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Reinventing the Obvious
Tahir Dhindsa
tahirdhindsa@yahoo.com
The Planning Commission of Pakistan has given a new
framework growth strategy to the Nation, emphasizing
market development with a 360 degree approach,
including an emphasis on human resources. Before the
strategy can be put to test six critical changes have been
identified that need to be introduced to strengthen a linkage
between the Planning Commission and the government.
These are:
1) Strengthen the Medium-Term Development
Framework
(MTDF) and the medium-Term
Expenditure framework (MTEF) for setting priorities in
line with the growth strategy and reform agenda
2) Support a unified result-based budget preparation
process
3) Decentralize responsibility for projects
to line
ministries
4) Redefine the planning Commission's role and processes
in respect of major capital projects
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5) Establish a result-based monitoring and evaluation
process
6) Planning Commission should lead the reform and
change process through identification and advocacy of
critically required changes in policies
It is hugely apparent that these six key reforms are a
prerequisite for the adoption of any strategy, let alone the
proposed framework for economic growth strategy. There
two critical questions need to be answered, before the given
strategy assumes any meaning beyond its academic
meaning in economic literature. These questions are:
1) Who will bring about these changes, which are poised
on a collision course to the current political and
bureaucratic elite?
2) Who will define practical steps to be taken for the
implementation of the growth strategy, which is crudely
generic in its presents form?
Even without answering these questions, the proposed
framework for economic growth is insufficient. For the
implementation of this strategy political consensus is
needed, which is a new political agreement, rather than
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reinventing the wheel. The proposed framework is
asking for change that will leave no place for any
politically motivated 'special development package,'
designed to cater to constituency politics. Above all it
will force a supply side solution that in the initial phase
might ignore the political interest of the ruling elite.
The strategy stands on three pillars that are presumed
to have an umbrella rooftop resting on them, under
which the quality of citizens' lives will improve,
bringing the incidence of poverty down from its
current phenomenal rise on the scoring ladder.
The three pillars are: 1) promoting commerce, 2)
changing the rural character of the country to urban
clusters and, 3) Creating jobs for the youth bulge of
about 100 million in the urban center clusters, which
may migrate to these cities in search of employment.
Obviously, the urbanized youth will be employed in
retail outlets and manufacturing activity that may take
place. For all this to happen, a massive and a
continuous civil service reforms process has to be
initiated, so that governance of all this transition should
be ensured. Without good or rather excellent
governance, creative cities will lose their creativity and
color and, the vibrant markets will become dormant,
once again.
The framework might work, but it may not deliver the
end product: reduction in poverty. It may cause some
fiscal growth before ultimately becoming obsolete, like
all other time-bound-age-specific models, eventually
bracing problems that many western countries and
economies are facing at the moment; “dependence of
unsustainable urban markets on ever increasing debt
driven financing.”

a rather dismal story, where in its domain abuse of
dominance and other free market maladies are
rampant. The regulatory institution itself after a
credible progress has regressed to the will of the market
players, many of whom are driving parliament, and
occupy other important posts. The tenure of the
incumbent chairperson of the CCP has expired on July
25thof this year, from whereon, she is the Chairperson
under an executive order of the controlling ministry, till
further order. Actually, like the Governor State Bank of
Pakistan, post of the Chairman CCP has a
constitutional tenure, which can be extended for two
terms till the age of superannuation. By not specifying
the term and tenure, the government is accused of
violating the constitution of the Islamic Republic of
Pakistan. At the moment no market in Pakistan is free
by definition. A simple demand and supply situation is
determining prices, often to the benefit of those, who
have the power to abuse customers through price
fixing in the market. In a matching response the CCP, in
its Annual Report it has allocated a whole chapter in
praise of the Finance Ministry, which has to take a
decision about the job continuation of the
Chairperson, after the time under the executive order
of-“till further order”- expires. The weakness of the
Commission as a direct result is obvious in its orders.
Even if the free markets are vibrant, they need inputs
for the industrial clusters to form and grow around
them. They need raw equity in some form. For
Pakistan, agricultural land and unskilled labor force are
the two equity assets, available. The proposed
framework for growth, do not speak for them. At the
moment agriculture is about 23 per cent of the GDP,
and over the next decade or so, the bulk of the future

Before doing anything at all,
one question needs to be
answered thoroughly. Should
we reform our system, or
build another edifice, with its
own peculiar set of problems,
still not unknown to the policy
makers?
Vibrant Markets
The framework, talks about
market reforms. Creating
efficient and vibrant markets
will be an effort and then, free
market will take care of
everything else than ensues.
The experience of the
Competition Commission of
Pakistan as a regulator tells us
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their own hands. Revival of the 'district
magistrate,' system in Pakistan is living
proof of the argument.
Prototyping and Piloting
Any strategy that affects the population
and has huge impact, in terms of success
or failure and needs to be implemented
through a process chain, which is
developing a prototype and piloting the
initial project.

labour force will be unskilled. If these two equity
sources are not fully absorbed, the overall growth
paradigm will remain unpredictable. And if, this bulge
of unskilled labour force is forced to migrate to urban
centers, the population absorption pressure will be a
problem, even in the domestic commerce market
model of metros'.
Reforming the Reformer
In the presence of a frail political system, continuity of
which has been interpreted many a times in the past
decades, the bureaucracy is entrusted with the
implementation of the agenda items, one of which is
the new framework for growth. Civil service in
Pakistan is a symbol of recruitment on merit and policy
continuity. Over the years it has started acting as de
fecto government. Many past presidents like Ghulam
Ishaque Khan and Sardar Frooq Ahmad Khan Leghari
were bureaucrats, in their first careers.
Former governor, State Bank of Pakistan,
Dr. Ishrat Hussain is another important
name.

Opportunity in Disaster
The 2010 floods are a real opportunity
in their aftermath for prototyping and
piloting. These mega floods, caused
destruction across one fifth of the land
area of Pakistan, which is 796,095
Square Kilometers. Many urban city
centers have been destroyed. At least
$10.85 billion are required to rebuild the
infrastructure back to the previous level. This process
of rebuilding back to normal can be envisaged as a
prototype on a real life scale and entire Pakistan can be
a pilot project for the proposed growth strategy. The
damage and Need Assessment Report prepared by the
World Bank has provided “Pakistan Floods Emergency
Response Plan,” with a clear objective, “To provide the
strategic underpinnings for medium-to-long-term post
floods reconstruction, recovery planning ,
prioritization, and programming.” The reconstruction
plan can easily be dovetailed with the proposed
framework for economic development. This
opportunity is being overlooked at a time, when
opportunity is knocking at the door. Civil service
reforms may also be evaluated in reconstruction of
flood affected areas.

Now, success of the framework depends
on quality governance brought in vogue
by the bureaucracy, for which it has to
be reformed first. 'Civil Service Reforms,'
are central to the success of the
framework.
Already, there is a
considerable resistance to the reform
process offered by the bureaucracy.
Necessary civil service reforms means
clipping unbridled powers of the
bureaucracy. Handing over power has
never been a voluntary process. It is
even harder to ask the bureaucracy to
grow smaller in stature and that too by
Sustainable Development Policy Institute www.sdpi.org
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Quest for a New Growth Strategy
Dr. Vaqar Ahmed
vaqar@sdpi.org
Pakistan has for a very long time followed an economic
system characterized by three elements: a) aid-led
public investment, b) heavily regulated markets, and c)
sector-picking through a distortive subsidies and
taxation regime. Such a growth strategy has resulted in
sporadic growth usually created by external resource
inflows. If one looks at the growth history of Pakistan it
is clear that: a) growth volatility added to uncertainty in
the medium and long run, b) there has been a falling
long run average growth rate since 1970s, and c)
continuous emergence of boom-bust cycles in the
absence of structural reform. All in all one does not see
a long-term, consensus-based thinking on economic
growth in the country. In order to move in this direction
it is important to answer a few essential questions.
What are the key constraints to economic growth in
Pakistan? The challenges currently faced by the
country can be grouped
under: a) market failure,
and b) governance
failure. While the former
is primarily concerned
w i t h l a c k i n g
competition in Pakistani
markets and absence of
innovation and
entrepreneurship at the
firm level, the later is
concerned with poor
contract enforcement
and property rights,
distortive taxes and
subsidies, and lacking
software of economic
growth. The importance
of growth software has in
fact never been realized
to its fullest. While
hardware of economic
growth implies the
infrastructure
availability in the
country, software is
about how one efficiently and productivity utilizes the
available infrastructure. The current service delivery
crises in energy, water, transport and even social
sectors are not so much about non-availability of
capacity but the way we manage and organize the
existing capacity.
Why an urgency now to debate about growth strategy?
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Projected population numbers indicated that Pakistan
will see a bulge in the working age groups in the
coming 40 years. This phenomenon called by some as
the demographic dividend increases potential
productive capacity of a country. However if economic
growth is not leveraged on a higher trajectory then the
coming demographic changes will imply rising
unemployment, shortage of assets and difficulties in
competing with neighboring South Asian countries-which are also benefiting from younger populations
during the same period. In a few decades this youth
will age and there will not be enough economic
reserves to provide care for an ageing population.
What is the minimum economic growth rate required
by Pakistan for absorbing increasing working age
population? The long run projected labor force growth
in Pakistan is around 3.5 percent. Planning
Commission estimates that in order to absorb only the
incremental labor, we will require an annual real GDP

growth in the vicinity of 7 to 8 percent sustained over a
20 years' time horizon.
Can Pakistan achieve economic stabilization and
growth simultaneously? Implementing a stabilization
program does not necessarily imply that economic
growth in the country will stagnate. Many of the factors
holding back the GDP growth are institutional or
policy-based in nature, and require correctional
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measures rather than the application of large amounts
of financial resources. Thus, stabilization and growth
can be engineered simultaneously.
What may be a possible roadmap for driving the
economy on a high growth trajectory? In the short term
all efforts have to be geared towards getting the
economy back to its potential growth rate. This will
involve: a) macroeconomic stability (particularly
stability of prices, resource mobilization and
expenditure management in public sector), b)
removing key constraints faced by productive sectors
(energy and related infrastructure management
issues), and c) utilization of existing capacity (several
large scale manufacturing sectors currently operating
at 50 percent capacity utilization). In the longer term
the focus should be towards increasing economic
potential for achieving competitiveness. This will
require a focus on productivity which has been missing
due to lack of innovation and entrepreneurship across
the board.
What may be the key pillars of a productivity-led
growth strategy? One has to start with a governance
and institutional reform agenda which should largely
focus on: a) process reengineering (address outdated
regulations, remove multiplicity of processing layers),
b) performance based governance and devolving
powers, responsibilities and resources to lower tiers of
government for better service delivery, and c) restoring
talent in civil service through improved structure and
incentives. The governance agenda needs to be
complimented with four key initiatives which include:
restoring competition across all markets, improving
connectivity particularly through incentivizing use of
ICT services, urban management which makes cities
entrepreneur-friendly, and youth and community
engagement in order to ensure inclusiveness.

Memo to Hafeez Shaikh: Do Not Be
Afraid of Thinking
Dr. Nadeem ul Haque
nadeem.haque@pc.gov.pk
At a recent meeting
with Hafeez Shaikh,
the new Finance
Minister of Pakistan,
some of our best
economists came up
with the perspective
that, “Research and
inquiry is not
necessary, we know
it all. We need to act
and not think.”
Alternatively, “we
know it all! The only problem is that no one will
implement what we are suggesting.”
I found this a little disturbing. So I asked some “what is
it that we know?”
<
The usual

answer the World Bank or some donor
report knows it all. This raises a number of issues
that need to be understood and discussed.
<
All the donor recommendations are excellent and
can be fully implemented off the shelf.
<
All donor consultants who completed those
reports are of the best quality.
<
All donor consultants know all local conditions.
<
All solutions can be borrowed there is no local
innovation possible.
<
There is no need for a domestic review, critique or
discussion of this excellent work.
Let us count some donor successes for these people:

While one cannot put a deadline on the current
security threats faced by Pakistani people, however
one can certainly seek inspiration from other war zone
economies which have managed to keep the
economic growth buoyant despite external and
internal security threats. There are three universal
commonalities amongst countries that have
succeeded. These countries invested in their people,
were able to do business with others, and relied upon
competitive markets as drivers of growth. In order for
Pakistan to join the league of such countries an equal
emphasis will be required on accumulation of
physical, human and social capital.

<
Social Action Program which the Bank itself would

The National Institutional Adviser at Planning
Commission of Pakistan. The usual disclaimer applies.

The proponents of 'no think, follow the donor'
approach' would say, the fault was not in the design but

like to forget.
<
The foreign currency debacle that both the World

Bank and the International Monetary Fund would
like to leave behind.
<
The civil service reform program that sent people
to Harvard at great expense with no end in mind.
<
The National School of Public policy that merely
changed nomenclature at great expense.
<
The Access to Justice that spend millions on the
Project Implementation Unit.
I could go on but let us leave it at that.
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in the implementation. Convenient!
Even if I accept that let me ask should we not then do a
study to apportion blame on where the fault lies in the
design or the implementation? After all a failed policy
could be due to poor design or poor implementation
or both! Only research could determine what weight
should be placed on design or implementation or
policy failure.
So no matter where we go there is a need for study and

research. To leave all thinking to the donor and all
implementation to the locals is a poor approach to
policy can in no way lead to good policy. After all,
cookbooks alone do not make Michelin chefs.
No matter that in this rush to act, we created the
Foreign Currency Deposits (FCD) problem, created a
half chewed local government scheme, protected car
monopolies, created hotelling monopolies, built up
housing scheme scams and so on and so forth. This
simplistic approach has led
us to crisis after crisis.

Change

Donors who are preeminent in policymaking
tend to fuel this creed.
Donors define the agenda
for these activists and the
agenda seems to be heavily
in favor of activism. Donors
argue that â€œprescriptions
are easyâ€• mimicking the
activist creed in the country.
The donors know it all.
Unfortunately we are not
implementing it. According
to them, the problem has
always been the
implementation capacity in
the country and not their
prescription.

Change

Yet the advanced countries
do not agree that
prescriptions are easy. They
have an enormous
infrastructure for generating
policy research and
discussion. Unlike us, they
have deep teams for
developing policy thinking.
Whatever policy initiative is
taken is well researched
frequently debated. Political
parties, even in opposition
maintain think-tanks for the
development of policy
initiatives to be used when
they come to power.
Why is it that the policy in
the industrial countries has
been following academic
thinking and not activism?
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Keynesianism prevailed for a long time and when it lost
the academic debate to the market based system,
policy changed. It seems that research leads policy and
that policymakers do not seem to rush into the most
easily available prescription.
Why should prescription and implementation be
separated? A good analysis will take into account the
prescriptive and implementation aspects of the
particular situation. All analysts worth their merit will
examine the practical aspects of their prescriptions. To
separate the two is, at the minimum, naive.
Given our current state of understanding of sociopolitico-economic processes, we should be more
humble and inquiring and not claim that 'prescriptions
are easy.' On the contrary, the hypothesis can be
advanced that the reason that change is so slow may be
because of our cavalier attitude towards prescriptions
and the prescription-making process.
Yet, simplistic schemes are bandied about by our
esteemed columnists: fix the deficit, get the macro

right, increase development expenditures, get
education right! Yes these are all truisms that no one
can disagree with. But the issue is doing any of these
will require a lot of thinking research, planning, and
maneuvering. And all these activities will require a
large number of very competent people involved in
basically research, implementation and evaluation at
various levels. Even implementation has to be based
continuous evaluation and revision which in itself is
research.
What should be done? There are no shortcuts.
1. First, we must build up thinking and debate into
policy.
2. Second, we must build teams in institutions. Most
institutions remain one-man affairs with no
coherence or depth to the team. These heads
remain totally insular and are not subject to any
form of peer review. Why is there no policy debate
in Pakistan and why are their no teams in various
institutions that will define and debate policy in
their sectors?
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3. Finally, our thinking community must write more
well-researched and informed critique of policy
rather than blame it all on Musharaf, Shaukat, NS
or BB. What happened in the FCD crisis? Who was
responsible and why? How did the IPPâ€™s
happen? Why was such a strange pro-monopoly
policy on cars and hotels developed? Why are our
urban development laws so archaic? What is
wrong with the archaic cooperative law that it
continues to plague us in the current housing
scams and in the past coop society frauds?

Dear Mr. Hafeez Shaikh, certainly we need deeper
thinking than our current crop of technocrats
recommend!
1

Dr. Nadeem Ul Haque was the former head of the
Pakistan Institute of Development Economists (PIDE).
He blogs at Development 2.0 where this was first
posted. At the movement he is Deputy Chairman
Planning Commission.

The Last Word
Despite weaknesses of the framework for economic growth proposed by the Planning Commission, it is a good
effort at thinking outside the box. All policies are good until one observes their outcomes. Implementation should
be a part of the policy outreach package, in line with the ground realities. A policy framework without a structure for
implementation and a procedural plan is just a raw idea that needs to be refined. The third five year plan succeeded
because it had policy input, on what to do, and a policy input on how to do it. Lack of any such implementation
framework is obvious in the given growth strategy, in order to implement the strategy, the government is still taking
inputs from donors and other stakeholders, and that too at a rudimentary level. It is also very clear that the current
government's operational machinery needs a major overhaul before it is ready for the implementation of the
strategy. Therefore an academic discussion should begin for its improvement and refining, before its adoption. In
the end the major stakeholders should know details of the strategy before it is pushed upon them.
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