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Pakistan will need to re-orient its economy to revolve
around domestic supply (output) catering to domestic
demand (consumption). Reduced eXpOrt recerpts will need
to be balanced with reduction in non-essential 1IMPports.
The luxury of meeting consumer needs through IMPpOrts is
no longer available. Faced with the decline of foreign
exchange inflows, Pakistan will have to produce what it
essentially needs, irrespective of world price differentials.
For essential and strategic commodities, considerations of
comparative advantage will need to give way to autarky or

self—sufficiency models.

The State will have to re-assert responsibility for directing
the economy and for provision of employment and social
services and for meeting the basic needs of the people. That
is the only rationale for the State to exist. The primary and
singular objective of the State will have to be food security,
housing and utilities, education, health, and public
transport enabled via employment and social security
support. The real sector production structure will have to
be re—engineered to meet the above objectives. Correspond—
ingly, the public finance (taxation and expenditure) regime
will also have to be re—engineered accordingly.

In agriculture, survival will have to take priority over
comparative advantage. Food crops will need to take
priority over cash crops. The objective will have to be
self—sufficiency in essential food commodities: wheat,
pulses, sunflower oil, onions, potatoes, vegetables, milk,
meats, eggs, etc. Part of acreage will have to be reallocated
adrninistratively towards producing the above Crops.
Agro-ecological zones will have to be designated for
specific crops and appropriate fiscal incentive (subsidy)

regimes put in place.

The manufacturing sector will have to be re-based on local
(agricultural and mineral) raw materials and developed for
value addition. For exarnple, cotton and rice in Punjab and
Sindh, minerals in Balochistan, and fruits in Balochistan,
Khyber-Pakhtunkhwa and ~ Gilgit-Baltistan.  Industrial
revival and promotion will require reduction of GST rate
on manufacturing to single digit, even as low as 5 percent —
with the resultant revenue reduction balanced by reduction
of non-development expenditure.

The State will need to return to the economic arena and
lead the industrial development process. A major plank,
herewith, has to be revival of the Pakistan Industrial
Development Corporation (PIDC) — but with a nuance.
Earlier, PIDC’s mandate was to set up industries with
government finance and government management. It then
carried the unit to the commercial production stage and
privatized it. The new PIDC mandate will require units to
be set up in Public-Private-Partnership (PPP) mode:
government finance and private management. The latter
party or another private party may have the option of

buying out the unit upon reaching commercial production.

The hypothesis here is that the food crops and domestic raw
material based manufactures will be largely consumed
domestically. Thus, what is produced domestically will
largely be consumed domestically.

However, the implicit assumption here is that the purchasing
power to clear the market is available, which is clearly not the

reality.

As such, the gap will need to be addressed. Part of the
purchasing power will emerge from employrnent in the
farms and factories that are producing for the domestic
market. The balance will have to be generated by a universal
social security regime. Social security payments to low
income families will enable to them to purchase their needs;
thus, creating the aggregate demand for output — and
completing the circular flow of income.

The above model opens wide a window for rupee and dollar
financing needs for subsidies for agriculture and social
security and for essential imports; with both creating
unsustainable budget and trade deficits. Thus the imperative
for an overhaul of the fiscal and tariff structures.

The avenues for raising revenues in the short run are limited;
given that the economy has become structurally weak, on
account of decades of inattention to infrastructure develop-
ment. Thus, the onus for bridging the budget deficit will
have to fall on reducing non-development expenditure,
including non-combat defence expenditure. Significant
scope exists for both.

The avenues for raising exports in the short run are also
limited; thus, the onus for bridging the trade deficit will have
to fall on reducing the foreign exchange intensity of the
economy, ie., reducing imports. There are three major
avenues whereby foreign exchange drain can be reduced.

I. Ban on import of all non-essential consumer imports:
food, clothing, cosmetics, building materials, home furnish-
ings, and so on; including pet food and shampoos! The
foreign exchange savings in absolute amounts is not likely to
be large, but important to signal to the country’s elite that
they cannot continue to live first world lives, while the mass
of the people face varying degrees of malnutrition, hunger
and homelessness.

2. Phasing out power generating plants using imported fuels
— furnace oil, coal, gas — and greater reliance on hydel,
domestic coal and solar. Additionally, major efforts towards
conservation by enhancing energy efficiency of farms,
factories, offices and homes will be called for.

3. Shifting long-distance goods transportation from road to




DISCOURSE2023

to rail. Rail uses one-third less fuel per kilometer/tonne
compared to road transport; thus, saving on oil imports and
foreign exchange. The Railway network will need to be
rehabilitated and upgraded technically as well as institution-
ally.

The growth and development model outlined above
amounts to a major restructuring of the economy, but is
deemed urgent and imperative to rescue it from the perpetu-
al state of crises and debt-dependency and to ensure sustain-
able growth and development that caters to the needs of the
people.

A three-fold strategy is needed in order to combat the
current situation as well as to prevent such calamities in
future. First, relief to the affectees is of upmost importance
by providing them with the food, shelter, and social protec-
tion. Second, as a medium-term strategy, we have to restrict
encroachments in river waterways by enforcing the River Act
and making necessary legislation with regard to “Shamilat
Deh” in the country. Finaﬂl\; as a long-term strategy, we
need to adapt ourselves to climate change and control
deforestation. Only these measures could enhance our
resilience to climate-led catastrophes and could be produc-
tive in reducing the losses to the public and private proper-
ties and precious human lives from the likely floods in
future.

ﬂ_"!_'“s‘




	Table of Contents
	Cover Piece
	Governance Reform: Law, Politics and Institutions
	Intertwinning of Institutional and Economic Reforms
	Making The Elephant Dance: Negotiating Power Dynamics With The Establishment
	Re-Orienting Pakistan's Economy
	Why Institutions Matter
	Reforms in Pakistan: Where to Start
	Discontent With Governance not Democracy
	Current Affairs & International Relations
	A Joyless Land?
	Safeguarding Pakistan's Core Interests Among Global Power Contestation
	Propaganda Game
	The International Politics of Climate Change and Lessons for Pakistan
	Debate
	Should Electronic Voting Machines (EVMs) be Incorporated into the Electoral Process of Pakistan?
	Electronic Voting Machines: The Shockingly Secure Solution to Election Fraud
	EVMs: An Expensive Proposition Without Any Substantive Benefits
	Opinion
	Pakistan Needs More Urbanisation
	The Qatar Squabble FIFA World Cup 2022
	Meaning 3.0: Hope For A Conscious World
	Political Economy of Religious Elites
	History
	Political Masculinities: The Rise of 'STRONGMEN'
	China Before Jiang Zemin
	Business
	Falling Textile Exports
	High Percentage of Currency in Circulation: What Explains it?
	Sports
	Absence of Women in Pakistani Sports: Lack of a Policy Framework?
	The Sleeping Pines
	Arts & Culture
	The Tilism of Dastaan Behind Dastaan GOI
	Divide and Rule - Iqbal, A Fireside Chat With One of Pakistan's First Explicitly Political Rappers
	PIDE Bi-Monthly Roundup
	36th Annual Conference of The Pakistan Society of Development Economists

