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The Institute of Strategic Studies Islamabad (ISSI) organized a Roundtable on March 11, 2020 

titled, “The Role of Planning and Development in the Economy of Pakistan”. Honourable Mr. 

Asad Umar, Minister for Planning, Development and Special Initiatives, was the Chief Guest at 

the occasion. Speakers at the event included: Dr. Muhammad Munir Ahmad, DG P&DD, 

Pakistan Agricultural Research Council (PARC), Dr. Liaqat Ali Shah, Executive Director, 

Centre of Excellence for China-Pakistan Economic Corridor (CoE-CPEC) and Dr. Usman W. 

Chohan, Director, Economics and National Affairs, Centre for Aerospace and Security Studies 

(CASS). 

INAUGURAL SESSION 

Welcome Remarks – Ambassador Aizaz Ahmad Chaudhry, 

Director General, ISSI 

Welcoming the speakers and guests, Ambassador Aizaz Ahmad 

Chaudhry said that the topic at hand is critical for Pakistan. This 

is the second event in the series of public conversations the 

Institute is holding on the economy of Pakistan. Everyone at the 

roundtable understands the critical role that the economy plays 

in improving the quality of life of the country’s citizens.  In this 

context, role of planning is critical in forming sound and robust 

development plans. In Pakistan, the 5-year development plans were looked up to, and they 

helped the country achieve high growth rates in the 50s and 60s. Many countries, especially in 

East Asia, benefitted from that approach. But in the last 3 decades, the dominant trend has been 

to move away from the state-led long-term economic plans, the reason being that the world went 

for economic liberalization, marketization and deregulation.  

The so-called Washington Consensus of the 90s moved us away from this aspect of our 

governance. The Washington Consensus led to economic inequality and it amplified economic 

shocks like the one in 2008. The trend of state-led development economy after 2008 seems to be 

coming back with more than 80% of the population of the world living in countries with national 

development plan of one form or another. This is a stunning recovery of a practice that had been 
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discredited in the 80s and the 90s as a relic of directed economies and state-led development. 

Therefore, a case can be made for long-term plans. In the absence of long-term vision, the 

government’s incumbents as well as incoming have tended to roll back seemingly sensible policy 

decisions either to placate critics or to gain popularity. This leads to uncertainty among investors 

and slowdown in investment. Pakistan since independence has had 11 5-year plans, last one 

being from 2013-18, before moving on to the Annual Plan 2019-20 announced by the present 

government. Ambassador Chaudhry put forward a number of questions to the table on how to fix 

economic challenges faced by the country through better planning process:  i.) Austerity driven 

model and high interest rates are slowing down Pakistan’s economic growth, so will this 

shrinking of the size of the economy not lead to increase in unemployment? ii.) Should the GOP 

not follow an expansionary fiscal policy to avoid ending up in a recession? iii.) Pakistan’s debt is 

growing, currency depreciating, where will the country’s debt profile take it in the coming years 

and how will it avoid a debt trap? iv.) How will the new IMF program be different from previous 

programs and will the burden of adjustments under the form of utilities cost not fall on the 

consumers. Hence, how will GOP control the prices of food and fuel? v.) Will the growing cost 

of utilities not increase the cost of manufacturing and how will this affect the competitiveness of 

Pakistan’s exports? vi.) Reducing imports means less revenue and constraint on export-oriented 

industries and how does GOP find the right balance? vii.) How can GOP effectively increase the 

net tax base in the country to increase its revenues? 

Keynote Address - Honourable Mr. Asad Umar,  

Minister for Planning, Development and Special Initiatives 

Mr. Asad Umar, in his keynote address, said that role of 

planning in economic development is a very pertinent topic 

especially in the current climate. The PM of Pakistan is also 

very interested in the role that the Planning Commission (PC) 

can play in the economy of Pakistan like it did in the 60s. But 

the thing to understand is that times have changed and evolved 

into new systems. Things have changed for more than one 

reason which include globalization and how the world thought about managing economies, and 

secondly, due to changing scenarios inside Pakistan.  
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In 1988 when late Benazir Bhutto came into power after 11 years of military rule, one of the 

conditions of transfer of power was to approve the negotiated IMF agreement. So, the new round 

of democracy started with an IMF agreement, and in the last 30 years the country has gone to 

IMF 18 times. Furthermore, when the country is under IMF agreement, it is placed in a 

straitjacket and it makes sense in such a situation that there is a centralized control authority 

which makes sure that everything is operating under the ambit of the IMF programme. That role 

is assigned to the Finance Ministry in Pakistan and therefore what happened was that gradually, 

the role of other economic ministries diminished over a period of time leading to their capacity 

erosion as well. There is general sense in the present government that PC should play a 

significant role in planning and economic decision-making of the country and according to the 

rules of business that role still remains. But for that, the capacity of PC needs to be rebuilt to 

make things better not worse, which is a big challenge.  

Mr. Umar added that the structure of the economy has changed significantly over the last 5 

decades and has moved away from a centralized decision-making body managed by the state, as 

has been the case in private sector also. The main reason being the evolution of technology 

which changed the 20
th

 century economy which was manufacturing-centric operating under a 

centralized structure having certain SOPs, and run by a small decision-making management. As 

things were slow to change, it was easy to conceptualize and that is how the system operated. 

With evolution of technology, rate of change accelerated and it allowed for dispersion of 

decision-making leading to mass customization and devolution. The company is a microcosm of 

larger economy so devolution is also taking place in it and models of the 60s where state-

controlled things from issuing import licences, giving investment approval from investment 

bureau in Karachi, and giving capacity expansion approval from secretariat in Islamabad. That 

model is now redundant, and we have moved towards an economy which is more deregulated, 

private sector is much more empowered.  

Ability to isolate the economy from a global shock has also changed, meaning the control of the 

state has been reduced, and walls of protectionism cannot be built up as was case in the past. The 

world economy now a days moves fast where the countries systems need to be devolved and 

nimble-footed when taking decisions. But it does not mean the state has lost all control and has 

no responsibility in development. Pakistan over the last 3 decades has made a vital mistake by 
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limiting the role of state by blindly following the Washington Consensus instead of evolving it 

with time. State has no business doing business is a common term which is thrown about, but 

one can see across the globe about 70% of oil production is controlled by state-owned enterprises 

(SOEs). A look back at history shows that from 1920s, there was a case of bringing in foreign 

direct investments (FDI) and foreign multinational corporations (MNCs) to control production. It 

was believed they had more expertise than the state which owned the resource, as was the case in 

the Middle East.  

The private companies like Exon Mobil, Shell, BP came into Middle East and controlled 

production for about 40 years, and the countries from where the oil was being produced were dirt 

poor. Shah Faisal supported by Ahmad Zaki Yamani nationalized crude oil in Saudi Arabia in 

the 70s with other countries following suit. And within five years, these Middle Eastern countries 

were among the richest in the world. But nationalization is not the complete answer, there needs 

to be balance between the state and private sector involvement in the economy.  

In the last 20 years, there is one country - China - which has lifted about 70% of its population 

from poverty and has made tremendous economic strides and has become a big technology 

player in a short space of time. China of today has more companies in the Fortune 500 operating 

from there than any other country in the world, with nearly 80% of them being state-owned. In 

China’s stock exchange, 7 out of the top 10 market capitalization companies listed are state 

enterprises. Dani Rodrik, a US economist says a country follows a path of development when it 

chooses the second-best doable option instead of the theoretical best option, and there is a need 

to identify the binding constraint of a particular economy at a particular point in time. According 

to this analysis, there is no right answer, each country has to find for itself at a given point in 

time and that answer will also keep on changing. Somebody has to do this thinking and that 

responsibility on the state still remains. But this does not mean that Pakistan revert back to the 

nationalization of the 70s, and operate the PC like in the 60s, the answer to both is no.  

Right now, the PC is working on a 3-year national growth strategy relying on finding 

sophisticated ways of intervention to move the economy in the direction the GOP wants to. For 

that, there is a need to look at how the state can create right incentive structures which will make 

the private sector invest, as it will be the engine of growth. The infrastructure needed for the fast-
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paced working of the private sector led engine of growth needs to be created by the state by 

taking some help from the private sector, but the main responsibility still lies with the state. The 

education system required to produce skilled workers for the private sector also needs to be 

created by the state. Under the constitution of Pakistan, the citizens have some basic rights which 

need to be fulfilled by the state. In the world today, the importance of state institutions can be 

seen in the role they play in the development of the economy, and the need for centralized 

thinking to take place not execution. PC has the responsibility to provide a platform for 

centralized thinking, which is not closed door; and needs to draw in expertise from the private 

sector, non-profit sector, academia, international knowledge sources and global connectivity 

networks. This responsibility needs to be fulfilled keeping in mind the current economic situation 

and it has to be done in a manner in which it is only the central coordinating role rather than 

executioner role, leading to creation of an economic plan to lead the economy forward.  

With regards to the question raised by Ambassador Chaudhry on austerity vs expansionary 

policy, Mr. Umar said this can be looked at like a person who has blood pressure. There are two 

types of blood pressure it might be high or low, the problem is blood pressure but the remedy is 

different in each case, same is the case with economy. Economy is in equilibrium when 

aggregate demand and aggregate supply are in sync. So the economy can be in a situation of 

disequilibrium due to one of two factors, either the demand exceeds supply and vice versa. In 

today’s world, the collapse of demand is due to an exogenous shock like the 2008 crisis leading 

to quantitative easing and fiscal stimulus to revive the economy. In Pakistan, the current account 

balance problem has happened multiple times especially the one faced by the current GOP was 

because the gap between demand and supply was huge leading to $20 billion current account 

deficit. The demand was strong and the supply in the system was not enough and the gap was 

being filled by imports. There was no short-term solution but to give a shock to the system and 

contract demand which was painful in nature. But it is not sustainable in the long run and other 

measures need to be put in place to deal with the situation, reduce the haemorrhaging and stop 

the country going back to IMF.  

The immediate response to the balance of payment (BoP) problem is demand contraction, but the 

long-term solution is supply expansion and therefore there is a need to make sure the real reform 

efforts address those issues which are acting as bottleneck in supply expansion of the country 
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whether it is agriculture, manufacturing or service sector. The policy reforms need to remove the 

binding constraints and if the GOP is successful in its efforts and over a period of time the supply 

will continue to expand, and the primary part of that is the export-led growth, which is absolutely 

vital for Pakistan, that will create a situation to make the current IMF program the final one.  

The crisis faced by the current GOP was a major one which can be seen from the fact that State 

Bank of Pakistan (SBP) was disallowing payments across import letter of credit (LCs), stopping 

dividend payments for up to 6 months at a time, and the country was bankrupt. Despite that, the 

export sector was given energy relief packages which were necessary to make the export sector 

working again. Similarly, the second supplementary finance bill passed in January 2019 included 

incentives designed to help the export sector and included tax cuts. This was done to give the 

right signal to the investors as it takes time for the actual investment to materialize on the ground 

from the time its agreed upon. There is a need to reform the federal board of revenue (FBR) and 

the taxation system needs to be made better and the people need to pay their taxes. Despite all of 

this, the fiscal structure created after the 7
th

 NFC award through which 60% share of the federal 

revenue is given to the provinces, without the major shift in the responsibilities of the Federal 

government after the 18
th

 Amendment, which is still responsible for major expenditures which 

include security, poverty reduction, education, and health.  

Mr. Umar also answered the various points raised by participants at the Roundtable.  

While talking about economic policy integration, he said its platform is economic coordination 

committee (ECC) of the cabinet. But the problem with that is the integration happens in the 

meeting itself and there is no work which takes place at the secretary level in the economic 

ministries before issues get tabled in the ECC and that would add tremendously to the quality of 

the decision making that takes place.  

Talking about the impact of 18
th

 Amendment on the economy, he said that the 18
th

 Amendment 

itself was a good step because Pakistan is a multi-ethnic society and it is difficult to control it 

through a centralized system of governance. But there are gaps in it which need to be addressed 

through council of common interests (CCI) and be resolved there. Unfortunately, the CCI was 

not provided with a secretariat to perform its duties and the current GOP is working to resolve 

this matter by making CCI functional and creating the secretariat having representation from all 
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provinces. The damage to the economy has been through the 7
th

 NFC award, but unlike India 

where 2/3rds of the revenue goes to the Federal government, the case is opposite in Pakistan, but 

it cannot be amended due to constitutional constraints and some sort of national consensus needs 

to be developed to address the issue.  

Talking about professional incentives he said for that there needs to be reform in the Civil 

Service of Pakistan. But it is not easy to take away powers from the bureaucracy but it is need of 

the hour and GOP is working on it as there has been serious erosion in the capacity of civil 

servants as they have no clear career planning leading to reduced institutional capacity. 

WORKING SESSION 

Dr. Muhammad Munir Ahmad,  

DG P&DD, Pakistan Agricultural Research Council (PARC)  

Dr. Muhammad Munir Ahmad talked about planning and 

development issues related to agriculture sector, which has 20% 

share in the GDP of Pakistan, but its growth is less than 1%. The 

crop sector has witnessed a decline of 4.4% in the last FY 18-19, 

mainly due to decline in yield of cotton, rice and sugar cane but 

there was increase in yield of maize, pulses and oil seeds. The 

decrease in yield of cotton negatively impacted the textile industry 

and slowed its growth by 12.7%. The livestock sector showed a growth of around 4% and fishery 

sector grew by 6% mainly in KP. The GOP has given great importance to agriculture under the 

PM initiative, and has also made greater water availability, increased agriculture credit, import of 

agriculture machinery, to substantially increase the crop yield in the current FY. GOP has also 

increased support price of wheat but there is a need to fix the support price of cotton. 

In the last 5 years, the GOP invested Rs. 1.5 billion in the agriculture sector, but this FY19-20 

the current GOP has put Rs. 12 billion into it. Even though agriculture has more contribution in 

the GDP, its share in the PSDP is about 1.3% this FY, which is very small. The potential is there 

to increase the yield of all major crops in the country if more investment is made in the 

agriculture sector. For example, national average yield ton/hector of wheat is 2.7, whereas India 
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has double that, China five times that and New Zealand 9 times that. Rice national average yield 

ton/hector is 2.4, world average is double that, China three times that, and Australia five times 

that. The national average yield of milk in Pakistan is 2100 litre/animal/lot, world average is 

three times that, China has double that, USA and Israel seven times that.  

The GOP is trying to encourage the progressive farmers to increase the national average yield of 

all major crops, livestock and fishery sector by investing in 4-year projects to enhance 

production as potential is there. The GOP is also working on water conservation projects to 

reduce wastage and increase availability to the farmers. In spite of all these efforts, the 

challenges are still there like low value addition in processing, low food export, low connectivity 

and linkages, lack of synergy between climate, energy and water sectors, uneven policy support 

prices for different crops, and inappropriate market infrastructure, all of these need greater 

investment by GOP to increase overall production in the agriculture sector. 

Dr. Liaqat Ali Shah, Executive Director, Centre  

of Excellence for China-Pakistan Economic Corridor  

(CoE-CPEC)  

Speaking on the role of planning in CPEC and regional 

connectivity, Dr. Liaqat Ali Shah said that planning is about 

allocating resources to get to some objective effectively and 

efficiently like in the case of CPEC projects. The overall objective 

of BRI and CPEC is connectivity. There are two aspects to 

connectivity, one is ‘hard connectivity’, and the other one is ‘soft 

connectivity’. In CPEC, focus mostly remains on ‘hard connectivity’ meaning infrastructure, 

transportation, energy and telecommunication. Pakistan has made tremendous progress in ‘hard 

connectivity’, building 1400 km of road, installing 5000 mw energy projects, and laying down of 

fibre optic cable from Kashgar to Rawalpindi which will be extended to Gwadar in the near 

future. There has not been much focus on ‘soft connectivity’ which is about building institutional 

quality, trade facilitation, cross-border management, modernization of customs, people-to-people 

exchanges, business-to-business collaboration. It will be very difficult to achieve desired 

objectives from work done on ‘hard connectivity’ components without working on the ‘soft 
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connectivity’ because they are interlinked. ‘Soft connectivity’ needs to be superimposed on the 

‘hard connectivity’ by GOP to achieve the desired objectives. The policy makers working on the 

second phase of CPEC need to work on both these aspects of connectivity. 

CPEC also provides Pakistan with other regional connectivity opportunities like with CAREC. In 

CAREC, there are two corridors 5 and 6 which are interlinked to Pakistan creating an overlay 

with CPEC. Corridor 5 which will enter through Torkham will terminate at Karachi. Corridor 6 

will enter through Chaman and will go to Gwadar. Both of them will be part of eastern and 

western routes of CPEC. The situation in Afghanistan is an impediment to this linkage, but GOP 

has started work on it by creating an economic corridor from Peshawar to Torkham which is 60 

km of road which will be taken to Jalalabad and onwards to Kabul and then to CARs. There is 

huge potential in connectivity for Pakistan and 21
st
 century is all about connectivity. 

Dr. Usman W Chohan, Director, Economics and  

National Affairs, Centre for Aerospace and Security Studies 

(CASS) 

Dr. Usman W. Chohan talked about dynamic industrial planning, 

and how to gauge the present by putting in the issues dealt by GOP 

in the past to anticipate the future? The planning needs to be done 

for 22
nd

 century. Industry has a very different dynamic, it has 

become stronger and it is a time of revolution in the industry. 

Pakistan has dealt with uncertainty before as a nation in industrial 

planning, but it is less compared to the time of independence. Therefore, there is a need to 

anticipate in times of uncertainty for the future. Industry is not one of the biggest sectors of the 

economy like it was in the 20
th

 century, but it is the largest contributor to R&D in terms of 

funding. Manufacturing should be seen as a hub of development and research infrastructure 

today. The 4
th

 Industrial Revolution entails going from the steam powered, to the electricity, to 

the automation, to cybernetic activity which entails connectivity between all the moving parts of 

the manufacturing process, and the transmission of data across it.  

In the future, the paradigm of manufacturing is going to be completely different, because the big 

manufacturers are going to cut costs by cutting transportation cost not labor cost, as labor will be 
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fairly redundant. There will be different markets with different structures of production in the 

paradigm. Private investment has to be made as it will be the driver of this paradigm shift. There 

is a partnership between the state and the market, and the investors will gain from their own 

investment and then they will gain from the general increase in the architecture, so the general 

systems in the country will be better. There might be some costs to transition and some losses, 

but on the whole, investment will need to be made. Manual labor will not go extinct but the 

factory of the future is a kind of think tank and will require both public and private investment.  

Looking at planning in uncertain times, one can look at the correspondence of All India Muslim 

League in 1943, where industrial planning was being done for the future areas of Pakistan. This 

planning was being done during the Bengal famine, Hindu-Muslim riots and WW2 with no clear 

winner in sight. In Quaid’s own words, the future Pakistan area will have an economy with 

industrial bias. The vision of the leaders of that time who planned in uncertain times translated 

into the PC of the 50s and 60s. What is required for planning for the future is a multi-stakeholder 

approach, meaning that the executive’s point of view, the unions point of views are in sync. 

Pakistan still needs to work on its soft image aspect, human capital aspect in order to move 

forward. 

Discussion 

During the general discussion, the following points were addressed by the participants.  

Dr. Munir Ahmad said that Pakistan is self-sufficient with regards to food as we are exporting 

food items rather than importing. Pakistan has developed different varieties of wheat and rice 

which are resistant to different pest and climate problems. Pakistan has also got a thriving 

poultry sector and with some investment, we can improve the productivity of livestock industry 

also. To improve milk productivity, gene transfer needs to be done from high productive breeds 

to other animals as Pakistan does not produce sufficient amount of milk and also imports dried 

milk. Investment also needs to be made into edible oils and pulses to reduce the import bill. 

Therefore, the investment in PSDP needs to be increased for agriculture sector according to its 

share in the GDP.  Since 1980s, water conservation projects are being worked on, but GOP has 

not been able to fully implement these projects. The main issue is because the local industry is 

not able to produce the spare parts for various machines locally. Model farms at different desert 
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and arid areas are operational, but they need to be upscaled. To address the issue of malnutrition 

at the village level, the local farmers can be engaged to supply food items to village schools as is 

being done in Brazil.  

Dr. Liaqat Ali Shah said that Pakistan does not have an industrial policy at the federal level, 

therefore the country lacks direction. To promote industry at the local level, incentives need to be 

given to the people to employ those products. There is a problem in our engineering university 

curriculum as it does not include emphasis on engineering design courses, leading to lack of 

innovation in the country. Pakistani industries also lack competitiveness at the global level due to 

economies of scale problem, and after the signing of FTA-1 with China, a process of de-

industrialization started in the country due to Chinese goods being cost effective and having total 

access to free Pakistani markets. Another problem in Pakistan is that proper Impact Assessment 

of projects is not done before implementing which entails PC4 and PC5, this leads to inefficiency 

in the system.  

Under the corridor concept like CPEC, economic activities are spatially distributed which is 

more than a transport corridor, it is more of a logistic corridor, and along the corridor if different 

economic opportunities are exploited properly it turns it into economic corridor. This requires 

intervention and identification of opportunities by the state along the corridor. Under CPEC, the 

GOP is solely focused on opening up SEZs, but it should not be in a hurry to open to many SEZs 

at the same time as it does not have the experience of operating one. Furthermore, they require 

lots of development cost and state can’t do to many interventions. The private sector also needs 

to step in. 

Dr. Chohan, said that engineering is a neglected sector in Pakistan, but it is mostly due to 

sociological problems in the country which has two tiers: one which can import engineering 

products, and the other which does not have the access to capital to acquire these products. So 

there needs to be a medial tier to use these engineering products. There needs to be integration 

between manufacturing and service sectors. There are 4 dimensions to BRI, there is road and 

maritime but there is also aviatic and space silk road which involves airport development and 

satellite infrastructures and Pakistan needs to work on these also.  
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Ambassador Khalid Mahmood, Director Chairman Board of Governors, ISSI, concluded the talk 

by thanking the guests and the participants. He said that there has been a wax and wane interest 

whether to have centralized planning or not. But ultimately, everyone has returned to central 

planning with a difference and the difference being that planning does not have to be state 

controlled, but be an inclusive process, with all stakeholders on board. Pakistan has also gone 

through various experiences and the country is on a learning curve and things will improve. But 

sectoral improvements are more important like in agriculture, industry and connectivity. 

Everyone has got an opinion about the economic situation without giving any solution, as it is a 

difficult task, but this forum helped to bring out some solutions which are socially desirable for 

equitable and sustainable development.. 



 
 

P a g e  | 14 

Report-RT The Role of Planning and Development in the Economy of Pakistan March 11, 2020 

PICTURES OF THE EVENT 
 

  
 

  
 

  
 

  
 



 
 

P a g e  | 15 

Report-RT The Role of Planning and Development in the Economy of Pakistan March 11, 2020 

  
 

  
 

  
 

   
 


