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First is the savings and investment deficit. A country that has such low savings and
investment rates, and where savings are less than investment, can never have the
resources it needs to finance its infrastructure development and development needs. One
lesson from all the successful countries of East Asia is that they developed and promoted
policies, which enabled them to achieve higher savings and investment rates, with their
savings being higher than their investment rates.

The second deficit that we have to overcome is the fiscal deficit, which had gone
as high as nine percent of GDP. No economy that has such a huge fiscal deficit can have
a sustainable development or growth trajectory. In order to overcome this fiscal deficit
we need to find ways to mobilise resources through taxation reforms. We need to put in
place better policies to cut down wasteful expenditures in the government so that we do
not run huge deficit, which financed by more borrowing.

The third is the current account deficit. In the context of current account deficit,
again we find that we normally have to borrow foreign loans to plug the gaps in our
balance of payment account. All countries that have grown fast have focused on
extraordinary growth in their exports so that they can have foreign exchange reserves that
are not dependent on IMF tranches, inflow of remittances, or foreign aid. Rather, they
have developed a robust, sustainable and dynamic export sector that is able to provide
them with the foreign reserves to meet their needs of infrastructure development.

The fourth deficit is that of energy. We face energy deficit not to the tune of just
about five thousand megawatts today, which is normally mentioned, but I would say
there is a requirement for additional energy to meet the dormant demand which cannot
be met due to energy shortage. If we want to provide more energy, probably there is a
greater need to produce beyond six thousand megawatts. Moreover, it is not just today
that we have to focus on but we also have to look for our future growth projections if we
are aiming to grow at 7 to 8 percent growth rate. Therefore, we have to look at the extent
of energy demand that we will have in the next 10 to 12 years. In addition, as it was
pointed out elsewhere, we also need to take into account the kind of energy-mix we need.

The next deficit to me is the deficit in infrastructure. We did not invest in
infrastructure in the past. During the past thirteen years, not many infrastructure projects
have been undertaken in Pakistan. After the 9/11 incident, Pakistan was able to achicve
very high growth rates because there was higher liquidity in the economy arising from
huge inflow of remittances, higher foreign aid coming into the country, and relatively
more liberal inflows by multi-lateral institutions. Unfortunately, that higher growth rate
was driven by consumer economy and the inflow of money was not invested in
infrastructure and productive sectors to create a more sustainable growth. In other words,
the inflows were not invested in infrastructure so that it could be upgraded to take load of
higher growth platforms. Today we think that it is the demand and supply issue in the
energy sector. Even if we have twenty thousand megawatts by any magic, we do not have
the transmission and distribution infrastructure that can carry twenty thousand
megawatts. Therefore, there is an infrastructure deficit, or infrastructure gap, which we
have to overcome not just in the energy sector but also in every sector, such as the
railways and roads in the urban centres.

The sixth deficit that we have to overcome is in the housing sector. Our demand of
housing is much greater than the supply of housing, which is creating problems in our
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At the same time, we should not just focus on electricity. Energy has a much wider
connotation and one of our weaknesses has been that we have failed to take an integrated
view of the energy picture. When CNG licenses were being given, no one paid attention
to what was happening in the industrial and domestic sectors. As a result, today we have
a situation that if we provide gas to CNG stations, we have to interrupt supply to the
domestic and industrial sectors or vice versa. Therefore, this whole energy planning has
to be integrated. We must look at our water resources, oil and gas resources, coal
resources, and renewable resources and come up with an optimal mix that will provide us
with the solution that is best and cheap. Moreover, the solution has to be “green” for the
future because we have to be very conscious of emissions and the environment. I think it
is a challenge for the planners and economists to give us a way forward that will optimise
our resources, with which Allah has blessed us.

At the same time, we must not ignore the challenge of governance in the power
and energy sector. We have to look at why we are going with privatisation of the
distribution and generation companies. We also have to look at the kind of regulatory
regime we should have so that NEPRA can play an effective regulatory role to avoid
cartelisation in energy sector, just as the role the State Bank of Pakistan played in the
financial sector when we allowed privatisation. State Bank was able to perform the role
of a regulator effectively because of the reforms in the State Bank. Without an effective
regulatory body, privatisation can also become a great menace. Therefore, if we have to
reap the full advantage of private potential, we must simultancously focus on developing
effective regulatory mechanisms and bodies in the country so that the rights of the
consumers are protected.

Ladies and gentlemen, energy price variations are set to affect industrial
competitiveness, which will influence investment decisions and company strategies.
Therefore, it is very important that we have an efficient energy sector and a renewed
focus on energy. I am very glad that after my address, the theme of Dr IThan Oztiirk’s
lecture is on energy efficiency, which is an area where we still have large benefits to
harvest.

Let me also say that when we look to the future, we should not ignore the
innovation and the genius of mankind through technology, which will change our
projections for the future. When we plan, we can do extrapolative planning in
incremental mode, where we project the present and assume that the future will be like
present. But, ladies and gentlemen, there have been disruptive innovations in the history
of mankind where mankind has used its genius to create new ideas and technologies,
which have revolutionised the every area of production. Similarly, recent breakthroughs
in natural gas extraction highlight the speed with which game changing technologies can
transform the natural resource landscape. Just over the horizon are electric vehicles with
advanced internal combusting engines, solar photovoltaic system, and LED lighting that
are benefiting from the convergence of software, consumer electronics and traditional
industrial processes and each has the potential to grow by a factor of 10 in the next
decade. Placing rapidly evolving technologies, such as these, on a resource cost curve is
difficult but their impact could be very big or very small and that is even more the case
for technologies that require significant scientific and engineering innovations to reach
commercial scale at viable cost. However, there are five technologies that could start
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arriving in earnest by 2020 or so. One is the grid scale energy storage due to which the
concept of storage at the grid stage is going to undergo a revolutionary change in the
coming years. Second is the digital power conversion. Third is the compressor-less air
conditioning and electrochromic windows, which is going to change the whole energy
efficiency landscape, fourth is clean coal, and fifth is the electrofuels and new biofuels,
which again have great potential in energy sector. When we look at the future we must
also look at the new technologies and the new trends, which have the ability to carry out
massive transformational change in the energy sector.

In the end, I wish the organisers of this Conference success. I hope the outcomes
will not be just theoretical but that these outcomes will have practical relevance for the
future. I would like to request Dr Asad Zaman that we all need to work together and put
up a research agenda for this country that has direct development and economic
relevance. This is a society of development economists and we must produce research
that will provide us with evidence and data to make better choices to ensure that we have
maximum value for money that we spend in the public sector. It must give us research
and ideas so that we are able to spot challenges and opportunities when they begin to
emerge, rather than letting them become crises so that we have to deal with them in crises
management mode. We need to deal with our future challenges and opportunities in a
more proactive manner so that we become beneficiaries of change and create great
opportunities in Pakistan, which is a land of opportunity, for our most wonderful resource
which is the youth of Pakistan. I think if they are given right opportunities, the youth has
the enterprise, intellect, vigour and commitment to take Pakistan to a path of glory, which
it rightfully deserves.



