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In the subject of economics the “growthmanship” has become certainly
important in the sense that performance of any economy cannot be analysed
without assessing the acceleration of national outputs and incomes.

Rulers can lose their dignity if their economic growth performance
dwindles on the global scorecard.

Given its fundamental role in assessing the country’s performance, it is very
much important to discuss the structure and causes of growth. In this
perspective it is important to discuss:

i. Performance of major components of growth (Services, Manufacturing and
Agriculture)

ii. Contribution of major components in growth i.e. Services, Manufacturin
and Agriculture and also the contribution of Consumption, Investment an
Net exports

iii. Sectoral share in GDP
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Sectoral Analysis of Growth ===

e Real GDP has got the momentum after 2009 but it is still below 2007-08
level
e Trade deficit is one of the serious issues for Pakistan and most of the time

negative acceleration can be observed in the net exports.
Aggregate Demand Approach

Production Approach
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* For the last 19 years composition of GDP has not changed

GDP Composition 1985-86 GDP Composition 2014-15

Agrxuliure,




Investment and Growth

8 The development process can be facilitated by moulding the domestic
savings into investment which will then merged into growth process.

8 Similar to many other developing countries, one of the major
bottlenecks, which is hindering the economic growth in Pakistan is
the existence of low saving rate

b Investment saving gap has been creating severe problems in
maintaining current account deficit.

o Low saving rate >> higher reliance on foreign savings to mobilize the
investment >> higher will be the current account deficit

b The foreign savings are needed to finance saving investment gap,
reflects the current account deficit in the balance of payments.




Investment and Growth
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* Investment Saving Gap has been improved and it is also replicated in the
declining Current Account Deficit of Pakistan.
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Investment Climate

Policy Research Institute of Market Economy
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* Energy crisis in Pakistan has been severely effecting the business climate for the last several years.
» After 2005 there was a structural shift in the energy consumption and Gas has got the larger share but
after that Natural Gas shortfall has been on the rising trend.

Share of Transport and Power in
UilfPetroleum Consumption
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114 -8

Starting a Business 122

Dealing with Construction 61 63 +2

Permits

Getting Electricity 157 157 No change
Registering Property 137 137 No change
Getting Credit 133 128 -5
Protecting Minority 25 24 -1
Investors

Paying Taxes 171 171 No change
Trading Across Borders 169 168 -1
Enforcing Contracts 151 151 No change
Resolving Insolvency 94 92 -2



Agriculture

Bl Agriculture has a glorified record in the develop’ment
process of several countries including China, Australia,
India etc.

B One of the crucial factors behind the effectiveness of
agriculture, in development process, is the access to assets
i.e. water, land and human resource.

B Agriculture in Pakistan is facing some serious problems:
X Production is not sustainable
X Fluctuations in Per Acre Yield

x With climate change, leading to rising uncertainties in rain
fed agriculture and reduced glacial runoff, availability of

water is becomini increasinili critical.
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 Per acre yield is not sustainable T
» Beside several other factors, crop production is highly dependent upon the availability
of water
 Availability of water is improved in 2012-13 but it is still following a negative trend i.e
accelerating at -5 % Million Acre Feet (MEF)

Per acre yield of major crops(% growth) Surface Water Availability
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O Taxation system in Pakistan is inefficient in the sense that it is mostly
incapable of funding the necessary government expenditure

O Tax system is complex, inelastic, unfair and inequitable.
O On the expenditure side:
x Interest payment is the largest single item of the expenditure

x Security related expenditure will continue to rise, continuation of war on
terror

x No resolution of Power Sector Subsidies
x No resolution of Circular Debt
x No resolution of PSEs

O Politicians hate to collect taxes but love to spend and as a consequence of
this we have:

x Budget deficit
x Public debt
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* Fiscal Deficit has shown a minor improvement in 2014 and the
major reason behind this was the issuance of $1 billion Pakistan
International Sukuk.

Fiscal Development
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Debt Profile of Pakistan ===
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1scal Irofile of Pakistan
(in tnlhion of PKE and percent of GDP)
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Fiscal Profile of Pakistan ot
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The Elusive Freedom
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