY!. $8707.0 millit;m.It is however;
(ii)Taxrevenue programme. 1993-94to1995-96 5.5% BenazirgoY!, correct that exportscrossed the
(ill) Exports ~ The restoring of the 1996-97to1998-99 3.5% NawazgoY!. barrier of $ 9 billion in 2~1.
(iv) Budgetary deficit confidence of investors was on the 1999-2000to2001-02 3:3% MilitarygoY!. In any case, it has been
(v) Totalinvestment top of the agenda of Gen. Pervez . incorrectly mentioned in the
(vi) Tradedeficit Musharraf. The' economic TABLE-C:PROFILEOFDOMESTICDEBT, report that exports continued'
It is also observedthat many managersof his administration, EXTERNALDEBTANDLIABILITIES growing in 2001~2. All this and

macro-economic indicators instead of taking steps for winning FY1999 FY2002 Rise much more incorporatedin the
deteriorated during last three over the confidence of domestic. . report neither justifies the claim

;;Y~rs. The following table-A and overseasPakistanis,devoted (!! Domesticdebt. . .'.. PRs1375.9bn PRs1695.9bnPRs319.6bn of good governancenor serves
shows the comparativepositi9I.1

~
' f their energies in securing (II) Totald~~t(D°!TI~§tI~~%ternal . ., .i 1fflY purpQ,$e.. It is however,

the reono ~Q~ 19 .~ confidence of International... .&explicItlIa!1/lilWs). PRs3060.4bn PRs3760.5bRilp.R910t}.;t~n,~'..:Md reco~ . .' .,as.a
Iilrd~

.
. 1-. 2002 in respect f' Financial Institutions (IFls) and (!") ExIern~1debt. ... $31.3bn $33.4bn 3IIf$2.Hn',Ji' f.bf?f!8~t semMn~~l1'1;

1stJine -01 the major macro imperialisticpowers by accepting, (IV)Externaldebt&liabilities $36.60bn $36.53bn = ; scenario tremendous
economic indicators. and implementing their demands, improvement has been recorded I

. It willthus be seen that the conditionalitiesand prescriptions. the agenda announced on October from RKR1375.9 billionin 1998- in the externalsector.
perfurm.!!lceof the economy as The implementation of the 17, 1999, the economicmanagers 99 to RKR1695.5 billionin 2001- It is now the time to take the
reflected from GDP growth ratt', directives ofIFIs not only had an have been distorting facts in the 02. nation into confidence about the
tax revenue, tOiiii invest menl. adverse effect on the economybut report published by the (ill) The total public debt rose true state of the economy and
export, .budget deficit arid trad!' also significantly enhanced the government on October 10 2002 by RS. 700.1 billion from PKR design a new strategy for its
deficit deteriorated iIi 200I-o~ as number of persons living below under the caption" 3 Years of 3060.4 billionin 1998-99 to PKR revival.The salient features of this
compared to ~ition inhe~ted in the povertyline.The assumingthe Reforms and Good Governance". 3760.5 billionin 2001~2. strategy willbe highlightedin one I!

1999-2000.Whilecommentingon role of 'front line state' in the The report claims: (iv)The total external debt and of our next articles.

:e pe:mrmance of the economy, U.s.:led war against terrorism by "External debt and foreign liabilities were $36.60 billion in The military governmenttate ~ual Report 2001- PakIstan, on the other hand, exchange liability stand reduced 1998-99, which practically faithfullyfollowedthe prescription
02 released In October 2002 resulted in the deteriorationof the from $38 billion in 1998-99 to remained unchanged in 2001~2 of International Financial
°bs;rves; -. law and order situation in the $36billionin2001~2". andstoodat $ 36.53billion. Institutionsand accordinglywon

-:-- The qUalItyof growth country. The fact of the matter is that It is also interesting to note kudos from donor countries but
remamed lackluster .and shallow The SBPAnnual Report 2001- this statement is factually not that the report published by the could not succeed in improving
as /he spread and spillover~ the 02 released on October 28, 2002 correct as no such reduction has govt. referred to abovealso claims the investment climate in the
r~st or. t~e economy remained observes: been recorded in the total that: "National Accountability country. The following table-C
highly.limited..Thus the ~uoyancy "Foreign investors remained quantum of external debt and Bureau (NAB)was instrumental in showsthat total investmentas per
and briskness m ~ononuc activity hesitant in making new liabilities. inherited by the recovery of bank defaults cent of GDP declined from 15.6
was not observed. commitments. And the law and government on October 12,1999. amounting to PKR 80 billion". per cent in FY99 to 13.9 per cent

It tl1erefore, looks surprising order situation became difficultas The State Bank Annual Report. This claim, which was earlier in FY02, a bigfallof!. 7 per cent.
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