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Pakistan’s Economic Journey 

Need for a New Paradigm
••••
 

 

 

Pakistan has progressed reasonably well since its creation. Its economy has grown by an 

annual average of over five percent resulting in per capita income rise of three percent. The 

structure of the economy has diversified from an agrarian to semi-industrial and service 

oriented one. Infrastructural facilities such as electricity, water, roads, and 

telecommunications have expanded many-fold; so have the social services, like health, 

education and sanitation. Though still low, the literacy rate has risen from 10 to 55 percent. 

Availability of goods and services has expanded, and for many, the quality of life has 

improved. This positive perception, however, is not shared by every one. Many believe that 

the progress is dismal, lack-lustre and uneven. It is lopsided with most of the gains of 

development high-jacked by the elite group, including landlords, businessmen, industrialists 

and civil and military bureaucracy. Poor continue to grovel in poverty and deprivation and the 

lot of common citizens in fact, deteriorated.  

      

The above two divergent views are not unfounded; facts and arguments can be advanced in 

support of both the points of view. The economy has grown – yet its gains are not shared 

equitably and progress in critical areas, like poverty reduction, education and health remains 

depressed. The difference in the two views is also of perception: for some the glass is ‘half-

full’, while for others it is ‘half-empty.’ The former group is conceiving development in terms 

of economic growth, while the later is viewing it in terms of human welfare. The critical issue 

is the sustenance of this growth with strengthening the weaker areas like, health, employment 

and education, removal of imbalances, and dispersal of gains of growth in particular, in favour 

of the poor and disadvantaged groups and regions. The objective of creation of the Pakistan as 

an harmoniously developed Islamic, just, equitable, progressive and prosperous state is also 

needed to be brought back in focus. 

 

It is widely recognized that though economic growth is important, yet it is not the only factor 

on which the well-being of a nation rests. Man does not live by bread alone; there are other 

important contributing factors in ensuring a happy, contented and prosperous life. Progress on 

many fronts and in a mutually reinforcing manner is essential for making a nation prosperous 

and progressive. Some critical elements of Pakistan’s development perspective are:  

 

• Sustaining Growth: A broad-based high and sustained economic growth is a pre-

requisite of development. This growth rests among others on four critical pillars, 

namely, human resource, natural resources, capital formation and technology. 

Operation and inter-action of these elements galvanised by sound public policies and 

management can ensure sustained development.  
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• Non-economic factors: Some non-economic and external factors are topically 

significant for Pakistan’s economy; among them are weather conditions, institutional 

structures, external events and relations, and domestic political situation. Growth 

sustainability warrants that these factors should also be addressed fully. 

 

• Skewed production pattern: The pattern of national output is skewed and narrow. 

Manufacturing sector is dominated by textile, and within textile by spinning and 

weaving. Engineering, electronics and automobile industries mainly comprise of 

assembly units. The position of agriculture is no different. So is the case of the 

external sector. Exports lack diversity; about 90 percent exports consist of half a dozen 

commodities/categories.  

       

• Regional imbalance: Inadequate regional and sector growth is another weakness of 

the development process in Pakistan. The gains of growth have not been equitably 

shared by regions and areas; consequently the gap between ‘haves’ and ‘have-nots’ 

has widened.   

 

• Weak physical infrastructure: A growing constraint on development is inadequate 

physical infrastructure, like fuel, power, water, roads and communications. Though 

these facilities have expanded, massive inputs in terms of money, skilled manpower 

and technology in this area are required to support rapid, sustained and balanced 

growth.  

 

• Services sector potential: Many areas of services sector have potential, both in 

domestic and global context. This sector has expanded fast. but it is mainly 

concentrated in few services. The share of tradable services, like insurance, banking, 

travel and tourism, remains low and quality is not also competitive. Pakistan can 

benefit from it by developing banking, insurance, tourism, telecommunications, 

software development, health and education.  

 

• Improving social sector: Social sector has suffered due to allocation of inadequate 

public resources, faulty planning and poor implementation programmes. Pakistan is 

placed at the low position of 135 among 177 countries in UNDP Human Development 

Index (HDI). The critical areas needing substantial improvement are poverty, literacy, 

school enrolment, infant mortality, maternal health care, safe drinking water, 

sanitation, and gender equality.  

 

• Reducing external dependency: Another area of concern is the growing external 

dependency and development of a more self-reliant society. This issue may be seen in 

three perspectives, national, regional and global.  

 

• Governance and moral values: And finally the issue of governance and building the 

society on high Islamic values of truth, justice, tolerance, human dignity, protection of 

life and property, caring the needy and disadvantaged groups, and promoting right and 

forbidding wrong. The progress has to be seen in the context of the objective of the 
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creation of the country, namely, an Islamic, just, equitable, progressive and prosperous 

nation.  

 

 “Pakistan’s Economic Journey: Need for a New Paradigm” examines the above mentioned 

issues in detail. The first part of the book consists introduction and an overview of socio-

economic development in Pakistan, with focus on assessing the development potential in 

terms of the known four pillars of economic growth (namely, human resources, natural 

resources, capital formation and technology) with public policy and management playing a 

galvanising role. The second part analyses the performance and prospects in key sectors, 

namely, output, investment and savings, and specific areas like agriculture, industry, services, 

prices, public finance and fiscal policy, money and banking, external economy, physical 

infrastructure and human resource development. The discussions highlight the inter-

relationship of sectors, their strengths, weaknesses and potential.  

 

Part three is devoted to selected issues (i.e., development planning, public debt, privatisation, 

WTO and globalisation, and poverty and economic disparity). These issues are significant in 

the context of future development and public policy. The past trends and policies are analysed 

keeping the new development paradigm in view. 

 

Importantly, the last part outlines a “New Paradigm for Development” which is built taking 

into account the objectives of creation of Pakistan and the emerging global situation. The part 

describe that traditionally, development is conceived in terms of economic growth; with social 

and environmental dimensions added lately, and that too as a peripheral priority. The same 

approach continues to be followed in Pakistan as reflected in the MTDF 2005-10. The 

limitations of this approach are obvious; the emphasis is on economic growth whereas 

peoples’ welfare is depicted as a fall-out effect. The whole edifice is built on economic factors 

and host of equally important non-economic factors are neglected. Governance, justice, law 

and order and other similar other aspects are no less significant for development. It seems 

reasonable and appropriate to broaden the scope and bring all aspects of human life under the 

‘development umbrella’. In Pakistan’s context it also seems proper to keep the objectives of 

its creation in view.    
 

While synthesizing these pieces together, the study outlines a vision statement:  

‘Developing an Islamic, just, equitable, progressive and prosperous nation’. 

This may be considered as a broad consensus statement reflecting the Islamic character and 

expectations and aspirations of the people as visualized by the founding father.   

 

The study does not stop here. It also discusses the next step should be to translate the vision 

into quantitatively and qualitatively measurable goals and targets and reasonable timeframe 

(see Matrix). The vision has five inter-related dimensions; (i) economic, (ii) social, (iii) 

governance, (iv) moral and ethical, and (v) strategic. Taking into account the nature of the 

task, a timeframe of ten years (2006-15) seems reasonable.  
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Paradigm Matrix  
 

Vision/Goals Objectives/ Targets Mechanism/Instrument 

Economic 

Progressive and 

Prosperous Nation 

A broad-based high economic (7-8%) and per 

capita income (5-6%) growth, 

Reduction in income disparity (20% low 

income share from 7 to 15%), 

Reduction in unemployment rate (8 to 5%), 

and   

Food security for all 

Mobilise savings, raising investment (25-30 % 

of GDP), promotion of exports Education and 

training and induction of technology and 

managerial skills Building efficient physical 

and social infrastructure 

Growth and employment oriented economic 

policies with emphasis on private sector 

initiative, productivity, quality and 

improvement in storage and distribution 

system 

Social 

Non-discriminatory 

access to quality social 

services for all citizens 

Equality of 

opportunities 

Human development (access to education, 

health, sanitation, etc. facilities for all), 

Universal elementary education, 

Social safety net for targeted groups (widows, 

orphans, old, sick and handicapped) 

egalitarian society 

Clean environment 

Building quality social infrastructure in public 

sector in complement with private sector 

accessible to all citizens 

Fiscal and other measure to reduce income and 

wealth disparity, 

Special public sector programmes and 

institutions for special  groups, in coordination 

with private philanthropic efforts  

Environment protection policies 

Governance 

Rule of law, justice and 

fairplay, 

Protection to life, 

property and religious 

beliefs, 

Equal rights, privileges 

and obligations, 

Independence of 

judiciary, and 

Freedom of expression 

Prompt and inexpensive justice (strengthening 

and improving legal system, reduction of 

pending cases in courts, etc.) 

Efficient and responsive police and public 

dealing departments. 

Representative and participatory governance 

Elimination of corruption, promotion of 

accountability, transparency and efficiency in 

public offices 

Judicial reforms aimed at prompt and 

inexpensive justice, 

Elimination of corruption, victimization  and 

administrative and political interferences 

Strengthening democratic and representative 

institutions at all levels 

Setting up systems of monitoring, 

accountability and continuous improvement in 

all public offices 

 

Ethical 

Enjoin rights and forbid 

wrong 

God-fearing, honest, 

law abiding and tolerant 

society 

Human rights and 

gender equality 

Promotion of Islamic ideology and teachings 

(in particular tolerance, moral and social 

behaviour) 

Reward for good and punishment for wrong 

Inculcating positive and constructive thinking 

 

Emphasis on character building, honesty, 

tolerance and fairplay in education and 

training institutions 

Use of print and electronic media to promote 

religious values, respect for law, and other 

personal and civil responsibilities 

Establish systems of reward and punishment at 

all levels 

Strategic 

Political stability 

Sustained development 

 

Self reliance 

Regional cooperation 

 

Global equity 

 

 

Plurality of cultural and 

socio-economic system 

 

 

Strengthening democratic institutions 

Integrated policies and plans 

 

Policies to promote ideology, defence and 

food security  

Close economic relations with neighbours 

Rule-based international economic and trading 

system 

Ethnic and cultural understanding and 

harmony 

 

Fair and free elections and establishing multi-

tier democratic institutions 

Execution of integrated plans and policies 

Implementation of self reliant policies and 

programmes  

Strengthening ECO, OIC and SAARC 

 

Active participation in WTO and other 

international organisations 

Dialogue, education, propagation   
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These five elements, also shown in the following diagram, should be seen as an ‘integrating 

whole’, each inter-acting with the other in a mutually supportive manner.  

 

Diagram 

Paradigm for Development 

 

 
 

It is customary to set out the parameters of development framework in quantitative terms. 

Given the nature and content of the proposed paradigm and lack of relevant statistics, 

presentation in quantitative setting was difficult, and even hazardous. Nonetheless, an attempt 

has been made in the book to quantify, in broad and approximate dimensions, the various 

elements of the paradigm. The intention is to draw an image that will help in understanding 

the paradigm, priorities and significance attached to its various elements. This quantitative 

picture is drawn on the basis of official statistics (with their all limitations and inadequacies). 

The main sources being the Federal Bureau of Statistics, Ministry of Finance, State Bank and 

Planning Commission.  

 

The approximations and estimation worked out lead to certain assumptions given in the last 

part. It is an attempt to look at development in a much wider context, taking all aspects of 

human life in view. This last part also sums up the main recommendations in various areas. 

Some of these recommendations include: Ensuring Balanced Development, Augmenting 

Savings and Investment, Harnessing Agricultural Potential, Turning Industry into Engine of 

Growth, Realising Services Potential, Fostering Technology-led Development, Building 

Efficient Physicals infrastructure, Boosting Human Development, Ending Poverty, 

Revamping Governance, Unleashing Fiscal Dilemma, Relieving Debt Burden, National 

Security, Managing Financial Liberalism and Encountering Global Challenges. 
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