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Pakistan’s real per capita income has risen 4.5 times since 1947 while the sub-continent,
which once comprised Pakistan, India and Bangladesh, achieved an average growth of
around 5%. photo: file

ISLAMABAD:

The real per capita income of Indian Muslims is 24% less than that of Pakistan, which
indicates discrimination towards Muslims but the country now needs to move away from its
debt-financed economic growth model and embrace reforms, says a group of leading
Pakistani economists.

“The real Indian per capita income is higher than Pakistan but in the case of 213 million
Indian Muslims it is below our average,” revealed Dr Hafiz Pasha, former finance minister,
while speaking at a national seminar, organised by the Planning Commission and the
Pakistan Institute of Development Economics (PIDE) on the 75th anniversary.

The thinkers evaluated Pakistan’s performance over the past 75 years and the need to
change the course of policies.

Some of the economists and thinkers, who spoke on Thursday at the seminar, have held key
positions in the past including the finance minister, deputy chairman of the Planning
Commission, planning minister and State Bank of Pakistan (SBP) governor.

Pasha said that, according to research conducted by the Beaconhouse National University
students, Indian Muslims were largely concentrated in seven states, which were among the
less developed units of India.

The real per capita income of 213 million Indian Muslims was 24% less than that of
Muslims of Pakistan, which was “an indication of our hard work during the past 75 years”.

“Pakistan’s real per capita income has risen 4.5 times since 1947,” said Pasha. He added
that the sub-continent, which once comprised Pakistan, India and Bangladesh, achieved an
average growth rate of around 5%.

India performed rather poorly in the first three decades. In parallel, Pakistan’s growth rate in
the initial decades went above 6%.

“Poverty in Pakistan was 35% at $3.20 per day purchasing power parity while this ratio was



52% in Bangladesh and 62% in India,” he said.

In the long run, the economic growth rates of India, Pakistan and Bangladesh were almost
identical, said Pasha. He said that Pakistan’s tax-to-GDP ratio, which was around 10.3%,
should be increased.

“Pakistan has done well in the past by borrowing money, building infrastructure and then
hoping for growth but it is time that it moves away from the debt-funded physical projects
to indigenous policy and embraces reforms,” said Dr Nadeemul Haq, Vice Chancellor of
PIDE. His views were also endorsed by other economists.

Sartaj Aziz, a veteran politician, bureaucrat and long-time observer of the vicissitudes of
Pakistani history, highlighted the five major failures and suggested ways to change the
course of the country.

Aziz said that the country remained unable to evolve an affordable energy policy due to its
decision to depend on imported fuel-fired power plants. It also failed to adopt an effective
population control policy and also could not enhance productivity.

There was serious institutional decay and the country also failed to evolve an inclusive and
democratic process due to direct and indirect military control of the democratic system,
observed Aziz.

Aziz, former finance minister and former foreign minister, said “we need a new charter of
governance based on fair elections”. “Gender rights, human rights, health and education, all
depend on the governance system,” he added.

Pakistan needs to adopt a new charter of democratic governance, based on the constitution
and adopt new rules of the political game, said Aziz.

Dr Nadeemul Haque lamented that the economy is not in dire straits but it certainly is in a
difficult situation.

“Pakistan’s economy has always performed strangely. We are still stuck in the realm of
extractive institutions and a colonial state. Stabilisation of the economy is not a joke. The
economy is what people produce through their exchange with incentive-based institutions,
but if we continue holding on to colonial institutions, there will be a problem,” said Haque.
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Ahsan Igbal terms circular debt a huge
challenge for country

ISLAMABAD - Federal Minister for Planning Ahsan Igbal has said that circular
debt is a huge challenge for the country. “We will have to get rid of loss-making
state owned entities by privatising them, he said while speaking at a seminar.

Speakers at a seminar were of the opinion that state owned enterprises are
incurring a loss of Rs 1300 billion annually. They said government needs to slash
the energy prices, control circular debt and get rid of loss-making SOEs. The
seminar was organized by the Ministry of Planning, Development and Special
Initiatives. Federal Minister for Planning Ahsan Igbal, while addressing the
seminar, said that development is not possible without export promotion and
political stability. Apart from political stability, continuity of policies is essential, he
added.

“For future, we have to go from 10pc to 18pc tax to GDP ratio,” he said. The
planning minister said that the days of public sector investment are over. “Now it’s
time for private investment as the government’s job is to provide facilities. Foreign
investment in Pakistan is very low which is up to $1.8 billion annually only. The
minister said that “when I went to Malaysia, they told me that we learned by seeing
your progress in 1960”. In 1998, Pakistan had electricity surplus but after 2006
there was energy shortage, the minister added.

Counting the contribution of PML government, the minister said: “We gave Vision
2025, made CPEC a reality and brought an investment of $29 billion in four years.”
The whole world was looking for investment in Pakistan, when I left this ministry in
2018, the PSDP allocations were Rs 1000 billion. “When we came again in April
2022, PSDP size was Rs 550 billion” he said, adding that what can you build in Rs
550 billion PSDP for a population of 220 million?

“In 1960s, Pakistan’s exports were more than South Korea, Malaysia, Thailand,
however, today they are all above us,” he said. All developed states in history
adopted an export-oriented model.

Government needs to slash energy prices, control circular debt and get rid of loss-
making SOEs

Former Finance Minister Sartaj Aziz’s said: “Unfortunately after Mangala and
Tarbela we did not do any water projects”. Cheap electricity is essential for
development; he said and added that expensive electricity is increasing circular
credit. He said that Pakistan’s population rate is very high and effective policy is
necessary for population control. A rapidly growing population creates social
problems. He said that public sector entities are incurring Rs 1300 billion losses
annually.

Former Governor State Bank Dr Shamshad Akhtar, while addressing the seminar,
said that Pakistan’s banking sector is performing well. Banks are earning good
profits and also giving to their customers, she said. Pakistan’s banking financial
system is better than India, Dr Shamshad claimed. Dr Shamshad Akhtar said that



Pakistan is an attractive market for investment. There is more profit in Pakistani
markets as compared to other local markets. However she said that the Pakistan’s
debt market is small in comparison to its requirements.

Dr Ishrat Hussain emphasized the need to develop the private sector in Pakistan.
He said that agriculture sector should be developed to ensure food security. Dr.
Ishrat Hussain said that new industries should be established. The power sector
should be fixed and innovation should be brought in PIA, he added. Dr. Ishrat
Hussain said that improvement of governance is very important for the
development of any sector.



Sartaj calls for new ‘charter of governance’ based on
fair elections

Naveed Butt

ISLAMABAD: Former minister for finance Sartaj Aziz has said there is a need for a
new “charter of governance” based on fair elections and our priority should be aimed
at developing a solid economically-developed state.

Aziz on Thursday expressed these views while addressing a national high-level seminar of
development leaders organised by the Planning Commission of Pakistan and the Pakistan
Institute of Development Economics (PIDE).

He said, “We need a new charter of governance based on fair elections. Gender rights,
human rights, health and education, all depend on the governance system. We don’t have a
merit-based system, and our priority should be aimed at developing a solid economically-
developed state.”

He said the energy conundrum had become a black hole for the country, adding “failure to
adopt a population policy in terms of energy would lead us towards a dead end.”

He said another failure was the productivity issue. “Without real productivity, flexing
economic muscle is a distant dream,” he said.

Economist Dr Hafeez Pasha said while sharing his thoughts on 75 years of economic
journey of Pakistan, apprised the participants that per capita income has risen by 4.5 times
since 1947. He said the sub-continent which once comprised Pakistan, India, and
Bangladesh achieved an average growth rate of around five percent. “India rather performed
poorly in the first three decades. In parallel, Pakistan’s growth rate in the initial decades
went above six percent. So, what went wrong? Apart from many other issues. First, is the
tax-to-GDP ratio which is around 10.3 percent. Research shows that it should at least be at
14 percent. Pakistan is to climb up to 3.7 percent to get on the train to long-term growth.

Pakistani banker and economist Dr Ishrat Husain said that for the first 40 years, the growth
rate was more than six percent, later 35 years could only manage under four percent.
Additionally, he informed the audience that India’s global export share increased from 0.5
percent to 1.5 percent, while that of Pakistan got slashed from 0.2 percent to 0.1 percent
over the course of time.

Explaining Pakistan’s downfall, Dr Husain expressed it was Pakistan International Airlines
(PIA) that helped in establishing Singapore Airlines, Jordanian Airlines, and Emirates. He
said that “today that very PIA is in shambles.” “One point solution to all these issues is in
reforming governance institutions. There is no other way,” he said.

In his opening remarks, Dr Nadeemul Haque, vice chancellor PIDE said the economy was



not in dire straits but it certainly was in a difficult situation. Pakistan’s economy has always
performed strangely. He said “we are still stuck in the realm of extractive institutions and a
colonial state.” He said Pakistan had made significant headway despite the numerous issues
it had confronted. As a result, the country had the option to move into a semi-industrial
economy and a hub for business activities, he said.

“Our economic vision is to shape a brighter future for Pakistan’s economy by improving
development efficiency, enhancing productivity, increasing investment, and creating wealth,
unleashing the private sector’s entrepreneurial energies,” he said.

While chairing the seminar, Federal Minister for Planning and Development Ahsan Igbal as
a chief guest said, “I would like to say that tragedy in our story is that to this day, we as a
nation could not ascertain our direction. We go one step forward and two steps back. Our
trajectory keeps changing every few years”.

He further stated that despite all the odds, Pakistan still had come a long way. “What if we
compare our progress with others? Certainly, we would find ourselves far behind in the
league of nations. At this point in time, we need self-introspection. Let’s decide as a nation
and choose a trajectory and stick to it for at least the next 10 to 15 years,” he said.

He said “we need to get on fast-track export-led growth. Nevertheless, it would not be
possible without sorting two things, which happen to be at the core — political stability and
policy consistency.”

He thanked the PIDE for its valuable and timely research which indeed would help in better
and effective policy formulation for long-term growth and sustainable development.

Dr Gohar Ejaz, renowned industrialist and chief executive, Ejaz Group of Companies, while
giving a presentation on the textile industry enunciated that the current capacity is not fully
utilised due to energy supply and quality constraints.

“Existing capacity can add $800 million per month and $10 billion per annum to exports.
However, this would require an adequate supply of energy at regionally competitive tariffs,
availability of working capital and at least 500 new entrepreneurs required. In parallel, the
TERF-like facility finance around $2 billion to facilitate investment. Besides, the debt-
equity ratio of 80:20 must include building and Infrastructure as 50 per cent of the cost of
garment factories is on these items.”

Besides, he was of the opinion that more strategies are to be developed for bringing
packages for poor and unprivileged people to develop their small businesses.
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