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Pakistan's E onomy
Shows Signs of
Improvement

By Absar Alam

ESPITE a worst global
Decnnumic crisis and
sanctions slapped by G-7
countries following its nuclear
tests in May last vyear,

Pakistan's economy is better
poised to steer out of the

troubled situation in the cur- .

rent fiscal year ending in June.

The structural reforms in-
troduced in the financial and
monetary sectors two years ago
have started to give results em™

wering Pakistan to success-
ully combat the economic flu
that caught most of the roaring
East Asian economies un-
guarded. :

The adverse effects of East
Asian countries, Japan, Korea,
Malaysia, Indonesia, Thailand
and the Philippines, were all
the more dangerous for Pak-
istan whose 13 per cent of the
total exports are destined to
this region. The crisis in those
East.Asian countries disturbed
the‘balance of payment posi-
tion which aggravated follow-
ing the sanctions by G-7 coun-
tries after Pakistan went nu-
clear in response to Indian nu-
clear testing in May last year.

Though the sanctions by the
G-7 countries are being lifted,
the East Asian crisis is not yet
over, in these turbulent
months, Pakistan's economy
not only absorbed the shock at
the external trade sector but the
impact of sanctions was also
overcome through better man-
agement of resources and im-
proved performance of the
economy,

The %rst half of the current
fiscal year (July-December] has
been a cha]Iﬂnginig period for
Pakistan but timely measures
averted a much bigger crisis,
Pakistan's performance in the
formulation and strict imple-
mentation of macro-economic

olicies and stractural reforms
EHE been well received by the in-
ternational lenders that in-
clude International Monetary
Fund, World Bank and the
Asian Development Bank,

A belier economic sirategy
guided by the IMF, WB and ADB
helped Pakistan to revive mul-
tilateral lending afler a sus-
pension of 7 months in mid-
January the IMF Executive
Board approved a $6 billion
bailout package for Pakistan
that included the resumption of
cash flow from the multilateral
sources and debl rescheduling
from Paris and London Clubs.

The approval of the IMF
package eased balance of pay-
ment pressure on Pakistan's ex-
ternal debt retirement besides
rejuvenating investors' confi-
dence that was shaken by the
sanctions.

In the years to come Pak-
istan is determined to sustain a
growth rate of 5 per cent or
more in order to create em-
ployment opportunities for a
rapidly growing population,

improve social indicators and
substantially increase per
capita income.

In consultation with the IMF
and World Bank, Pakistan in-
troduced macro economic sta-
bilisation policies anchored in
wide-ranging structural re-
forms to lay the foundation for
an environment of financial
stability and external pay-
ments. These policies are being
implemented in the context of a
three-year IMF programme for

the period July 1, 1997-June 30,
2000.

"Economic performance had
begun to show signs of stability
and growth through most of
1997 /98, and the country was in
its way to achieving the targets
for that fiscal year,” a recent
IMF statement said. "Most no-
tably, the economy witnessed
stronger GDP growth, lower in-
flation. and a mgjnr contrac-
tion in the external current ac-
count deficit."”

In 1997/98, Pakistan
achieved real GDP growth of 5.4
per cent while inflation was
contained to less than 8 per
cent. The external current ac-
count deficit narrowed sub-
stantially. These developments
reflected prudent fisc and
monetary policies, and strong
agricultural performance.

To strengthen the balance of
payments and lay the basis for
sustainable high rates of
growth in the years to come, the
government of Pakistan has
adopted a long-term pro-
gramme of macroeconomic
policies and structural reforms
which are supported by the IMF,
the World Bank, and the Asian
Development Bank.

According to this pro-
gramme, the macroeconomic
objectives for 1998-2001 are:-

Recovery in real GDP annual
growth from 3-4 per cent to 5-6
per cent over the medium term:

Reduction in annual infla-
tion to about 6 per cent in
2001/02 :

Reduction of the external
current account deficit from
about 3 per cent of GDP in
1998/99 to 1.5 per cent of GDP
in 2001 /02;

Stabilisation of the total
public sector debt-to-GDP ratios
improvement in social indica-
tors.

The budget deficit is targeted
to decline from 5.5 per cent of
GDP in 1997/98 to 4.3 per cent
of GDP in 1998-99, and to 3.3
per cent in 1999/2000. To
achieve this target, the envi-
ronment has already taken
several fiscal measures. Subsi-
dies in various sectors are also
being withdrawn.

€ monetary policy stance
is being geared toward restoring
confidence in domestic finan-
cial markets and ensuring a
steady flow of credit to the pri-
vate sector consistent with
growth and balance ol pay-

ments objectives. An alternpt is
being made to integrate the
credit markets and lmit the
scope of directed or subsidised
credit. The role of market
[orces in determination of the
exchange rate has been in-
creased.

Besides improving the fi-
nancial imbalances, the gov-
ernment is planning to take
proper steps in the next budget
to broaden the tax base, revamp
administration and implement
the restructuring plans for the
energy sector and other puhlic
enterprises,

The privatisation
other area where the povern-
ment wants to take quick deci
sions, The privatisation of fi-
«nnancial institutions. industrial
units, trade liberalisation. and
make further progress in devel-
oping market-based foreign ex-
change and payments system is
on top of the government's eco-
nomic agenda.
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A Road to Peace and Prosperity

HE Pakistan Muslim

League Government under

Prime Minister
Muhammad Nawaz Sharif
completed its second year in of-
fice on 17 Febru 1999 It has
been an eventfﬁyear domi-
nated by nuclear explosions,
first by India on 11 May 1998
followed by Pakistani 17 days
later,

The Indian nuclear tests sent
a shock wave through the world
that was overwhelmingly anti-
bomb. However, the Indian det-
onations did not surprise Pak-
istan because it had repeatedly
told the international commu-
nity that India was moving on
this course. But the world did
not pay heed to Pakistan's
warnings. The world apathy
earlier had encouraged India to
deploy missiles at the border
threatening the security of Pak-
istan.

The world led by US was now
apprehensive that Pakistan
might follow India and also go
nuclear. The world leaders per-
sonaily and through diplomatic

. channels sought Pakistan's as-

surances that it would not re-
spond to Indian explosions.

Nawaz Sharif was faced with
the toughest test of his leader-
ship. On the one hand was the
pressure from President Clin-
ton. Tony Blair and other heads
of governments urging Nawaz
sharif not to conduct nuclear
tests. On the other was the con-
cern of the people of Pakistan
who felt threatened by the In-
dian bomb and demanded an
adequate respanse. The emao-
lions were runmng high. Some
leaders of the public opinion
made the declaration that if
Nawaz Sharif did not explode
the bomb the people would ex-
plode him.

President Chnion argued
with PM Nawaz Sharif that by
conducting nuclear tests Pak-
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istan would lose a golden oppor-
tunity of reviving Pakistan's
faltering economy. He and

‘other western leaders made

promises of generous economic
aid if Pakistan would desist
from conducting nuclear tests.
President Clinton publicly
stated that if Pakistan exploded
the bomb the economic sanc-
tions prescribed under the
American laws would automat-
ically come into force. Many
other countries includin

Japan also warned Pakistan o

imminent economic sanctions
if Pakistan went ahead with the
explosion.

The Indian Government
leaders halhinﬁ; in the atomic
euphoria were literally goading
Pakistan to explode the bomb if
it had one. eir stance went
through a radical change in the
immediate post-explosion pe-
riod. They started issuing
threatening staterents on
Kashmir. They dared Pakistan
lo match the Indian explosions.
The public uproar in Pakistan
was understandable people re-
fused to accept anything less

than a befitting reply to the In- -

dian explosions.

PM Nawaz Sharif weighed
all the options. The nuclear
tests would mean economic
hardships and a setback to his
cherished %{}a] of making south
Asia a nuclear free zone. [f he
decided not to test the bomb. the
international commerce would
applaud him. However, the na-
tion would never be able to re-
cover from the state of demoral-
ization that had engulfed it af-
ter the Indian explosions. He
also knew that the nation
would never forgive him if he
took the wrong decision. Con-
sequently, brushing aside the
apprehensions about sanctions,
Nawaz Sharif decided 1o face
the challenge. Nawaz Sharif
explained it all to the world
ieaders who were urging him
not to conduct the nuclear test.
He did not deceive them but told
them frankly that he has no
option but to carry out the nu-
ciear test. He argued with them
that India, which had triggered
the nuclear race. has forced the
decision on him. Therefore, he
stressed upon them that Pak-

istan should not be punished’

with economic sanctions. How-
ever, the sanctions were en-
forced which are now being
lifted gradually.

Immediately after the deto-
nations, Nawaz Sharif an-
nounced a voluntary morato-
rium on further atomic tests. He
also expressed his willingness
to sign the Comprehensive Test
Ban Treaty (CTBT) provided
economic sanctions imposed
after nuclear tests are with-
drawn and the world support
the settlement of Kashmir dis-
pute. He made it clear that Pak-
istan would not sign the CTBT

in an environment of coercion
or pressure. He was hopeful that
Pakistan's cnnditiuns} would be
met to pave the way for signing
of the C%‘E!T by Septgmher lg'EQE.
Prime _Minister Nawaz
Sharif continued his efforts for
a durable peace in South Asia.
He has been urging the Indian
leaders that without a just reso-
lution of the Kashmir dispute
the people of India and Pak-
istan would continue to suiffer
economic and political insta-
bility. During the 53rd session
of the UN General Assembly Oc-
tober last year he met his In-
dian counterpart Atal Bihari
Vajpai. It was a crucial meeting
because it took place after a
lense Indian Pakistan border
situation and nuclear tests by
both sides. The two leaders in
the meeting agreed that peaceful
settlenent of the Kashmir and
other bilateral issues was es-
sential for an environment of
durable peace in South Asia.
Sharif's vii{urnus drive to-
wards establishing durable
peace and stability in the sub-
continent has been motivated
by his sincere desire to usher in
an era of economic prosperity
in the region. Being an action-
orientated leader. he has taken
some bold steps Lo ease tensions

between India and Pakistan. He
has encouraged people to people
dialogue so as to create a ten-
sion-iree atmosphere to con-
duct official negotiations. His
peace efforts climaxed on 20
February 1999 when the Indian
Premier took a bus ride to Pak-
istan on his invitation, Mr Vaj-
pai before emharldn% on his bus
journey had declared that
among other things he would
also discuss the Kashmir dis-
pute with his counterpart,

The second year also saw the
introduction of meaningful
economic reforms, A new strat-
egy for economic revival was
announced that is aimed at
‘macro-economic stability, high
ﬁruwih and investment, fiscal

iscipline, lower inflation and
export expansion. To achieve
these goals, tariffs have been
reduced drastically and quanti-
tative resirictions almost elim-
inated.

Nawaz Sharif firmly be-
lieves that creating job oppor-
tunities can best solve the prob-
lem of unemployment. Keepin

' this in mind he has introduce

two schemes to reduce unem-
ployment among the youth and
maﬂs:n then self supporting and
productive members 6f the so-
ciety. Under the Self-employ-
mernl Scheme the youth above
19 years can get a loan of up to
Rs 500,000 to establish a shop, a
workshop or any other prof-
itable vocation. Under the
Small-Medium Enterprises
Scheme and amount of Rs 10
billion would be disbursed to

the small and medium indus-
tries in the fiscal year 1998-99.
Another scheme worth Rs 250
billion has been launched for
encouraging small and medium
scale business ventures. The
allocation of Rs 250 billion is
unprecedented considering that
durinﬁ the last 50 years only Rs
20 billion were spent on extend-
ing loans to the business class.

Agriculture is the mainstay
of Pakistan's economy. Unfor-
tunately most of the peasants
on war-footing. So far hundreds
of thousands of acres have been
distributed among the peasants
making them proud owners of
the land they till. In the very
near future Pakistan thus
would become self-sufficient in
food products.

Prime Minister Nawaz
Sha{;‘if has put Pakistan on the
road to progress and prosperity.
He is building high&ayﬁg-
proving public transport sys-
tem. expanding primary and
technical education. All these
imeasures in a short span of
time would strengthen the eco-

‘nomic foundations of the coun-

try which will eventually lead
to the eradication of illiteracy
and poverty and bring the coun-
Iry to an eeonomically devel-

oped stage
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'_ Pakistan at a Glance

Official Name
Father of the Nation

Head of State

Head of Government

Capital

Area

Population

Ethnic composition
Per capita income
Currency

Imports

Exports

Languages

Literacy rate
Government

Flora

Fauna

Popular games

Tourists’ resorts

Archaeological sites

Major cities

Famous Mountain Peaks

K-2 (Mt. Godwin Austen)

Nanga Parbat
Gasherbrum-I

ramous Glaciers

Siachin
Batura
Baltoro

Accounts - 501121

on

Islamic Republic of Pakistan.
Quaid-i-Azam Mohammad Ali Jinnah.

Mr. Muhammad Rafiq Tarar,
President.

. Mr. Mohammad Nawaz Sharif,

Prime Minister. .
Islamabad,

796,095 Sq. km. (Punjab 205,344:
Sindh 140,914; North West Frontier
Province 74,521: Balochistan
347,190; Federally Administered
Tribal Areas 27,220 and Islamabad
(Capital) 906 sq. km.).

130.50 (1998 Census)
95% Muslims, 5% others.
US § 460.
Pak. Rupee. e #

Industrial equipment, vehicles, iron-
org, petroleum, edible oil.

Cotton, textile goods, rice, leather
items, carpets, sports goods, fruit, I
handicrafts.

Urdu (National language), English
(Official).

40% (1998 est.).

Parliamentary form.

Pine, oak, poplar, deodar, maple,
mulberry.

The pheasant, leopard, deer, ibex,
chinkara, black buk, neelgai, markhor,
marcopolo sheep, green turtles, river
and sea fish, crocodile, water fowls.

Hockey, Cricket, Football.

Murree, Quetta, Hunza, Ziarat, Swat,
Kaghan, Chitral and Gilgit.

Moenjo Daro, Harappa, Taxila, Ko
Dijji, Mehr Garh. ;

Islamabad, Karachi, Lahore,
Peshawar, Quetta, Rawalpindi,
Hyderabad and Faisalabad.
Height World Rating
28,250 ft./B611 m. 2nd
26,660 ft./8126 m. 8th
26,470 {t./8068 m. 1ith
Lengrh
75 km. ,
55 km
62 km.

Heartiest Felicitations

Pakistan's National Day

<% PIA

Summer Schedule Effective from March 28 to October 30, '99

KHI-DAC ARR 1120 LT

DAC-KHI

DEP 1235 LT

Pakistan International Airlines

Dhaka Sheraton Hotel, Dhaka.
Phone: Manager - 832985/9352350.
Sales & Cargo - 869482, 861191/863391-X-8673
Booking - 866982/502668/861191/863391-X-8596

"

Fax: 832985, E-mail-piadhaka@bol-online.com




