
Pakistan’s Economic JournEy 
nEEd For a nEw Paradigm 

Fasih Uddin



IPS Press is the publishing arm of Institute of Policy Studies, Islamabad – an  independent think tank dedicated to 
promoting policy-oriented research. Pakistan Affairs, International Relations and Faith and Society are some of the 

major study areas at IPS.
 

Pakistan’s Economic Journey—Need for a New Paradigm 

Fasih Uddin

Third Revised Edition

© IPS Press 2018

Published by 
IPS Press

Institute of Policy Studies
Nasr Chambers, 1, MPCHS Commercial Centre, E-11/3  

Islamabad, Pakistan
Tel: +92 51 8438391-3 Fax: +92 51 8438390

Email: publications@ips.net.pk URL: www.ips.org.pk

All rights reserved. No part of this publication may be reproduced, translated, stored
 in a retrieval system, or transmitted, in any form or by any means, without the prior 

permission in writing of the publisher.
Enquiries concerning reproduction should be sent to IPS Press, Institute of Policy Studies 

at the contact details given above.

ISBN 978-969-448-176-0

Printed in Pakistan by
Galaxy Printers, Lahore

                                                          
                                                                              



contentS

Foreword:  Professor Khurshid Ahmad   XI
Preface   XXXI
    

Part I

Preamble

1. Introduction   3
•	 Critical Issues   3 
•	 Sustaining Growth   4 
•	 Non-Economic Factors   4
•	 Skewed Production Pattern   5
•	 Regional Imbalance   5 
•	 Weak Physical Infrastructure   6
•	 Services Sector Potential   6
•	 Improving Social Sector   6 
•	 Reducing External Dependency     6 
•	 Governance and Moral Values   7 
•	 Objective and Structure of Study   7

2. Overview:  Development Trends and Potential –  
      Promise and Performance    9

•	 Introduction   9 
•	 Trend and Policies   10 
•	 Pakistan’s Development Potential   14
•	 Human Resources  15  
•	 Natural Resources   16 
•	 Capital Formation   16 
•	 Technology    17
•	 Public Policy 18
•	 Conclusion   18

Part II

3. Output, Savings and Investments –  A Dilemma 
    Output   23



vi

•	 Investment   27
•	 Savings   31 
•	 Foreign Direct Investment  34 
•	 Conclusion   36 

4. Agriculture – Key to Progress   37
•	 Introduction   37 
•	 Critical Position of Agriculture   37 
•	 Growth in Agriculture   39 
•	 Crops   40
•	 Livestock   41 
•	 Fishery   42 
•	 Forestry   43 
•	 Conclusion   43 

5. Industry – Engine of Growth   45
•	 Introduction   45 
•	 Manufacturing     45 
•	 Construction   52 
•	 Electricity and Gas Distribution   52 
•	 Mining and Quarrying    53 
•	 Conclusion    54 

6. Services – Promise of the Future   57
•	 Introduction   57 
•	 Wholesale and Retail Trade    58 
•	 Transport, Storage and Communications    58 
•	 Public Administration   59 
•	 Finance and Insurance   59 
•	 Foreign Trade in Services   59
•	 Conclusion   60 

7. Inflation – Re-Emerging Dragon   63
•	 Introduction   63
•	 Price Indices   64 
•	 Analysis of Price Trends   64 
•	 Conclusion   66 

8. Money and Banking – Lubricant of Growth   69
•	 Introduction   69 
•	 Background     69 
•	 Monetary Policy   70 
•	 Supply and Demand for Money  71 
•	 Banking and Finance Trends and Policies   73
•	 Capital Market   75 
•	 Conclusion     76



vii

9. Public Finance –  Chronic Sickness   79
•	 Introduction   79 
•	 Overview of Fiscal Development   79
•	 Revenues     80 
•	 Expenditure   83 
•	 Fiscal Deficit and its Financing   85 
•	 Public Debt   86
•	 Provincial Budgets and NFC Award 87
•	 Conclusion   90  

10. The External Economy – Vulnerable and Volatile  91
•	 Introduction   91 
•	 Past Performance   91 
•	 Recent Policy Changes   94 
•	 Trade Policy   94
•	 Exchange Rate and Payments   95
•	 External Debt and Liabilities  97
•	 Future Policies and Prospects 98
•	 Conclusion   98 

    11. Physical Infrastructure – Insufficient and Inefficient   101
•	 Introduction   101 
•	 Energy   102 
•	 Electricity   102
•	 Natural Gas   103
•	 Transport and Communications   104 
•	 Roads Network   105 
•	 Railways   106 
•	 Civil Aviation and Air Transportation   106 
•	 Ports and Shipping  107
•	 Communications   107 
•	 Water Resources   108 
•	 Housing    109 
•	 Environment    110
•	 Conclusion   111 

12. Human Resource and Development –Pathetic
      and Dismal   113

•	 Introduction   113
•	 Population   113 
•	 Labour Force and Employment   115 
•	 Health   117
•	 Education   119
•	 Conclusion 123 



viii

Part III

13. Development Planning in a Market Economy –  
                   Changing Roles and Rules   127

•	 Introduction   127 
•	 Background   127 
•	 Planning in Pakistan   129

– Initial Phase   129
– Interim Phase   130 
– Revival of Plans    130 
– Recent Initiatives (2001-2016)   131 

o Perspective Plan 2001-11      131 
o Medium Term Development  131  

– Growth and Investment 133 
– Fiscal Projections    134 
– Employment Generation    134 
– Pakistan Vision 2025 and Eleventh Five 
 Year Plan 2013-18   134

•	 Performance of Vision and Plan During 2016-17   136
•	 Evaluation of Planning Experience in Pakistan     138
•	 Planning in a Market-based Economy    139

14. Public Debt – The Trap   143
•	 Introduction   143
•	 Trends, Nature and Composition   143 
•	 Domestic Debt   144 
•	 External Debt   144
•	 Causes of Debt   145 
•	 External Imbalance   145
•	 Investment-Savings Gap    145
•	 Fiscal Deficit    146 
•	 Provincial Debt    147 
•	 Debt Servicing and Cost of Borrowing   148 
•	 Debt Relief Measures   149 
•	 Debt Reduction and Management Strategy   149 
•	 Conclusion   150 

15. Privatization – Indiscrete Approach   153
•	 Introduction   153 
•	 Background   153 
•	 Privatisation in Pakistan   155 
•	 Institutional Framework   155 
•	 Method of Privatisation   156 
•	 Regulatory Authority   157 
•	 Three Phases of Privatisation   157 



ix

•	 Initial Phase (1977-88)    158 
•	 Comprehensive Phase (1991-1999)    159 
•	 Recent Initiatives (2000-2007)    159 
•	 IFIs and Privatisation    161 
•	 Socio-Economic Impact of Privatisation on Growth
  and Investment  162 
•	 Fiscal Deficit and Public Debt    163 
•	 Employment and Labour    163 
•	 Employees Settlement     164 
•	 Banking and Finance    164 
•	 Energy    164 
•	 Consumer and Security Interests    165 
•	 Conclusion    165 

16. WTO and Globalisation – Challenges and      
      Opportunities     169

•	 Introduction    169 
•	 Background    170 
•	 GATT- Laying Principles and Rules of Trade    170 
•	 WTO – An Institution with Expanded Mandate    172 
•	 Market Access in Trade in Goods  173 
•	 Improved Discipline    173 
•	 New Areas    173 
•	 The Doha Development Agenda    174 
•	 Pakistan and GATT/WTO    176 
•	 Tariff Binding and Market Access     176 
•	 Textiles and Clothing    178 
•	 Agriculture    180 
•	 Trade in Services    182 
•	 Agreement on Trade Related Aspects of 
 Investment Measures (TRIMS)    185 
•	 Agreement on Trade Related Aspects of 
 Intellectual Property Rights (TRIPs)    185 
•	 Conclusion    187 

17. Poverty and Economic Disparity – The Real Issue  189
•	 Introduction    189 
•	 Concept and Measurement    189 
•	 Global Perspective     190 
•	 Incidence of Poverty in Pakistan    191 
•	 Poverty Reduction Strategy    195 
•	 Assessment of Strategy    196 
•	 Growth and Employment     196 
•	 Decline in Real Wages     196 
•	 Privatisation and Restructuring 



x

 of Public Enterprises    197 
•	 Economic Inequality    197
•	 Strengthening Social Services     197 
•	 Conclusion     197 

Part IV
       

18. A Paradigm for Development – Alternate Thinking   201
•	 Introduction    201
•	 New Development Paradigm    202 
•	 Vision    202 
•	 Vision to Goals and Targets     204 
•	 Quantitative Approximation     205

19. Conclusions and Recommendations –Measures
      for Action  209

Part V

20. Annexures
•	 Tables  221
•	 Historical Graphs  233
•	 Glossary of Terms   241

21.Index      263 
 




