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During this period gas tariff increased 30 percent, power 34 percent and prices of petroleum products increased 27 percent. The core inflation, non-food and non-energy, grew by 14.7 percent on yearly basis, 2009. House rent index grew 16.23 percent, transport and communication 8.80 percent, education expenses 15.50 percent and health expenses also increased 7.80 percent, said an official document. The worst sufferer – poor and middle-income people whose income is in between Rs 3,000 to Rs 7,000 – had to bear inflationary pressure of 63 percent.

During three years the prices of wheat and sugar rose to 80 percent, prices of these commodities are fixed by the government. If the government does not take immediate measures to control food prices inflation they may set a new record by the end of 2010, predicted an analyst. 

It was suggested that the government stop giving subsidy on wheat for two years and impose a ban on wheat export. There has be a strict check on quality of imported fertiliser. 

On the other hand, the new Governor of State Bank of Pakistan, Shahid H Kardar, said that there is lack of monetary discipline – which is the biggest challenge for the economy. If the country’s monetary system is put on the right track it would definitely help reduce pressure of the government’s borrowings on economy, reduce inflation and ease the burden of poor.On September 7, the currency slid to a record lows versus the US dollar, losing 17 paisa for buying at Rs 86.01 and 18 paisa for selling at Rs 86.06 in the inter bank market. 

The other cause of inflation is that the Pak rupee is losing its value against major international currencies. On 7th September, it fell to a record low versus the US dollar, losing 17 paisa for buying at Rs 86.01 and 18 paisa for selling at Rs 86.06 in the inter bank market. The value of Pakistani currency has decreased almost 33 percent in 30 months.

The value of Pak rupee is expected to further reduce both in the inter bank and open markets in the coming days. The result of this unofficial devaluation would be a rise in prices of goods, cost of production and increase in inflation making people hungrier in Pakistan.

There are indications that the growth rate during fiscal year (FY) 2011 would be far lower than estimated, the budget deficit would increase further and the inflation rate may double the target of 9.5 percent.

There are two types of poverty, i.e. income poverty and – in a global perspective – reduction in employment and income opportunities. Since 2007, these factors have led to a slowdown in the progress towards poverty reduction and the fight against hunger. Therefore, in 2009 about 47 to 84 million more people have reportedly become poor or have fallen into poverty in developing countries, United Nations estimate reveals.

It especially affected East and South Asia where about 29 and 63 million people were affected of whom about two thirds were in India. By these estimates, the crisis has trapped about 15 million more people in extreme poverty in Africa and almost 4 million in Latin America and the Caribbean. 

In Pakistan, after a high growth rate of 6.8 percent in 2006-07, the economic growth has seen a declining trend during 2007-08 and 2008-09, 3.7 percent and 1.2 percent respectively. Thus, inflation, which was declining during 2004-05 to 2006-07, started increasing since 2007-08 and touched a peak 20.77 percent in 2008-09 following the world inflation trend and showed an upward trend. Food inflation, which has an immediate impact on poverty increased to 23.7 percent in 2008-09, but declined to 12 percent in 2009-10. 

Agriculture sector, the largest sector provide employment to 45.1 percent, although improved in terms of growth in 2008-09 was projected to show lower growth rate in 2009-10, i.e. 1.0 to 2.0 percent growth only. 

The other major factor in operation over the past two years that has pressure on poverty is a substantial increase in support prices of wheat, the largest staple food crop. The prices were raised to Rs 950 per 40 kg in 2010 from Rs 625 per 40 kg in September 2008. It is expected that the procurement price of wheat would further increase to Rs 1, 000 per 40 kg. This is the main food item that directly hit the budget of the people. 

In short, there are more “consumers” than “producers”, and the income transfers to the rural economy come at the expense of the urban population, said an analyst.

Afghanistan – a country highly dependent on import of its food items, has reduced its inflation rate from 27 percent to 8 percent, India achieved highest growth rate at 7.2 percent in 2009 and has also reduced inflation from 9 percent to 7 percent. 
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