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The Eight Five Year Plan: Basic Framework 
 
 

Introduction 
The Eighth Five Year Plan (1993-98) is being launched at a crucial period. While the overall 
objectives of planning remain the same, namely the enhancement of social and economic 
welfare in the country, they are being pursued at a time of fundamental change in domestic and 
global economies. Most notable of these is the redefinition of the government's role in the 
economy, particularly as regards the balance between the public and private sectors, and 
consequently, a total re-orientation of economic planning. 
 
Besides this, there are a number of unique factors, favourable as well as adverse. On the 
positive side is a high degree of business confidence, generated in part by recent initiatives in 
the areas of structural reform (liberalisation, privatisation and deregulation), human resource 
development (the Social Action Programme, SAP), environmental conservation (the National 
Conservation Strategy, NCS), and community development (the National Rural Support 
Programme, NRSP). Some optimism has also been produced by the recently concluded UN 
Conference on Environment and Development (UNCED) regarding the possibility of enhanced 
international support for sustainable development initiatives in southern countries. 
 
On the negative side, the economy is under pressure because of persistent deficits in the 
government budget and the balance of payments. A second source of concern, which also 
contributes to the resilience of the twin deficits, is the debt overhang in domestic as well as 
foreign sectors. A third factor is the generally inhospitable international climate. Prospects of 
foreign resource inflows have diminished because of diversion to former socialist economies, 
the trend rate of workers remittances has declined sharply in the last few years, and world trade 
prospects are affected adversely by sluggish growth in northern economies and the slow 
progres in the Uruguay Round of Trade Talks. Finally, the poor quality of the social and physical 
infrastructure has become a serious obstacle to economic development. 
 
The Conventional Approach 
This complex and challenging situation calls for a major reorientation of the planning process. 
The conventional approach to planning and economic policy making consisted of a large public 
sector investment programme (with a corresponding investment in project analysis), detailed 
sectoral planning, implemented through controls on prices, imports and domestic credit, a 
differentiated tax and tariff regime, and a virtually exclusive reliance on the government for the 
provision of social and physical infrastructure (not to mention some industrial output).  
 
Although during the last four and a half decades, this approach produced its successes, 
including most notably, a GNP growth of over 6 per cent per annum, and only a moderate degree 
of inflation, this success is widely viewed as somewhat unbalanced. A number of problems have 
been identified in recent analyses of the economic record, including: 
• high and persistent deficits in the fiscal budget as well as the balance of payments, 

leading to a build up of domestic and international public debt; 
• inadequacy, in quantititative as well as qualitative terms, in infrastructure provision; 

indeed the quality has actually deteriorated because of poor maintenance and 
management; 

• a "capital bias", meaning that the creation of new facilities has not been matched by the 
development of managerial capacity to administer them efficiently; 
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• neglect of the social sectors (education, health, nutrition, drinking water supply, 
sanitation services), resulting in Pakistan showing some of the poorest social indicators 
in the world; 

• uneven distribution of the benefits of growth between regions, groups and individuals, 
creating not only social tension and unrest, but also the persistence of poverty despite 
high aggregate income growth; 

• an extremely high rate of population growth, leading to a severe pressure on the 
resource base as well as the managerial capacity of the state; and 

• a rapid degradation of the natural resource base--the rate of deforestation, degradation 
of rangelands, pollution of air and water; also, if this were to be incorporated in 
conventional national income accounts, the figures for aggregate economic growth 
might have to be revised downwards. 
 

An Alternative Approach 
As mentioned, a number of changes have already been initiated in response to these problems; 
they involve a shift towards devolution of authority and responsibility, greater community 
participation, privatization, decontrol, deregulation and liberalization. At the policy level, there is 
a corresponding shift towards the use of incentives, inducements and deterrents, instead of 
direct controls. Public investment is being restricted increasingly to physical and social 
infrastructure (and private investment is being encouraged even in these areas). Other 
components such as legal instruments, institutions and monitoring mechanisms are being 
developed to ensure the effective functioning of the new policies. 
 
These initiatives, however, help expand the sphere of the planning exercise. Unless the plan can 
marry these dimensions to the conventional instruments and targets, it will either become 
irrelevant, or lack internal consistency. In other words, one of the goals of the plan will be to 
redefine the role for economic planning in the changed environment. In short, unlike earlier 
plans, the eighth plan will have to blend into a unity three processes that are generally 
independent. It has to present a conventional investment and policy package, it has to redefine 
the role of the government, and it has to redefine similarly the role of economic planning. 
 
The investment and policy package is based on a simple forecasting exercise. Using the 
historical growth trend of GNP of 7 per cent per annum, and realistic assumptions on key 
economic parameters, the exercise leads to estimates of sectoral output, investment, 
consumption and savings. The model enables the identification of critical constraints in the 
growth path, and of the policies needed to overcome the constraints.  
 
This gives a clue to the nature of innovation in the plan exercise. The first is a shift from detailed 
targetting and sectoral allocation towards forecasting and identification of constraints. Second 
is the shift of attention towards the removal of constraints; since this involves institutional 
reform that cannot be accomplished without long term planning, there is a need to pay close 
attention to it. This has been brought about by focussing on good governance as a central 
objective of economic planning. 
 
The proposed redefinition of the role of the government also follows from the above description. 
It can be described as a shift from a system of direct government control of the economy 
towards one of partnership between the government and other sectors in the society. This shift 
has many dimensions. Partnership between the government and the private sector has already 
been initiated through privatization, decontrol, deregulation, and liberalization. In the next 
phase, it needs to be strengthened by investment in institutions of corporate governance. 
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Partnership between government and people, between government and NGOs, and government 
and the mass media is also being established. Government and selected NGOs are collaborating 
to bring about a greater involvement of individuals and communities directly into the 
development process, and in particular in the provision of social services. These initiatives (e.g., 
SAP, NRSP, NCS) represent a change in thinking about the role of the government social service 
provision--from the main provider to a partner in the provision. The mass media are an important 
component of this partnership; they are being seen increasingly as a key vehicle for mobilising 
and educating people.  
 
A third form of partnership is that between different tiers and different agencies of the 
government itself. Examples of a change in orientation are the recently concluded awards of the 
National Finance Commission and on the Indus Waters. They represent efforts to re-define the 
basis of cooperation between provinces and the federation. Another example is the NCS, which 
involves the coordination of actions of virtually every agency and tier of the government, rather 
than concerted action by a single ministry or agency, as was the case in conventional plans and 
strategies. Such partnership or cooperation requires the establishment or stregthening of 
appropriate institutions within or outside the government. It also requires greater attention to 
the nature of incentives, monitoring, and technical and physical infrastructure in the 
government machinery. 
 
As mentioned, the kinds of reforms needed to bring about such partnership cannot be 
undertaken overnight. Until now, reforms have been based on isolated studies and analyses, 
because of which they tended to be ad hoc, uncoordinated and therefore ineffective. Given the 
fact that structural reform is likely to be an endemic feature of economic management in the 
foreseeable future, it is essential that economic planning shifts the bulk of its attention to the 
nature and complexity of the reform process. 
 
The Economic Framework 
Review of Seventh Plan 
The main basis of the calculations for the eighth five year is the projection of past trends. It 
would be useful, therefore, to begin with a review of the experience of the seventh five year plan 
(1988-93), given in Tables 1 to 3. Table 1 shows that although the plan had forecast investment, 
imports and exports and imports quite accurately, its projections of macroeconomic indicators 
(growth, inflation, payments) had been optimistic. The growth was also distributed unevenly 
across the sectors, with agriculture (largely because a dramatic increase in cotton yield) 
proving to be relatively more dynamic than industry. 
 
Table 1: Macroeconomic Performance in Seventh Plan, 1988-93 

Item Forecast Actual 
GNP growth (% per annum) 
• agriculture 
• industry 
• o services 

6.5 5.5 

Fixed investment (bn Rs) 660 644 
Budget deficit (% of GDP) 
• Revenues (bn Rs 1987-88) 

O as % of GDP 
• Expenditure (bn Rs 1987-88) 

O as % of GDP 

5.1 6.7 
745.1 

18.8 
1011.1 

25.5 
Continued….. 
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Item Forecast Actual 
Monetary expansion (% per annum)  13.2 
GDP deflator (% change per annum) 6.5 8.4 
Balance of Payment 
Current account deficit (bn $) 6.0 10.8 
External debt (bn $ end of period) 12.9* 18.9 
Exports (bn $) 30.4 30.1 
Imports (bn $) 41.2 41.9 
Remittances (bn $)   

Note: * = refers to figure at beginning of the plan period.  

 
Table 2 presents figures on the performance in infrastructure sectors. Here as well the 
performance is below the projection.  
 
Table 2: Performance in Infrastructure Provision, 1988-93 

Item Forecast Actutal 
Power 
capacity (MW end of period) (% of peak load) 6,824* 11,262 
Load-shedding (days)   
Villages electrified 10,336 12,589 
Oil extracted (000bpd end of period) 44.7* 67.6 
Gas production (MMCFD end of period) 1,200* 1,855 
Water 
Increased availability (MAF) 12.9 12.4 
Addl area (MA) 4.5 2.5 
Area protected (MA) 3.4 2.1 
Watercourses renovated 10,000 7,741 
Levelling (MA) 1.8 1.3 
Flood protection (mcft) 2,643 2,165 
Surface drainage (mcft) 3924 2721 
Subsurface drainage (mcft) 209,328 64,054 
Transport and Communications 
Rail renewal (kms) 650 320 
Sleeper renewal (kms) 1000 350 
Rail passenger kilometres   
Rail freight kilometres   
Rail accident losses   
New roads (kms)  3,000 
New rural roads (kms) 8,500 7,340 
Road improvement (kms)  6,500 
Road accident losses   
Air passenger kms   
New telephone lines (mn) 0.65 1.36 

Note: * = refers to figure at beginning of plan period. 
 
Table 3 shows that performance in the social sector is also well below target in most areas. 
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Table 3: Performance in Social Sectors, 1988-93 
Item Forecast Actual 
Education 
Primary enrollment (mn) 4.60 3.10 
Female enrolment 
• Primary (mn) 

o % of total 
• Middle (mn) 

o % of total 
• High (mn) 

o % of total) 

3.00 
 

0.70 
 

0.20 

 
1.46 
53.3 
0.42 
30.0 
0.24 
25.6 

New primary schools (000) 
New mosque schools (000) 

34.6 
20 

21 
13 

Upgradation 
• Primary to middle (000) 
• o Middle to high (000) 

 
6.5 
3.7 

 
4.2 
2.6 

Buildings for shelterless schools (000) 20 16.5 
New high schools 230 110 
Health 
Infant mortality (per 000)   
Maternal mortality (per 000)   
New facilities 
• BHUs 
• RHCs 
• UHCs 
• Hospital beds (000) 

 
1913 

133 
227 

19.87 

 
1950 

130 
50 

18.00 

Rural water supply coverage (mn) 31 25.08 
Rural sanitation coverage (mn) 17 13 
Urban water supply coverage (%)   
Urban sanitation coverage   
Fertility rate   
Housing 
Rural 7 marla plots developed (mn) 2.2 2.9 
Urban plots developed (mn) 0.65 0.63 

 
The above tables show that the performance in various sectors during the seventh plan period 
was well below the forecast. Yet, it was very much within the range of economic performance 
experienced during the last four decades, when except for a few unusual episodes the economy 
grew steadily at rates above 6 per cent per year. While this growth was led by the industrial 
sector, its momentum could not have been sustained without the strong agricultural growth 
(around 4 per cent per annum) registered after the second plan period. Nevertheless, the 
industrial sector increased its share of total output steadily, and has just surpassed that of 
agriculture. By the end of the seventh plan, the share of industry in GDP will be 25.8 per cent, 
compared to 25.7 per cent for agriculture; this compares to 15.0 per cent and 46.6 per cent 
respectively at the time of the first plan the shares were The data are provided in Table 4. 
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Table 4: Sectoral Growth and Structure of GDP 
Plans 1st 2nd 3rd Non 

Plan 
5th 6th 7th 8th 

Growth Rates 
Agriculture 
 o Major crops 

2.1 
2.3 

3.8 
4.7 

6.3 
9.1 

1.7 
0.9 

4.1 
4.7 

3.5 
2.5 

4.7 
4.2 

4.9 
4.3 

Industry 
 o Manufacturing 
 o Others 

6.0 
5.2 
9.5 

13.2 
11.7 
17.8 

8.7 
8.1 

10.2 

5.3 
4.5 
7.0 

9.2 
9.9 
7.8 

8.3 
8.2 
8.5 

6.7 
6.4 
7.6 

9.4 
9.9 
8.3 

Services 3.1 7.3 6.1 6.3 6.8 6.8 5.3 6.7 
GDP 3.1 6.8 6.7 4.4 6.6 6.2 5.5 7.0 
Sectoral Shares 
Agriculture 
 o Major crops 

46.6 
23.4 

42.4 
21.8 

38.5 
21.2 

34.5 
19.9 

29.5 
16.9 

26.8 
13.0 

25.7 
12.4 

23.0 
9.5 

Industry 
 o Manufacturing 

15.0 
11.8 

19.1 
14.2 

21.3 
15.6 

23.8 
16.5 

26.2 
17.8 

24.0 
16.9 

25.8 
17.7 

28.1 
19.2 

Services 38.4 38.7 40.2 41.8 44.2 49.2 48.5 48.9 

 
Plan Forecasts 
The methodology used for making the plan forecast is very straightforward. It begins with the 
identification of the expected rate of economic growth, consistent with past trends, and with the 
domestic and international environment. The desired rate of growth alongwith data on key 
economic parameters is then used to calculate internally consistent sectoral growth trajectories 
as well as the savings-investment balance. Finally, each of the figures calculated through this 
exercise is used to identify obstacles to growth as well as policies and actions needed to 
overcome the obstacles. 
 
A number of independent projections, made within as well as outside the country, suggest that 
while the potential growth of Pakistan's economy in the near future is close to its trend rate of 
between 6-7 per cent per annum, the maintenance of this trend rate will require enlightened 
policies and effective action. A number of new obstacles have rendered the task of economic 
management more complex than in the past. Some of these obstacles are simply the 
accumulated result of past neglect. These include the inadequate quality and quantity of the 
social and physical infrastructure, the mounting degree of environmental degradation, and such 
indicators of economic malaise as fiscal and payments deficits, the level of public debt (both 
domestic and international), and an inflationary momentum. Given these obstacles, the urgency 
of clearing the backlog will consumes both policy attention and resources at the expense of 
developmental objectives. The plan will therefore have to be prepared with both objectives in 
view, the clearance of the backlogs, and the pursuit of developmental goals.  
 
As mentioned, the growth forecast for the eighth plan period is 7 per cent per year. In 
converting this forecast into sectoral projections, use has been made of demand as well as 
supply side information. Specifically,  
• Agricultural growth, estimated at 4.9 per cent per year. It is well within the range 

observed in the past. The calculation has been based essentially on the projections of 
foodgrain demand (assuming a constant per capita demand of 0.5 kg per day), and a 
rising export demand for rice; the total growth in foodgrain output is used to derive the 
rate of growth of the agricultural sector. 

• Growth in the mining sector (fuels and minerals) is estimated at 12.0 per cent per year, 
on the basis of demand trends. 
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• Industrial growth is projected at 9.4 per cent per year. This is higher than the growth 
experienced in every period except during the second five year plan. However, the third, 
fifth and sixth plans also witnessed growth rates close to 9 per cent per year. The basis 
for the higher target are the ongoing investment trends, and the expectations from the 
new structural reforms. Rapid growth is expected in petroleum refining, fertilizer, cotton 
cloth, airconditioners, refrigerators, transport equipment and billets. 

• Growth in the energy sector is forecast on the basis of projects already identified. 
 
These sectoral projections are then used to identify possible bottlenecks, and the policies 
needed to overcome the bottlenecks. For example, the focus in the agriculture sector is on the 
increase in water use efficiency; this will require both research and extension, and institutional 
reform. In the industrial sector, the focus will be on expansion and growth while controlling 
pollution, remedying the environmental damage caused earlier, and broadening the 
technological base of the economy. This will require an incentives and institutional package 
described later in this paper. 
 
The second element of the plan is the use of the growth forecast to estimate the savings investment 
balance for the plan period. The main assumptions used is that of an incremental capital output ratio 
(ICOR) of 3.2 realised in the 1980s. Given the growth rate and the assumed ICOR, the total 
investment works out to Rs. 1826.8 billion (1992-93 prices) or 21.2 per cent of GDP; and a fixed 
investment of Rs. 1697.9 billion. After deducting the public sector's obligation of Rs. 634 billion for 
infrastructure and basic investment, the remaining is projected as the estimated private sector 
investment. The figures are provided in Table 5. 
 
Table 5: Investment Levels in Various Plants (bn Rs) 

Current Prices 199-93 Prices 
Plan Public Private Total Public Privat

e 
Total 

6th (actual) 242.4 203.3 445.7 471.6 441.3 912.9 
7th (expected) 463.2 493.7 956.9 552.8 591.5 1144.3 
8th (forecast) 791.0 1200.6 1991.6 634.0 958.8 1592.8 

 
Foreign direct investment currently accounts for about 5 per cent of private investment, 
concentrated mainly in oil and gas exploration (53 per cent of total). Given the added incentives 
provided to outside investors, it is expected that during the five years of the eighth plan, private 
long term capital (net) will amount to $ 5,565 million (Rs. 161.1 billion); this comes to 38.4 per 
cent of total long term capital (net) receipts, 16.8 per cent of total projected private investment. 
Besides manufacturing, major interest is expected in oil and gas exploration, power generation, 
road construction, and telecommunications. 
 
Given the investment projection of 21.2 per cent of GDP, and a national savings rate of 14 per 
cent realised in 1991-92, the net resource gap works out to 7.2 per cent of GDP. Even with a 
savings rate of 17 per cent forecast for 1992-93, the resource gap will be 4.2 per cent. The 
reduction of this gap to 3.0 per cent, which would be consistent with expected resource inflows 
over the eighth five year plan period, will depend on the introduction of structural reforms in a 
number of areas including tax administration, credit policies and financial institutions. The lower 
resource gap implies an increase in the national savings rate to 18.9 per cent by 1997-98, and a 
marginal national savings rate of 24 per cent during the plan period. The figures are in Table 6. 
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Table 6: Savings-Investment Balance for Eight Plan 
(per cent of GDP) 

Baseline Estimate Forecast Item 
1991-92 1992-93 1997-98 5 Year Total 

Investment 
• Fixed Investment 

o Public 
o Private 

19.3 
17.8 

8.5 
9.3 

21.4 
19.9 

9.2 
10.6 

21.1 
19.6 

8.2 
11.4 

21.2 
19.7 

8.6 
11.1 

External resource 5.1 4.2 2.1 3.0 
National savings 14.0 17.0 19.0 18.2 
Domestic savings 13.5 16.3 19.4 18.3 

 
A second area of concern pertains to the fiscal gap, which has increased to an estimated 6.56 
per cent of GDP in fiscal 1992-93. Current estimates of tax elasticity suggest that the ratio of 
government revenues to GDP might actually decline with economic growth below its present 
level (in 1992-93) of 18.33 per cent. On the other hand, both current and developmental 
expenditure by the government is like to increase, even on the most stringent assumptions, to 
25.5 per cent of GDP from the current value of 24.89 per cent. This means that without a serious 
effort at tax reform the budgetary position is likely to become weaker, and the budget deficit 
might increase from its current level of 6.6 per cent of GDP to over 7 per cent. Both the revenue 
and the resource gaps would constitute serious obstacles to economic growth in the plan 
period. Table 7 presents the budgetary position for the eighth plan. 
 
Table 7: Eight Plan Budgetary Position  

1992-93 Total 1993-98 Item 
bn Rs % of GDP bn Rs % of GDP 

Total Revenue 
• Tax Revenue 
• Non-tax Revenue 

256.41 
194.80 

58.41 

18.33 
13.92 

4.18 

1756.89 
1328.38 

428.51 

20.50 
15.50 

5.00 
Total Expenditure 
• Current 
• Development 

348.16 
263.30 

84.86 

24.89 
18.82 

6.07 

2185.40 
1654.05 

531.35 

25.50 
19.30 

6.20 
Deficit 91.75 6.56 428.51 5.00 

 
The plan is confronted by a number of imponderables on the balance of payments side as well.  
• Remittances have declined in the seventh plan period, and their future prospects are 

uncertain. The plan assumes a growth rate of 2 per cent per annum from $1.7 billion in 
1992-93 to $ 1.92 billion in 1997-98. 

• Foreign resource inflows face an uncertain future because of sluggish growth in 
northern economies, and the diversion of resources to the former socialist countries. 

• Export growth will also be affected by the overall uncertainity hanging over world trade 
because of slow progress in GATT negotiations.  

 
Given these uncertainities, improvement in the trade and payments situation will hinge upon the 
use of an effective incentives package, and on the structural reforms already in hand, including 
import liberalisation, flexible exchange rates, and tariff rationalisation. Based on a set of 
optimistic assumptions, including the desired growth rate of GDP of 7 per cent, an inflation rate 
of 6.5 per cent per annum, world trade growth between 5 and 6 per cent per annum, and a policy 
of maintaining a favourable real exchange rate through an exchage rate depreciation of 3.5 per 
cent per annum, the projections in the various sectors are: 
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• 10 per cent annual growth in exports, mainly through increases in value added exports 
(particularly textiles), light and medium engineering goods, and sports and surgical goods. 
The share of primary commodity exports is projected to decline from 10.7 per cent in 1992-
93 to 5.7 per cent in 1997-98. 

• Import growth of 5.2 per cent per annum. The growth will be biased in favour of capital 
goods and raw materials. 

• Current account deficit will decline from its curent level of $ 2.27 billion to $ 1.82 billion in 
1997-98, i.e. from 4.2 per cent of GDP to 2.1 per cent. 

• Long term debt is projected to rise at an annual (nominal) rate of 8 per cent per annum, and 
at a real rate of 6.4 per cent; accordingly the debt to GDP ratio will decline from the existing 
34 per cent to 31 per cent. 

 
The above was a summary description of the assumptions and analyses used in the overall 
formulation of the eighth five year plan. The upshot of this forecast is that unless a number of policy 
and institutional reforms are introduced and sustained, the economy will begin to hit against 
structural constraints, including most notably the three gaps in conventional macroeconomic 
analyses, between savings and investment, in the government budget and in the balance of 
payments. In the absence of necessary reforms, the gaps will force inflationary pressures, retard 
the growth rate and place a squeeze on critical infrastructure sectors. 
 
Given that structural reforms have a long term orientation, it is necessary that they be incorporated 
into the planning process itself. This is reflected in the emphasis placed in the eighth plan on good 
governance. 
 
Plan Objectives 
The overall objectives of the eighth plan, remain, as in the past to enhance substantially the 
economic and social well being of the people as envisioned in the idea of an Islamic Welfare state. 
This would be done in a sustainable manner that does not jeopardise the long term growth potential 
of the economy. The long term perspective implies the inclusion of environmental concerns as well 
as those of social and economic justice directly into the plan objectives. Finally, the process of 
economic growth has to be accompanied by one of institutional development and institutional 
reform, so that there is a match between the public and private sectors of the society, and that the 
benefits of growth are not undone by the inability of the public sector to provide services and 
functions that cannot be supplied by the market. This translates into five major objectives: 
• Economic: Raising per capita incomes by increasing the rate of economic growth above its 

historical average of 6 per cent per annum, while maintaining macroeconomic stability. 
• Justice: Social and economic justice in the form of alleviation of poverty, improvements in 

human resource development (particularly in access to social services of adequate quality), 
generation of emloyment opportunities, ending discrimination against women and 
vulnerable groups, encouraging broader participation of of all people in the development 
process, and establishing a rule of law. 

• Conservation: Maintaining a proper balance between the natural resource base and the 
volume and nature of human activity, by taking steps to reduce population growth, 
introducing policies and establishing institutions that will make industrial and economic 
growth consistent with resource conservation, and redressing the ill effects of past neglect. 

• Governance: Improving the efficiency and accountability of public institutions through 
decentralisation, devolution of powers, and the establishment of systems of monitoring; 
streamlining the system of regulation of public functions; strengthening civic institutions for 
common property management; supporting and involving NGOs in community development; 
improving the system of collection, dissemination and management of information; 
srengthening and supporting lower level executive and judicial institutions; involving the 
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mass media in mass awareness programmes to strengthen public functions; improving and 
streamlining the incentives available to public functionaries. 

• Strategic: Ensuring the security of the citizens. This includes in particular the objective of 
self reliance in strategic areas, such as food security, energy, defence production and 
public finance. 

 
Economic Objectives 
The major plan objectives in the area of economic growth and stability include: 
• GDP growth of 7 per cent per annum, and correcponding growth rates of 4.8 and 9.9 per 

cent respectively in agriculture and industry. 
• Inflation rate of 6.5 per cent per annum. 
• Reduction of budget deficit from 6.6 to 5 per cent of GDP. This is to be achieved by an 

increase in the share of public revenues in GDP from 18.33 to 20.5 per cent, and of 
government expenditure from 24.9 to 25.5 per cent. 

• Reduction of current account deficit from $ 2.27 billion (1992-93) to $ 1.82 billion, i.e. from 
4.2 to 2.1 per cent of GDP. Contributory elements are export growth of 10 per cent per 
annum, including an increase in share of manufactured exports from 80 per cent (1991) to 
88 per cent, and a corresponding decline in the share of primary commodity exports from 
10.7 per cent (1992-93) to 5.7 per cent; and a slowdown in the rate of growth of imports to 
5.2 per cent per annum.  

• Reduction of debt to GDP ratio from 34 to 31 per cent. 
 
Justice 
The objective of justice covers both social and economic justice. Conventional objectives of 
economic jutsice include improvements in income distribution, poverty alleviation, provision of 
social services (education, health, nutrition, clean water and sanitation) to the mass of the 
population, and the generation of adequate employment opportunities. The concept of social justice 
includes ending discrimination against women and vulnerable groups, encouraging broader 
participation in the development and political processes and a broader sharing of the fruits of 
development, and the establishment of a rule of law. The latter are not only social objectives; they 
have very strong economic consequences. Indeed, no country with grossly discriminatory, unequal 
and unjust practices has experienced sustained growth. In this sense, it could be said that justice is 
a wealth creating activity. Resources diverted into this area are socially productive in that they help 
generate additional resources. 
 
Some specific targets in this area may be mentioned: 
• Reduce the proportion of poulation below the poverty line to ?? per cent. Reduce moderate 

to severe malnutrition by 50 per cent. 
• Increase life expectancy to 63 years, and lower infant mortality to 80 per thousand. 
• Provide one community health worker in each village, a BHU in each Union Council, and one 

hospital bed for every 1333 persons. Achieve full immunisation of infants and mothers. 
• Provide potable water to 75 per cent of the rural and 100 per cent of the urban population; 

and sewerage facilities to 50 per cent of the rural and 80 per cent of the urban population. 
• Increase literacy rate from 34 to 50 per cent. 
• attain universal primary enrollment in the first year class for both boys and girls. 
• Participation?? 
• Discrimination?? 
• Justice?? 
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Environmental Conservation 
The objectives of environmental conservation are being pursued through the National 
Conservation Strategy. This involves concerted action in fourteen core programme areas, in 
addition to cross cutting areas such as institutional development, the creation and stregthening 
of a legal and regulatory framework, the provision of appropriate incentives, and the initiation of 
a mass awareness campaign in collaboration with the mass media. Some specific objectives 
are: 
• Reduction of the growth rate of population to 2.77 per cent from its current level of 3.1 

per cent, and a corresponding reduction in the fertility rate from 6.0 to 5.6. 
• Increasing the area covered by forests from 4 per cent to ?? per cent. 
• Establishing pollution monitoring facilities in all major cities? 
• Providing clean water to ?? per cent of the population. 
• Bringing all future industrial investment under to purview of environmental legislation. 
• Introducing environmental subjects into school and college curricula. 
• Reducing the number of cigarette smokers from ?? to ?? per cent of the population. 
• Increasing energy efficiency from ?? to ?? BTU per Rupee of GDP. 
• Establishing ?? national parks and protected areas. 
• Increasing agriculture yield per unit of water use from ?? to ?? calories per cubic metre. 

 
Governance 
Virtually all the above initiatives will require some for of institutional change or institutional 
reform. The modalities of such reform are discussed separately. Here, a few specific objectives 
in this area can be mentioned. 
• Establishment of community organisations (village organisations) in ??? villages in ?? 

districts. 
• Establishment of participatory institutions of governance of local health and educational 

services. 
• Local government reform. 
• Local judicial reform. 
• Establishment of systems of monitoring and information collection on sectors of national 

importance. 
• Computerisation and public dissemination of important public information, including 

detailed budgets of public institutions, censuses and surveys, price information, 
corporate balance sheets, and information pertaining to the performance of public 
agencies. 

• Computerisation of confidential information of public relevance especially in the 
functioning of financial markets, including credit histories, asset ownership, tax returns, 
asset prices and returns. 

• Computerisation of libraries and other archives of information in the public domain. 
• Administrative reform. 
• Establishment of clear property rights, of individuals as well as communities, in local 

natural resources. 
 

Strategic Objectives 
While in the long term, the goal of self-defence and independence can be realised only if there is 
sustainable and just development, in the short run it translates into dfensive readiness and self 
reliance in strategic areas. Self reliance here does not mean complete autarky, but rather a 
confidence in one's ability to pursue one's goals. In the short run this confidence is affected 
adversely by the reliance on foreign aid and foreign resources, and also, given the uncertainty 
of foreign resource inflows, by the reliance on imports of such critical items as foodgrains 
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(mainly wheat and edible oils), hydrocarbons, and defence products. As such, in the short run, 
the objectives of development policy include:  
• Maintaining a state of defensive readiness. 
• Reducing reliance on foreign aid and foreign resource inflows from the current 5 per 

cent of GDP to 3 per cent by 1997-98. 
• Achieving self sufficiency in wheat production, and in general in food production. 
• Increasing the share of indigenous edible oil production to 45 per cent of demand from 

37 per cent in 1993. 
• Meeting 75 per cent of demand for hydrocarbons from indigenous sources. 
 
Plan Strategy 
The emerging shift can be described as one from direct control to that of partnership. The shift 
towards a regime of partnership between the government and the private sector is the basis of 
recent structural reforms of privatisation, deregulation and liberalisation. However, these 
reforms also need to be buttressed by investment in institutional strengthening. This is the case 
encourage effective financial intermediation without creating the risk of fraud or 
mismanagement for individual depositors or that of economic instability for the economy. 
Second, is the effective monitoring of the environmental costs of economic actions.   Third, and 
most importantly, private sector institutions work best only where the enforcement of contracts 
is underlain by reliable, effective and speedy judicial institutions at the lowest level. 
 
The need for a second form of partnership, between government and local communities, has 
been recognised in the wide public support for community development initiatives led mainly by 
NGOs. Community organisation is also a central recommendation of both the national 
conservation strategy (NCS) and the social action programme (SAP). 
 
A third form of partnership, between the government and public at large, is envisaged in various 
public awareness campaigns on the issues of environmental conservation, afforestation, 
pollution, smoking, narcotic use, and energy conservation. This also involves a partnership 
between the government and the mass media 
 
Finally, there is a new sense of partnership within the government itself. It is now recognised 
that no target can be achieved by a single ministry, agency or tier of government. In virtually 
every case is a need for partnership and cooperation between various agencies. In some cases, 
as the basis for more effective cooperation between the federation and the provinces, the 
requirement was the resolution of long standing disputes through the awards of the National 
Finance Commission and the Indus Waters Commission. These can enable each institution to 
attend to its obligations more assiduously. 
 
In a few other cases, a similar dispensation would be needed to clarify the spheres of 
responsibility of individual units. Examples include the division of powers, responsibilities and 
financial resources to local governments. In other cases, what is needed is the establishment of 
coordinating and monitoring institutions; these can ensure the proper fulfilment of contributing 
targets by individual agencies. For example, given that the objectives of the national 
conservation strategy can only be achieved through a sustained cooperation between various 
agencies of the government, as well as between the government and NGOs and private sector 
organisations, the immediate goal is to establish institutions that can facilitate cooperation 
between these. 
 
In both these cases, however, the structural reform of individual government institutions would 
become necessary. This would include attention to training, supervisory systems, management 
information systems, and appropriate incentives. 
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With this background, we turn to the specific features of the eighth plan. As in the past, the 
centrepiece of the plan is a public sector development programme. In addition, this time, there 
is an outlining of an agenda of policy reform, institutional reform, the establishment of legal and 
regulatory base, and the development and strengthening of the information base for public 
functionaries, whether inside or outside the government. 
 
Public Sector Development Programme 
The eighth plan envisages a shift in investment from public to the private sector. The share of 
the Public Sector Development Programme (PSDP) has therefore been substantially reduced 
below that in earlier plans. However, as the government withdraws from the industrial sector 
towards social and physical infrastructure, and indeed as it begins to encourage private sector 
participation in the latter sector as well, it will still continue to play a dominant role in such 
sectors as water, the social sectors, agricultural research, and the protection of the public 
interest through monitoring, evaluation and selective regulation. 
 
The budgeted component of the PSDP includes the entire programme of the National Highway 
Authority (NHA), and the foreign loans borrowed by the government and relent to organisations 
in the process of being privatised, namely WAPDA and OGDC. However, the entire development 
programme of Pakistan Telecommunications Corporation (PTC) is excluded from the budget. As 
such, the total public sector development programme of Rs. 634 billion is larger than the 
budgetary charge of Rs. 471 billion. The remaining Rs. 163 billion will be financed by the 
autonomous corporations from their own resources. The position is summarised in Table 8 
below: 
 
Table 8: Public Sector Development Programme, 1993-98 (bn Rs) 

Agency  Budget Others Total 
Federal 
Ministries 

246.00 .. 246.00 

Provinces 162.80 .. 162.80 
Corporations 62.20 163.0 225.20 
Total 471.00 163.00 634.00 

 
Policy Reform 
The eighth plan envisages the continuation of a number of recent policy initiatives, and the 
introduction of some new ones. In the area of trade policy, the recent shift to export promotion 
and import liberalisation will be continued, tariff barriers will be reduced gradually and non-tariff 
barriers eliminated, tariffs will in general be rationalised to ensure efficient allocation of 
resources. 
 
Fiscal policy will be shifted towards direct taxes through appropriate reforms in tax rates as well 
as in the system of tax administration. Efforts will be made to simplify and streamline the tax 
system. After the NFC award, the provinces have complete autonomy to pursue their 
development agendas. A similar dispensation will be needed to ensure that local government 
can also achieve autonomy. 
 
Administered or regulated prices will be phased out gradually. Where necessary in the public 
interest, price stability will be pursued through timely dissemination of information, support for 
storage and inventory investment, or through open market operations. 
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Institutional Reform 
The above policy reforms will be supported by support for appropriate institutions of 
governance. The policy of privatisation and deregulation will be continued. It will be supported 
by the creation and strengthening of institutions of corporate governance to protect the public 
interest. These include regulatory institutions for supervising the functioning of assets markets 
and financial institutions (mainly through the State Bank), environmental protection agencies 
(EPAs), and consumer protection agencies of various types. 
 
As much as possible, the provision of local services will be entrusted to local government 
institutions or community based organisations at the local level. These institutions will also be 
given the power to raise their own resources for providing the services. The role of NGOs in 
facilitating community development will be strengthened through financial support as well as 
technical assistance. 
 
A major obstacle to effective governance is the inability of the government to collect enough 
revenues. This can no longer be resolved, as in the past, by the imposition of more taxes, given 
that the key obstacle is not the tax rate, but rather the ability to collect the tax. A serious 
initiative on tax reform will be undertaken during the eighth five year plan. This will include all 
four elements: internal as well as external supervisory institutions, information and training, 
infrastructure and support, and the provision of incentives for improved performance. In 
addition, the legitimacy of tax payment will be enhanced by linking specific taxes to 
performance, and by initiating a mass awareness exercise. 
 
The general improvement of the administrative system through reforms of the type mentioned 
above will also be a priority of the eighth plan. Priority areas will be those of the administration 
of justice, and education and health institutions. 
 
Legal and Regulatory Base 
All institutional reforms require a legal basis in order to be effective. A series of legislation on 
economy related issues is envisaged. It includes the reform of bankruptcy laws, introduction of 
environmental laws, laws to ensure the independence of the State Bank of Pakistan in order to 
move towards a market determination of interest and exchange rates, laws that continue the 
trend of greater fiscal autonomy of provinces and local governments, laws to ensure free entry 
and exit into markets, and laws to empower institutions of accountability and monitoring in the 
civil society, such as school and hospital boards in urban and rural localities. 
 
Information Base 
Effective decision making requires the timely availability of information. The trend towards 
privatisation, decentralisation, and devolution of power can be sustained and effective only if it 
can be matched by the generation of information that is needed by the new decision makers, 
and also the information that would be needed by public agencies entrusted with protecting the 
public interest. In general, this means the generation of more decentralised information, 
information linked to specific institutions, information on market trends, information on credit 
and asset markets, price information, and others. 
 
As the volume of information becomes larger, it would also become necessary to organise it in a 
manner that can make it useful and relevant to the user, and to make it available to the user. For 
this purpose, much information would have to be organised through electronic form, and 
disseminated to users free of cost. This will require substantial infrastructure investment by the 
government. 


