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Raising $2.5 billion in road shows
a dubious achievement

Hardly had the federal cabinet given the green light to float $3 billion foreign
bonds, when the official oversight team swung into action, staging road shows
abroad, in conjunction with leading foreign financial institutions, and in the
blinking of an eye, successfully enhanced Pakistan’s already frightening foreign
debt by $2.5 billion. The five years maturity Sukuk bonds and ten years
Eurobonds raised $1 billion and $1.5 billion at a relatively reasonable 5.625 and
6.875 percent respectively. The only positives, if such they can be termed, in this
largest ever single such transaction (so far), is persisting investor confidence
despite the country’s mounting political and economic woes, as the total offered
bids were $8 billion, and that it affords momentary breathing space to the
hard-pressed rupee by shoring up hugely depleted forex reserves. But the event
is hardly a cause for joyous celebration, as the underlying factors that drive our
leaders along this perilous path remain unchanged, and indeed will go from
worse to irreversible, without a miracle happening soon. And the gloomy
alternative remains that hard taskmaster, the IMF.

The bleak black holes of the economy which suck in all economic initiative or
growth, and which remain callously ignored in government policies, are as
always, an almost pathological widespread aversion to tax payment, dismal level
of forex reserves for a $304 billion economy, a measly $19.7 billion on
November 27, 2017 (contentiously including private deposits of $6.169 held by
commercial banks), sinking exports and record imports, untenable, almost
suicidally widening current account deficit, shy foreign direct investment, as
well as unbridled wasteful and luxurious government spending that adds to the
volcanic mountain of our national debt. During July-September 2016,
debt-servicing alone accounted for Rs4.45 billion or 54 percent of the total
government revenues of Rs824.5 billion. An upright, experienced, austere and
uncontroversial finance minister, with out-of-the- box thinking habits, is
urgently needed to avert to avert sinking deeper in the vicious cycle of fresh
borrowing to settle old loans, as happened in the 10 year 2007 Eurobonds issue,
to repay which the government was forced to borrow $1billion from China in
June 2017.

A key promise partially fulfilled

Present demand, 13,777megawatts, present supply 16,477 mw was the welcome
figure quoted by the federal power minister on Sunday, but in winter, when split
air conditioners, which have mushroomed on Lahore’s high rises just as unruly
motorcyclists have multiplied on city roads, and water coolers and fans are
turned off, still to an extent realising the ‘shadow’ prime minister’s pledge of zero
load shedding by November 2017. Initially, about 15 million consumers
residing in urban and rural areas, with less than 10 percent power theft, would
benefit. Country-wide load shedding will be halted at 5,297 out of 8,600
feeders, whereas the previous number of such fortunate feeders was just 326. In
LESCO’s case, the number of zero load shedding feeders has been raised from
58 to102. As for the left out 193 million citizens, according to the latest
(disputed) census, power cuts would be commensurate with ‘line losses’ (the
aforesaid power theft), and spread over two to 20 hours daily.
The real test will be in the coming summer, with national elections (hopefully)
looming, temperatures hitting high forties, and tempers rising correspondingly.
An average shortfall of 2,500 mw translates into eight to 10 hours of load
shedding, and the deficit can climb to 4,000 mw in peak summer, meaning
undergoing 16-20 hours’ torment daily, more so in the rural districts.
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By: Imtiaz Gul

Challenges to Pakistan
from Chabahar Port

I

s the dispatch of the first Indian
wheat gift to Afghanistan via
Chabahar only a massive public
relations gimmick or is it part of
the Indo-US strategy to render Pakistan
irrelevant — both geo-politically and
geo-economically? Despite the fast
development of the Gwadar Port and the
completion of the CPEC projects, will the
Chabahar lead Pakistan to lose its
geo-strategic advantage?
Will Gwadar — the much bigger and
touted natural deep sea port — still have
enough traction to become the Pakistani
Schenzen, the mega hub of electronics
goods in southern China?
These questions beg deep introspection
— if not cause worry — in Islamabad for
various reasons. Firstly, what had started
as a ‘little insignificant project for India’
has eventually become a reality, primarily
born out of the strategic positioning by
New Delhi i.e. minimising Afghanistan’s
dependence on the Karachi Port for
transit and bilateral trade. In the current
circumstances, Chabahar presents a more
‘strategic’ safer and certain trade route for
Afghanistan’s external trade.
Secondly, India is skillfully projecting its
Chabahar venture as a critical element in

its so-called Indo-specific expansion
across the Indian- Pacific Ocean region,
with Japan — an ideological adversary of
China — and Australia more than keen to
join forces in such regional connectivity
projects in partnership with New Delhi.
Two recent opinion pieces in influential
newspapers like Brisbane Times and
Australian
Financial
Review
are
instructive in this regard. They exhorted
the Australian government to further its
ties with India and consolidate
Indo-Pacific partnership, which would
also help in countering China. Julie
Bishop — Australia’s foreign minister
recently said that “Australia, the United
States, Japan, India and other nations
have committed to ensuring that the
Indo-Pacific remains a peaceful and stable
region”, indicating towards enhanced
cooperation in the future.
Thirdly,
unlike
the
Indo-Pacific
partnership, Pakistan through the CPEC
is increasingly getting bracketed with
China. As a consequence, it has become a
softer target for the Indo-US-Afghan
geo-political games against Beijing,
articulated by US foreign secretary Rex
Tillerson during his recent Kabul and
New Delhi visits, when he called for

‘deeper cooperation with India in the face
of growing Chinese influence in Asia’.
Clearly, this geo-political posturing —
masked in geo-economics — exposes
Pakistan to multiple risks associated with
such policies aimed at denying the
adversary
every
single
possible
advantage.
Fourth, regardless of how the Pakistani
governmental machinery takes it, the
bitter reality is that the Indo-US alliance
has decided to take on a thus far tactical
Pakistan strategically. On the strategic
front, unfortunately, Islamabad and
Rawalpindi — still mired in tactics and
suffering from the strategic location
syndrome — have miserably lost to the
smart geo-politics played by India.
Fifth, tardy, tit-for-tat responses to
Kabul, have already nudged nearly 50 per
cent of the Afghan transit and bilateral
trade away from Karachi.
All the Afghanistan-bound cargo, for
instance, has again come to a standstill as
of November 1, following another
high-handed circular by the Federal Board
of Revenue, which requires the traders to
furnish additional documents for
clearance.
www.economicaffairs.com.pk
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All this means additional costs and
eroding the ease of doing business in and
through Pakistan. Simple statistics
speaks for the gradual decline in
Afghanistan’s external trade through
Pakistan; between 2010 and 2011,
Pakistan’s exports to Afghanistan peaked
at nearly $2.4bn. They declined to $2bn in
2011-13 and are likely to dwindle to less
than $1.5 billion this year.
Sixth, the Pakistani state seems
victorious through the latest cargo
clearance requirements (possibly in
response to President Ghani’s decision to
deny Pakistani trucks a passage through
Afghanistan), yet the real loser of this
tit-for-tat reaction is the country’s
strategic interest — much more than the
Afghan traders or their government. If
the transit and bilateral trade with
Afghanistan dries up, this also entails
graver economic consequences for the
small and medium business and human
resource of the conflict-battered Khyber
Pakhtunkhwa (KP) and Balochistan

provinces.
Now if we look at Chinese and Pakistani
officials, they all sound upbeat about the
rapid progress of CPEC projects and hope
that the Gwadar Port will — in five years
from now — become South Asia’s biggest
shipping facility with a capacity of
handling 13 million tonnes of cargo
annually, likely to increase to 400 million
tonnes annually by 2030.
More importantly, the Chinese use the
Schenzen metaphor to denote their
commitment to the development of
Gwadar as a big industrial-based port for
trans-shipments. The progress thus far
makes CPEC, the fastest of the six Belt
and Road Initiative corridors that Beijing
plans to establish.
But with Pakistan’s self-centered political
leadership, unimaginative bureaucracy
and an India-centric tactical military
establishment, the journey to the
Pakistani Schenzen will remain bumpy,

lopsided, with the Chinese influence
looming large all over.
To get there, and to optimally utilise
Gwadar Port as well as CPEC-based
development projects to the advantage of
Pakistan in a geo-politically loaded
environment, Pakistani leaders will need
to pull up their socks and go beyond the
current oratory and look-up to the
Chinese
for-bail-out
mode.
But
unfortunately, Pakistan doesn’t have
national leaders such as Xi Jinping,
Narendra Modi, or Erdogan — all of
whom have placed their people above
personal business interests. It is a context
between strategic positioning (by
India-US) and a tactical mindset
(Pakistan) that reels from bureaucratic
incompetence,
indifference
(of
leadership) and an establishment that is
still driven more by the conventional
security paradigm than guided by the
modern ways (geo-economics) to trump
the adversaries.

Indian wheat in
Afghanistan via
Chabahar port

T

he first shipment of 15,000
metric tons of wheat from India
has arrived in Afghanistan via
the Chabahar Port in Iran,
formally operationalizing the sea route, an
official said.
Acting Agriculture and Livestock Minister
Naseer Ahmad Durrani told Pajhwok
Afghan News the arrival of wheat grant
from India though Chabahar port opened
a new chapter of cooperation between
Afghanistan, India and Iran.
The three countries signed the Chabahar
Port agreement one and a half years back
to connect Afghanistan via sea to India,
bypassing Pakistan.
The governor of southwestern Nimroz
province, Mohammad Sami said, the
wheat arrival from India added another
page to the relationship between the two
www.economicaffairs.com.pk

countries.

Afghanistan.

He said in the past Afghanistan goods
reached the sea through Bandar Abass of
Iran and the Karachi seaport of Pakistan,
but the operationalisation of Chabahar
port helped cut the distance short.

Earlier, foreign ministers of Afghanistan,
India and Iran had flagged off the maiden
vessel carrying wheat from New Delhi to
Kabul through the Chabahar port.

Iran’s envoy to Afghanistan Mohammad
Reza Bahrami said they were pleased to see
the Chabahar agreement and port
becoming operational.

The Indian government has promised 1.1
million ton of wheat for the people of
Afghanistan on a grant basis, according to
the Asian News International (ANI).

He said Chabahar port never meant rivalry
to any other phenomenon, asking for
greater cooperation and financial
participation in the port’s development.

External Affairs Minister Sushma Swaraj,
her Afghan counterpart Salahuddin
Rabbani and Javad Zarif of Iran had hailed
the first shipment to Afghanistan through
the Chabahar port.

India
envoy
Manpreet
Vohra
congratulated the people of Afghanistan
over the arrival of wheat shipment and
said until February a total of 110,000
tonnes of wheat would land in

During Indian Prime Minister Narendra
Modi’s visit to Iran in May 2016, a
three-way deal on establishing the
International Transport and Transit
Corridor was inked.
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By: Imtiaz Gul

Iran Inaugurates
Chabahar port

The port is expected to make Chabahar, Iran’s closest sea link to the Indian Ocean, a
rival to the Gwadar Port, some 80 km away across the border in Pakistan.

I

ndia said the construction of the
Chabahar port in Iran will
contribute to regional trade and
provide
Afghanistan
with
“alternate access” to global markets, after
the inauguration of the first phase of the
Shahid
Beheshti
Port
in
the
Sistan-Baluchestan province by Iranian
President Hassan Rouhani on Sunday.
The port, whose new extension will take its
capacity from 2.5 million tonnes to 8
million tonnes of cargo a year, is seen as an
important route for India and Afghanistan
to bypass obstacles posed by Pakistan for
trade on the direct route.
It is also seen as a feeder port to the
International North-South Transport
Corridor (INSTC) to Russia as well as land
route to Central Asia. It is also seen as a
rival to the Chinese-built Gwadar port off
Pakistan, about 80 km away, which is a
critical link in China’s Belt and Road
Initiative (BRI) and China-Pakistan
Economic Corridor.
Speaking at the event, President Rouhani,
however, said regional rivalries should give
way for “more engagement and unity” in
the region. “We should go after positive
competition…We welcome other ports in
the region, we welcome Gwadar’s
development,” he told the gathering of
www.economicaffairs.com.pk

foreign dignitaries from 17 countries,
including Pakistan.
Alongside the ceremony, Indian, Afghan
and Iranian officials held a trilateral
meeting to discuss implementing the trade
and transit agreement announced in May
2016. Minister of State for Shipping Pon.
Radhakrishnan represented India, while
Iran was represented by its Transport
Minister
Abbas
Akhoundi
and
Afghanistan by its Trade and Commerce
Minister HumayoonRasaw.
“The three sides reviewed and positively
assessed the progress in the development
of the Chabahar Port and reiterated their
commitment
to
complete
and
operationalise the port at the earliest that
would contribute to bilateral and regional
trade and economic development and also
provide alternate access to landlocked
Afghanistan to regional and global
markets,” said the joint statement released
here by the Ministry of External Affairs.
India has committed $500 million to
building two berths at Chabahar to process
trade and develop an economic zone
around them, as well as $1.6 billion for a
650-km rail link from Chabahar to
Zahedan and into Afghanistan. The project
is one of the rare projects in Iran,
countenanced by the U.S., which has

otherwise tightened restrictions on
entities connected to Iran’s Revolutionary
Guard (IRGC). The IRGC-affiliated Khatam
al-Anbia company is completing the
current construction at Chabahar at a cost
of $340 million. The extension includes
five new piers, two of them for containers
allowing cargo vessels of up to
100,000-tonne captaincy to dock.
“The Ministers discussed the next steps for
full implementation of the agreement and
moving towards its operationalisation.
Towards this endeavour, it was decided to
finalise protocols related to transport and
transit, ports, customs procedures and
consular affairs. It was also decided to
convene an expert-level meeting of senior
officials of the three countries at the
earliest,” the joint statement said.
The inauguration came a day after External
Affairs Minister SushmaSwaraj stopped in
Tehran for what was described by officials
as a “scheduled, technical halt” on her
return from Sochi where she attended a
regional conference. During a luncheon
hosted by Iranian Foreign Minister
JavidZarif, Ms. Swarajis understood to
have discussed bilateral issues, including
the future progress of Chabahar, as well as
India’s bid for the Farzad-B oil and gas
fields.
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By: Afshan Subohi

Why do the elite park
W
hile
Panama
leaks’
corruption cases have
consumed public attention
and power yielders wrestle
in courts, the business elite fears that
Panama/Paradise leaks may further
polarise society across the class divide
and pollute the business environment.

The future strategy, businessmen said,
should be to suppress the temptation of a
witch-hunt. “Blaming and shaming
should be a side business. The focus needs
to be on opening channels and creating
an environment where offshore account
holders find repatriation of their wealth
back in Pakistan to be the most
economically
viable
option,”
a
businessman said.
They detested projecting all offshore
account holders as scoundrels. They
stressed upon the need for evolving some
mechanism to distinguish fair operators
from foul. The private sector and its
sympathisers regretted the country’s
environment that forced people to shift
their assets overseas.
According to initial estimates, the

collective wealth of Pakistanis hidden
overseas is around $300-$500 billion. Of
this, about $200bn is said to be in
Switzerland. Currently, GDP of the
country, projected by the World Bank, is
around $300bn.
Underplaying the astonishing volume of
asset transfer and the income disparity
dimension in Pakistan, free market
advocates insisted that the real culprits
were government’s unstable policies, the
corruption/inefficiency of the tax
machinery and the precarious security
situation.

“Multiple factors combined to force the
law-abiding elite to park wealth abroad.
Who can feel safe in a country where sons
of the prime minister, governor and
generals get kidnapped? The sour
memory of nationalisationis not
forgotten. Why should we trust the
leadership? The Federal Board of Revenue
is lazy and corrupt, why should we pay for
their inefficiency? The circumstances
force high-net-worth Pakistanis to keep
their wealth in tax havens in anonymous
accounts,” a corporate lawyer from
Lahore argued.

However, a former chairman of the FBR
dismissed the businessmen’s plea as
baseless justification for flouting laws.
“How can they be allowed to blame their
misconduct on anything but weakness of
their character and their insatiable thirst
to amass riches?” he questioned.
“The offshore investors clearly have more
wealth than they and their children can
spend in a lifetime, but it is not enough
for them. It beats demands of logic. There
is no defence for greediness,” he added.
Chief Economist Dr Nadeem Javed did
not see an issue if transparency could be
ensured. “We are for free flow of resources
for optimal returns. As long as people see
a comparative advantage they will be
inclined to transfer their wealth to
options that promise the best returns. It
doesn’t mean indemnity from law. Within
legal boundaries, everyone, rich and poor,
should have the right of choice,” he said.
NaheedMemon, head of the Sindh Board
of Investment, mailed a long complex
response. “Most people do not care
because they did not know and were not
rich enough. In fact the motive to stash

www.economicaffairs.com.pk
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money offshore was different. Capitalism,
rising inequality and increased calls for
transparency have brought this method
of tax evasion in the limelight. Hence the
common citizen now cares because they
believe it was theirs or the state’s money
that has been misappropriated.
“It is not illegal but regulation, access to
information laws and technology is
cleaning up the grey areas. If you argue
that putting money abroad increases
global wealth that is then reinvested to
improve human welfare through better
business, you may think this crackdown is
political and populist. I am a proponent of
growth and progress but the idea of
siphoning off wealth and running
undisclosed businesses is, to me,
bordering on unjust,” she concluded.
“Instead of celebrating success we tend to
penalize achievers out of sheer contempt
(sour grapes phenomenon),” commented
a top businessman whose name was on
the latest list. “If you want something
good to come out of this global thrust for
greater transparency you must try and be

key questions, one at a time.

ratio.

Where do the leaks came from?
The data originally came from legal
service providers (Mossack Fonseca,
active in Panama; and Appleby, which has
offices in Bermuda, the Cayman Islands,
the British Virgin Islands, the Isle of Man,
Jersey, etc) in offshore industry, helping
clients to set up companies overseas with
low or zero tax rates.

Second, the burden of tax avoidance of
rich in an expanding economy is borne by
the poor and salaried class. “The
government functions have to be
financed. The government recovers what
they lose from the rich and corporations
by squeezing the vulnerable multitude
through indirect taxation,” commented
an economist.

These documents were obtained by a
German newspaper. Under an agreement,
it was forwarded to the US-based
International
Consortium
of
Investigative Journalists (ICIJ), which
studied millions of documents to identify
investors.

Transparency is almost always good and
lack of it is conducive to promoting and
perpetuating injustice.

So far the list includes 643 Pakistanis,
450 in Panama Papers and 193 in
Paradise Papers. They are estimated to
own as much as five per cent of the total
hidden $10 trillion global wealth.

Who is hiding their wealth?
The full list of Pakistanis on Paradise
Papers has yet to surface. Panama and the
second list include names of politicians,
businessmen, bankers, brokers, realtors,
doctors, lawyers, management hierarchy,
bureaucrats, and senior military men.
Some names have already appeared in the
press.

What is peculiar about offshore
accounts?

Is there a defence for tax havens?
The small island governments besides

It is an overseas account operative at a
place where Pakistan’s regulations are not
applicable and through which individuals
and companies can route and reroute
money (profits, assets) to take advantage
of lower taxes.

their local dimension say that they
indirectly force governments to apply
constraints in applying tax rates. They say
they facilitate the global circulation of
wealth by offering services to asset owing
entities.

Why should we care?
First, the volume is humongous, entailing
a very high opportunity cost in terms of
loss of investible funds in a country
struggling with low investment-to-GDP

Joseph Stiglitz, however, considered
them a threat to global governance as
they facilitate money laundering,
corruption and an unacceptably high level
of wealth inequality.

their wealth abroad?

objective. Instead of jumping to
conclusions, the situation demands
evidence-based
planning
and
adjustments,” he added.
As much as the private sector dismissed it
there is little denying the fact that
Pakistan is perceived to be a poor country
with an astonishingly rich elite. The leaks
of offshore accounts of Pakistani
individuals and companies did highlight
the anomaly. It also exposed the nexus
between law firms and financial
institutions and a web of complex
transactions, all shrouded in mystery.
“The work of the journalist body is
commendable in terms of providing
actionable evidence to suspected
wrongdoings of the rich and famous but I
fail to see the element of surprise,” an
aspiring economist said, attributing
low-calibre debate around leaks in
Pakistan to financial illiteracy. “Banks are
not just about storage. Obfuscating
wealth through a maze of tool is also one
of its functions in today’s world. Actually,
tax avoidance is the new elite sport.”
For clarity, it is important to answer some
www.economicaffairs.com.pk
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By: Ihtasham ul Haque

TIME IS RUNNING OUT
A

s Pakistan enters the election
early next year, the PML-N
government is resorting to
massive deficit financing that
has started heightening inflation causing
new hardships to the already burdened
people of Pakistan.

This
infamous
deficit
financing,
commonly known as the printing of notes
without equivalent to gold reserves, took
place worth Rs900 billion last year. The
year 2017-18 is said to be witnessing
deficit financing close to Rs1,500 billion
by the central bank. This is in addition to
reckless borrowing being made by the
government both from the State Bank of
Pakistan (SBP) and commercial banks.
Ever since Pakistan completed its three
years $6.67 billion Extended Fund
Facility (EFF) programme in October
2016, the IMF officials stopped taking
any notice of immense deficit financing
which was earlier taking place marginally.
The current 6 percent inflation rate,
insiders maintain, will end up at 10-11
percent by June 30 next year and that if
the government did not stop seeking

more and more deficit financing the rate
of inflation could go up to 15-20 percent
reminding us of 2008-2009 when it
reached at 25 percent.

it is said that tax rate for petroleum
products needs to be reduced but on the
contrary it is being revised upward the
prime suffer of which is a common man.

There is a general view that in the absence
of any authority to be exercised by the
officials of ministry of finance, those
sitting in the Prime Minister’s Secretariat,
are exerting pressure on the central bank
to fulfil their funding requirements by
resorting to deficit financing.

Receivables of Pakistan State Oil (PSO)
have grown to Rs1,225 billion due to
which the organization is unable to
import furnace oil causing 8-12 hours of
load-shedding. The government, it is
alleged, is wrongly attributing fresh long
hours load-shedding to ongoing smog and
smoke which is actually happening
because of shutting down of many power
plants as they were not having adequate
supply of furnace oil.

This is a double edged sword that is
bringing more financial difficulties for the
hapless and helpless people of Pakistan.
They are facing snowballing inflation due
to deficit financing, government’s
enormous spending on development
activities and latest through Rs5.50
increase in high speed diesel (HSD) prices.
The standard tax rate for HSD had always
been up to 17 percent and its current
increase is over 21 percent.
This Rs5.50 increase in HSD was the
highest in last nine months and simply
shows that the government is bent upon
managing resources from all sides with a
view to winning the elections. Generally,

The matter is worsening as the central
bank is politely refusing to extend foreign
exchange to import what it believes
unnecessary furnace oil. Infighting
among WAPDA, GENCOs, NTDC,
DISCOs and other power companies of
the public and private sectors does not go
well in terms of resolving power sectors
problems.
On one hand there are Rs1,225 billion
receivables of PSO and on the other hand
there is Rs800 billion circular debt which
www.economicaffairs.com.pk
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previously was Rs480 billion and was
subsequently paid off by the government
immediately after coming into power in
2013. Its kitty position improved when
the late King Abdullah of Saudi Arabia
generously offered $1.5 billion precious
gift to Pakistan.
And if the government goes for
devaluation of the rupee, this inflation
will further increase and who knows how
people will cope with the situation.
Already key economic indicators
including fiscal and trade deficits, current
account deficit, imports, exports,
manufacturing, home remittances and
foreign exchange reserves are performing
negatively as a result of which much
needed macroeconomic stability is
becoming a distant dream.
Independent economists believe that it all
started with the announcement of the
current budget in which the development
strategy has been changed aimed at
winning the next election by dolling out
Rs250 billion to PML-N MNAs and
MPAs. It was termed a “political
programme” that witnessed a big 25
percent increase in the Public Sector
Development Programme (PSDP), up
from Rs700 billion to over Rs1,000 billion
in 2017-18.
Moreover, the government sadly allocated
just Rs7 billion for the power sector in the
PSDP of the current financial year. Since
the country’s transmission lines are
speedily decaying, the government was
expected to allocate some handsome
funding for their early rehabilitation. But
it did not happen, prompting critics to ask
how can the expected 10,000MW to
12,000MW of new electricity be managed
in the presence of weak and old
transmission lines?
The flawed development strategy worked
out for the current budget is said to have
caused problems at all levels and
increasing political uncertainty has made

matters worse.
The irony is that while new power plants
continue
to
be
installed
and
commissioned, no new planning was
done to replace the existing crumbling
transmission lines that are said to be
warranting billions of rupees.
The pending structural reforms especially
in the energy and revenue sectors
remained the number one problem that
could not be partially addressed. The
Fund officials just paid lip service to these
reforms.
But in reality they kept extending waiver
after waiver and did not press the
government to implement structural
reforms in key sectors like revenue and
energy. The government received 15
unprecedented waivers during all the 12
reviews of the economy by the IMF.
It was said to be a political and not an
economic programme which was initiated
at the behest of the US State Department
which did not want any
instability in the region.
The situation, nonetheless
is different today as the
US government seems
unprepared to use its over
70 percent voting right in
the World Bank and IMF
to bail out Pakistan.
The
failure
in
implementing structural
reforms in the revenue

www.economicaffairs.com.pk

sector is becoming a main hurdle to
generate adequate revenues in order to
have a double digit tax-to-GDP ratio.
There is Rs200-250 billion annual
revenue shortfall that continues to be
faced by the government.
This shortfall cannot be avoided unless
the tax policy division and revenue
division is bifurcated without which an
improved tax-to-GDP ratio would remain
a difficult preposition. Corruption at all
levels in the FBR coupled with inefficient
staff is one of the major reasons for
declining revenues. The government has
twice extended date for filing income tax
returns and so far close to 300,000 such
returns were filed by the people and
whether the figure will touch the expected
700,000 is anybody’s guess.
The energy sector is plagued with
mismanagement,
corruption
and
competency issues. The government
officials have started conceding that
certain economic improvement achieved
during the last four years is vanishing due
to political uncertainty and by pursing
flawed
economic
policies,
notwithstanding Ishaq Dar’s claims to the
contrary. Everybody says time is running
out but those who matter are busy
elsewhere in their political survival and in
the process the economy is suffering
perhaps beyond repair.
The writer is the recipient of four national APNS awards
and four international best journalist awards.
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By: Ihtasham ul Haque

PAKISTAN’S

DEBT TRAP IS REAL
L

ooming political uncertainty,
coupled
with
serious
governance problem, is further
aggravating the country’s
economic and financial difficulties.
It is worrying that the current account
deficit is feared to go beyond $17 billion by
June next year and $23 billion in 2019-20.
Two teams, each headed by the central
bank governor and the finance secretary,
recently visited Europe and the United
States to hold roadshows and float Euro
and Sukuk bonds with a view to arrest the
deteriorating foreign exchange reserves.

Though Pakistan raised $2.5 billion, the
amount is far less than what the country
requires to avert a potential balance of
payments crisis.

countries in line are: Pakistan, Egypt and
Ecuador that was added in the potential
list of defaulters.

History, it appears, is about to repeat itself.
Twin deficits are emerging with a
vengeance, making a mockery of the rulers
and bringing to the fore their sheer
incompetence to deal with pressing
financial and economic challenges.

“Time is running out and it is high time to
act before nothing is left to fall back,”
warned renowned economist Dr Hafeez
Pasha. There is no rocket science, he said,
to understand that this time around
business as usual would not help
overcome serious emerging challenges.

Pakistan has been placed among four out
of 10 countries that would default soon on
repayment of external debt. Venezuela has
already defaulted and the other three

“I can very well anticipate that our foreign
exchange reserves could fall to $7.8 billion
by the end of June 2018 and, as such, it
would be insufficient even for just six
www.economicaffairs.com.pk
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Bloomberg.
So far, the government has succeeded in
obtaining loans, both short and long term
from all internal and external sources to
avoid default. Now when Bloomberg
extensively talks about defaulting
countries,
international
financial
institutions (IFIs), foreign commercial
banks and other private lending
organisations would not be that generous
to oblige Pakistan.
The problem has compounded as the
United States, which enjoys over 70
percent voting rights in the World Bank
and IMF, does not seem to be favouring
Pakistan too much at the moment.
For PML-N, things became tougher as
political uncertainty increased, especially
after in the wake of Panama Papers. Since
then, it has not been able to get time to
address key economic challenges including
that of the widening current account
deficit.

weeks of import.
“Under these precarious circumstances,
floating $1 to $2 billion Euro/Sukuk
bonds would not be enough,
therefore, I suggest taking urgent
remedial
measures
including
increasing exports to avoid a major
financial disaster,” the former finance
and commerce minister said.

Former finance minister Ishaq Dar, often
accused of mismanaging the economy,
found an easy way to resolving serious
economic issues by borrowing from all
sides which eventually resulted in the
accumulation of unprecedented debt. This
is in that backdrop that independent
economists believe Pakistan is facing an
imminent ‘debt trap’ and that bad time is
ahead due to the inaction of the current
government.

$12.4 billion last year despite the
reduction of $5 billion in the annual
import bill. Some officials do concede that
failure in increasing exports, home
remittances and foreign direct investment
(FDI) particularly portfolio investment in
stock market has created a serious balance
of payment problem and that desperate
efforts are needed to fix things.
There is a growing consensus among
official and unofficial quarters that exports
need to be given priority in terms of
boosting weak foreign exchange reserves
that also requires urgent readjustment of
the Pakistani Rupee. Devaluation up to
10% could help increase 3% of exports,
though the IMF is urging a 23% downward
revision to achieve competitiveness.
Dar always resisted devaluation. He used
to say that for a slight increase in exports,
debt accumulation was a more serious
issue and that stagnant exports should be
enhanced through diversification and
valued addition. The much trumpeted
Rs170 billion package also did not yield
results.
But then why is the government not
releasing over Rs200 billion worth of sales
tax refunds of exporters to ease their
liquidity problem?
Going forward, a home-grown solution to
the serious balance of payments crisis has
to be found as chances of getting another
bailout from the IMF seems to difficult.

This is in that backdrop that
independent economists
believe Pakistan is facing an
imminent ‘debt trap’ and
that bad time is ahead due
to the inaction of the
current government.

Repayments issue
Who in the government does not
know that pressure on the balance of
payments has been rising and a
weakening reserves position is making the
job of economic planners difficult in
ensuring timely loan repayments.
Similarly, repayment obligations will
swiftly grow on commercial debt besides
the maturity of $2 billion Sukuk bonds
during the same period. Repayment to the
IMF will soon start as well.

Many people believe that if Pakistan does
not mobilise $10 billion within the current
financial year, it could face a default
situation as is being anticipated by some
international
agencies
including
www.economicaffairs.com.pk

Who could imagine that current account
deficit would increase by over $1 billion
every month. It reached an unprecedented

The government must accord
preference to exports and should
initially start deducting tax against
exporters’ refunds, if it is still
unwilling to make them payments.

Likewise, a 1.5 to 2% subsidy should
be given to export surplus sugar and
wheat. Home remittances, it is said,
could be doubled provided some
incentives are given to expatriates to
send their funds through normal banking
channels instead of having them sent
through the Hundi and Hawala.
Similarly, all stakeholders should help
remove political uncertainty that will
certainly help attract FDI and portfolio
investment.
All these factors combined can help
Pakistan’s economic position that, at the
moment, does not look too good.
The writer is the recipient of four national APNS awards
and four international best journalistic awards.
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By: Nabeel A. Qadeer
Consequently, not only more jobs will be
generated, but HR and relevant skill-sets
will also be developed. Alibaba’s
partnerships with local vendors could
also boost the economy. Good examples
here are Careem and Uber; owing to their
success, many local start-ups have done
well – many have worked on the same
model and brought motorbikes and
rickshaws to similar businesses. Thanks
to these developments, Pakistan’s GDP
grew by 5.3% – a 10-year high, and
according to Ishaq Dar, the former
Federal Finance Minister, for the first
time the size of the economy surpassed
$300 billion.

Alibaba comes
to Pakistan
The pros and cons of Alibaba’s entry into Pakistan

P

Pakistan’s IT industry has
massive growth potential and
even greater investment
prospects. In light of this,
e-commerce giant Alibaba, one of the
world’s largest online retailers, with a
total market value of $380 billion, has
recently signed anMoU with Pakistan’s
Ministry of Commerce. This development
is aimed at promoting exports from SMEs
and may potentially lead to an
investment of approximately $400
million in Pakistan’s e-commerce sector –
investment at the moment stands at well
north of $120 million. Furthermore, this
agreement entails the provision of
training for SMEs with respect to using
e-commerce platforms, along with
promoting mobile financial services and
online payment services.
On the face of it, Alibaba’s entry seems
full of benefits. However, it would be wise
to consider both the potential benefits, as
well as the drawbacks which may arise as
a result of the company’s entry into
Pakistan.
We know that investors often label

Pakistan as unsafe for investment
purposes and for a long time no major
e-commerce company has dared to set
foot in Pakistan. However, there has been
a drastic change in this perception. Large
e-commerce
portals,
such
as
PakWheels.com,
Zameen.com
and
Rozee.pk have changed the landscape of
the e-commerce industry. This change
may be rightly attributed to the
emergence of 3G and 4G, which
constitute 90% of Pakistan’s broadband
base. With the entry of Alibaba, other
tech giants will follow, with the result that
SME exports will be encouraged, an issue
which was previously not addressed.
The promotion of the SME sector will
have a trickledown effect that will
spearhead the development of local
manufacturing. In addition to this, an
investment of $400 million will prove to
be beneficial to the e-commerce sector.
Foreign competition will lead to better
standards in this sector and force local
e-commerce companies such as Daraz.pk
and Homeshopping.pk to become more
efficient or risk being wiped out.

However, there is a negative side to this.
As a foreign firm with resources
equivalent to that of the world’s 22nd
largest economy,the entry of Alibaba
poses major threats to the e-commerce
industry. Firstly, there is the possibility of
the monopolisation of the e-commerce
industry, as local players will not have the
means to compete with Alibaba’s
resources and as a result, some of these
ventures may die out. This fear is even
more realistic when seen in the light of
Alibaba’s track record of acquiring local
businesses. Furthermore, the presence of
the Alibaba platform could potentially
increase the dumping of Chinese goods in
the market. As a result, local
manufacturers will be unable to match
the low prices Chinese manufacturers
offer. More importantly, the Alibaba
Group has been influencing China’s
economic and foreign policies, something
which may also happen in Pakistan.
To summarise, although there are many
benefits attached to Alibaba’s entry, a
cost-benefit analysis is required to better
understand its implications. There are
always pros and cons to any new entrant
in a market and it will only be after
Alibaba starts operations in Pakistan,
that we will be able to assess their
performance and impact on Pakistan’s
economy. As of now, the entrance of
Alibaba seems positive, promising a
major boost to the economy. Given that
the future is all about the internet and
technology, the e-commerce industry can
only grow in the future. According to an
insider source, the e-commerce industry
will surpass the one billion dollar mark by
2020 in Pakistan. So let’s keep our fingers
crossed and our hopes high.
The writer is a Director of Entrepreneurship, PITB,
Government of Punjab. nabeel.akmal@gmail.com
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THE COST OF

POLITICAL UNCERTAINTY

H

ow much are Pakistanis paying
for the political uncertainty
affecting the country? Economic
literature emphasises that the
cost of political uncertainty is painfully high
as policy direction becomes unclear,
decisions,
investments
and
key
appointments are postponed, approvals
remain pending, new initiatives are
discouraged, and pressure groups have a
field day.
In a study conducted from 1960 to 2004
and involving 169 countries, two IMF
economists found that “an additional
cabinet change (a new premier is named
and/or 50 per cent of cabinet posts are
occupied by new ministers) reduces the
annual real GDP per capita growth rate by
2.39 percentage points.”
Other studies have suggested the same.
Investigating the relationship between
political uncertainty and GDP growth in
113 countries from 1950-82, a study by
four economists from Harvard, Yale,
Stanford, and the US Fed states: “In
countries and time periods with a high
propensity of government collapse, growth
is significantly lower than otherwise.”
The result is intuitive and our experience
bears it out. Pakistan’s economic growth
has had sharp drops after periods of
political turmoil. The most dramatic drop
came with the creation of Bangladesh when
GDP growth fell from 11.35pc in 1970 to
0.47pc in 1971.
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Some of the other transitions have also
been quite costly. Following the removal of
the PML-N government in 1992, growth
fell from 7.7pc to 1.75pc in 1993. After the
dismissal of the PPP government in 1996, it
fell from 4.85pc to 1.01pc in 1997.

Development Update’ by the World Bank. It
is labelled ‘Managing risks for sustained
growth’ but it takes great care to avoid any
reference to the political uncertainty
created by the clash of institutions affecting
the sustainability of our growth.

And while we are currently experiencing the
highest economic growth in a decade, we
risk losing the growth momentum to
political uncertainty.

The 5.5pc growth forecast for the current
fiscal year by the World Bank necessarily
assumes a decisive political government,
which we may no longer have.

Let’s make a conservative estimate. If our
2016 GDP of $283.7 billion grew 5pc
instead of the targeted 6pc owing to
ongoing political uncertainty, then the cost
of political uncertainty in one year alone
would be around $2.84bn (Rs300bn).

Perhaps we are apathetic towards the cost
of political uncertainty because we cannot
touch and feel it like some other costs, such
as the recent hike in the price of tomatoes
that created uproar in the media. If the cost
of political uncertainty could be quantified
and sent to each Pakistani like the bill of his
mobile phone, there would surely be much
wider support for political stability.

Each time an elected government is
removed ahead of its term, we hope that
better governance by those coming in
would make up for the loss caused by the
disruptive transition. The problem is that
every time it remains just that: hope.
Time and again, those coming in have not
done any better than those going out. Each
time we think things would be different but
they are not. Reality is that we are better off
respecting the term of a government to let
its economic decision-makers get a fair
chance in making and implementing their
policies. That’s the certainty we need.
In spite of its significance, the cost of
political uncertainty is left out of some of
the key reports on our economy. Take the
example of the 92-page ‘Pakistan

Every other day we see some number being
thrown around in the media on our
per-capita national debt. There are issues
regarding the accuracy and meaning of this
number. But it serves a useful purpose: it
communicates that we have a serious
problem touching all of us and it must be
addressed.
We need to do the same here. We need to
put a price tag on this latest wave of
avoidable political uncertainty caused by
the clash of our institutions to make
Pakistanis aware of its staggering cost.
The writer is a former executive director at the Securities
and Exchange Commission Pakistan.
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By: Afshan Subohi

Unemployment at 6pc?
Private sector begs to differ

P

AKISTAN’S
official
unemployment rate is around
six per cent. However, a private
research firm recently reported
that 49pc employable people are out of
job in the country. The vast gap between
the two estimates casts doubt on the
value of official data and the federal
agency responsible.
“Even without the current numerical
evidence, people tend to doubt official
projections of the job situation based on
their own experience and observation,”
commented a senior member of the
government’s economic team.
But despite a lack of credibility, not just
the government, but academics, media
and development partners (such as the
World Bank, ADB and IMF) have to
depend on official sources for their data
needs in the absence of an alternative
set of countrywide statistic.

The corporate sector, however, quietly
discards the official data. It relies and
strategises on the findings of
commissioned
research
reports
conducted by specialists in the field. It’s
growth trajectory, particularly that of
fast-moving consumer goods (FMCG)
multinationals such as Lever Brothers
and Procter & Gamble, validates this
choice.
There are several dozen tech-based data
collection and processing companies
serving growing demand from the
private sector. Some respected global
management consulting companies,
such as McKinsey & Company and the
Nielsen Corporation, have also been
expanding their footprint in the country.
“Competition, ambition and the
realisation of the expanding scope of
business opportunities in Pakistan are
forcing serious entrepreneurs to gain
better insight of the society,” said a

business guru, explaining the expanding
role of private market research firms in
the country. “We are rewarded and
punished in tangible terms by the
market. We can’t afford to depend on
intuition.”
Nielsen, a global marketing research
firm, recently shared some interesting
reports with Dawn. One of the six
reports mailed, titled ‘Navigating what’s
next: where the Pakistani consumers are
heading’, provided a piercing insight into
transformational Pakistani society. The
28-page report put the employment rate
at 51pc against 94pc projected by the
Pakistan Bureau of Statistics (PBS).
Based on an extensive survey across the
country covering 38 cities and 270
villages with a sample size of 6,766
households, the report estimated the
worth of Pakistan’s consumer market
size at Rs1 trillion looking through the
FMCG lens.

www.economicaffairs.com.pk

17

DECEMBER 2017

Economics Affairs

The report dissected the market
spending and identified major drivers of
the market. Food was identified as a
major segment, absorbing as high as
79pc of consumer spending.
The drivers of expansion identified by
the report were rising middle class
(38pc, up 8pc since 2010), positive
economic
indicators,
improved
infrastructure (better physical and
digital connectivity besides a stable
power supply), New Age consumers
(27pc millennials) and evolving family
structure (74pc nuclear family).
Some interesting findings related to the
rate of expansion in the rural market
(9pc over double the rate in cities), the
rise in modern trade (16pc growth, malls
and departmental stores), trend towards
premium products (brand preference)
and the evolution of new tech-based
channels of shopping.
PBS chief statistician Asif Bajwa was,
however, unapologetic for the quality of
official statistics.
“Nowhere is the national data set
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perfect. There is always room for
improvement in the technique and
methodology,” he told Dawn over the
phone from Islamabad. “Here at the PBS,
we diligently follow globally accepted
definitions, criteria and techniques. The
vast pool of metadata, available to the
public online, is an asset.”
He also brushed aside the perception of
inefficiency or wilful negligence at the
PBS. “The government uses our data in
the Economic Survey and multiple other
publications.
All
donors
and
development partners also quote our
data in their publications.”
On a wide divergence between official
and private unemployment data, Mr
Bajwa did not offer a direct answer.
“What we do is not easy. Our team
members work very hard in an often
hostile environment with meagre
means. Our work is not comparable to
commissioned reports tainted by private
companies’
interests.
Some
inconsistencies can’t be ruled out
because of the size of the exercise, but
we are tirelessly working to improve our

work.”
Rukhsana Yasmeen, secretary of the
Statistics Division, didn’t have “ready
answers at the top of my head”, but said
she would ask her staff to provide a
considered response on the issues
raised.
Some people did call from the PBS, but
they were unaware of the research
conducted by private companies and
unable to locate the referred report
online.
“The availability and accessibility of
credible national data is empowering in
itself. It serves both the government and
citizens in strengthening democracy.
Evidence-based policy and insightful
interventions improve governance and
equip citizens for better choices,”
commented an economist.
“There is a need for an unwavering
commitment in Pakistan to build a
culture of dependable statistics by
aiming for targets of independence,
quality, trust, accessibility and data
literacy,” he said.
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By: Farhan Zaheer

A

PROPERTY PRICES HAVE HIT A SNAG

zhar put up his residential plot
for sale in the open market a few
months ago, but each time he
approached the broker he
returned disappointed. The plot, located in
the outskirts of Pakistan’s biggest city, had
offered phenomenal returns to Azhar and
peaked around a few months ago after
which the middle-aged man decided to sell
and move into a bigger apartment.
Little did he know that the growth
trajectory was over and that property
prices were soon about to fall. In four
months, his plot lost over 30%, dashing his
family’s hope of living in a comparatively
more
upscale
and
developed
neighbourhood. A 30% fall in price is by no
means a minor retreat.
Is it a real estate crash? The more he talks to
property dealers, the more he panics.
“This phenomenon is difficult to explain
completely,” CITI Associates CEO
Muhammad Shafi Jakvani said. However,
he said, one major factor that has
dampened investors’ trust is the slow pace
of work in some developing residential
schemes.

Market observers say property prices
posted decent returns from 2014 to 2017,
but all that euphoria is gone.
Some say the market is making a
correction, which was bound to happen
after it provided mouth-watering returns
for over three years. Developed housing
localities
still
offer
the
same
mouth-watering returns, but it is the new
ones, which attracted fresh investments in
the last five years or so, that have seen a
bearish run.
Plot prices that were in the range of Rs11.5
to 14.5 million a few months ago have now
come down to Rs7 to 11 million, a massive
decline of up to 39%.
Political noise and property market
Property market in Pakistan has always
been closely linked with the political
atmosphere. With relative political stability
in the last four years or so, the property
market has provided strong returns
compared to other investment avenues.
However, industry officials have varied
views on the link between property market
performance and political problems that

have emerged since the ouster of Nawaz
Sharif.
“General elections are not too far and I
believe some investors are holding their
positions. Political temperature is also
rising for the last few months and it has
also dampened the atmosphere,”
commented Jakvani.
However, some believe the political factor
is not the major one.
“I do not think the current problems of the
market are because of political noise in the
country. It is mostly connected with the
bad government policies in last one and a
half years,” added Arif Jeewa, chairman of
Association of Builders and Developers of
Pakistan (ABAD) – a body of over 700
members.
Some builders and developers say
Islamabad has also seen a slowdown in
recent months, but it is mainly due to
over-supply of ready to live properties,
especially apartments. Property market in
the country has been on the slower since
mid-2016. The first jolt was witnessed
when the Federal Board of Revenue (FBR)
www.economicaffairs.com.pk
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announced property valuations for all
major cities, substantially higher than the
old rates, in a bid to increase taxes from the
sector. However, the government failed to
collect enough taxes, leaving the
extraordinary growth in the market in
doldrums. Real estate dealers say the
market recovered by December 2016, but
continued its slide from the new year.
Following chaos, real estate markets
largely stay stable
In May 2017, the Supreme Court slapped a
ban on high rises and ground-plus-two
floor buildings in Karachi. Since then, the
city has witnessed up to a 30% decline in
major commercial property sites, especially
in DHA. Buyer who bought commercial
properties now want to sell in droves as
they cannot build four-storey buildings due
to the Supreme Court ban. The ban was
slapped on the request of Karachi Water
and Sewage Board (KWSB) as it was not
able to provide enough water to new high
rise buildings in the city.
Despite an extraordinary decline in
commercial property prices in Karachi,
most property dealers of the city agree
residential property rates are fairly stable,
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except in few cases. ABAD said 308 high
rise buildings, mostly in Karachi, are
waiting to get clearance from the Sindh
Building Control Authority (SBCA). This
accumulative investment exceeds Rs600
billion and it will become a huge issue for
the government in the next few months.
Way forward
Real estate dealers say there is so much
demand for housing in the country that no
property bubble or real estate crash could
actually hit the market. With a shortage of
over 10 million houses in Pakistan,
equilibrium emerges whenever any major
decline in real estate prices occurs. Property
dealers say the FBR has instilled fear in the
market by issuing letters to those who do
large bank transactions. The fear of being
caught by the tax authorities is also
discouraging many to avoid dealing in the
sector.
“Government can still handle the situation
by taking all stakeholders onboard.
Otherwise, the money that is currently in
the property market may find its way in
some other unproductive sector or even
outside Pakistan,” AB Enterprises CEO
Shaban Elahi commented.
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bearing a cost of Rs94.4 million followed
by Hyderabad where roughly Rs26 billion
was legalised by paying Rs79 million in
taxes.
The country’s tax system still promotes
money laundering despite the fact the
government has declared tax evasion as a
crime under the Anti-money Laundering
Act of 2010. The tax law still provides
avenues for legalising the black money
without forcing people to disclose the
source of income.
Owing to lacunas in tax laws and different
property tax rates, the real estate players
are declaring two types of property prices –
one for paying provincial taxes and the
other for federal taxes. Both these prices
are far lower than the prevailing market
rates.

Real estate players whiten
black money worth Rs290b

P

eople have legalised over Rs290
billion worth of black money in
just three months by accepting
the realty sector’s tax amnesty
scheme in return for paying a paltry Rs877
million in taxes, which raises questions
over the government’s strategy to deal
with tax evasion.
More than half of these transactions were
carried out in Karachi. About one-fourth
of property transactions took place in
Lahore and roughly one-third each in
Islamabad and Hyderabad.
The Federal Board of Revenue (FBR)
received Rs877.3 million in taxes under
Section 236-W of the Income Tax
Ordinance from July through September,
according to official statistics. The section
had been inserted in the law in December
last year to give legal cover to the tax
amnesty scheme for the realty sector.
Under the law, the sellers and buyers of
real estate can get their immovable assets
legalised by paying a nominal 3% penalty
as advance income tax, according to the
Income Tax Ordinance that the PML-N
government got passed from parliament
in December last year.

After paying 3% of the transaction value,
these people are allowed to incorporate
hidden wealth into the books of accounts.
On the basis of tax payments of Rs877
million, independent tax experts have
estimated that the sellers have legalised
roughly Rs292 billion worth of black
money. These transactions were carried
out by the sellers and if the value of buyers’
transactions is included, the amount will
rise 100%.
At the standard 30% income tax, the FBR
lost Rs87 billion in revenues on the
amount that the people legalised by opting
for the amnesty scheme, excluding the
penalty that is 100% of the payable tax.
The largest amount of Rs150 billion was
legalised in Karachi where people paid
Rs452 million in taxes under Section
236-W from July through September of
the current fiscal year.
Lahore was the second major city where
people declared roughly Rs75 billion worth
of property by depositing a meagre Rs227
million in the kitty.
Islamabad was the third city where people
declared Rs31 billion worth of real estate,

Such a difference between actual market
rates and deputy collector rates has led to
the parking of over Rs7 trillion in the real
estate market over the years. In June last
year, the government attempted to bridge
the gap, but ended up offering a tax
amnesty
scheme
under
political
compulsions.
Pakistan’s real estate sector booming but
growth not showing on PSX
Because of the same considerations, the
government has postponed the planned
30% increase in property valuation rates
for federal tax collection. An average 25%
to 30% increase in the property valuation
rates had to be implemented under the
second phase from July 1, 2017, as
announced by Finance Minister Ishaq Dar
last year.
Had the government increased the
valuation rates, the Rs877 million tax
collection under the amnesty scheme
could have at least doubled in the first
quarter.
On October 10, FBR Chairman Tariq
Pasha had promised the National
Assembly Standing Committee on Finance
that he would finalise the new valuations
within 15 days — a deadline that passed
this week.
FBR spokesman Dr Mohammad Iqbal did
not respond to the request for comments
on not honouring the promise made to the
parliamentary panel.
Authorities had estimated collection of an
additional Rs10 billion following up to
30% increase in the valuation rates in fiscal
year 2017-18. The exchequer is taking a hit
of about Rs850 million per month due to
the delay.
www.economicaffairs.com.pk
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By: Bilal Hussain
Safety features like air-bags are there even
in 660CC cars. Those who have driven
locally assembled vehicles and have now
switched to Japanese cars are all united in
their opinion – they would rather prefer
the imported variety and quality.
Manipulation of law
At least quite a few, if not all, the
importers of these cars have a rather
murky background!

Japanese second hand cars in
Pakistan — value for money?

A passport of a person who has lived
abroad for a couple of years is abused to
import second-hand cars either through
the transfer of residence, baggage or gift
scheme for commercial purposes. This
particular relaxation in the law was
provided to benefit expatriate Pakistanis
and their families and friends back home.
But a massive 65,000 used units were
imported in fiscal 2017, mostly for
commercial purposes, and taken from the
wharf straight to the showroom!
If imports are through proper channel,
then varying duties for all derivatives
shall apply as vehicles are evaluated on
true value before duties apply. Duties
increase with the increase of the rates of
cars, giving a bigger sway to the taxman.
On top of various duties, 17% sales tax
has to be paid. According to insider
information, the sales tax is seldom paid.

R

eported at upwards of $35
billion, the external account
deficit for the fiscal 2016-17
was the highest in the history of
the nation. A not-too-small chunk of it –
in specific terms Rs20 billion or $200
million – was consumed by the imported,
mostly Japanese, small to medium-sized
cars.
Apart from splashing red over our
external balance sheet, it is making the
local assemblers see nothing but crimson.
At the same time, it is providing value for
money to buyers, which is generally not
the case with locally assembled cars.
Another aside, black money has also
found an avenue through it.
And, made for the Japanese roads, these
cars are not without their downsides. The
worst nightmare for a motorist driving a
Daihatsu Mira or Honda’s N-One or some
similar low-height car in Karachi is they
would often have the underbelly of their
cars violently scratched with improvised,
unmarked speed-breakers popping out of
nowhere.
At the top of it, spare parts are a tad
difficult to find, and, when one does locate
www.economicaffairs.com.pk

them, these are super expensive. Costing
an arm and a leg to replace, side-mirrors
meanwhile are the most prized picks by
thieves around the metropolis.
Some months ago, Tariq Hussain, a
businessman, lost side-mirrors of his
Toyota Vitz and later of Honda N-One
right under the nose of his apartment
building’s watchman in the wee hours on
both occasions, in PECHS Block 2.
Toyota Vitz side mirrors cost him Rs
10,000 while N-One side mirrors were
selling at whopping Rs 44,000 then but he
went for cheaper, Rs 4000, improvised
side-mirrors, for fear of losing them again.
But that hasn’t kept him from retaining
N-One and later he also bought Daihatsu
Mira. “N-One is small, yet the interior
feels like a newly bought sedan. It’s
spacious. The same goes for Mira and
obviously also for Vitz,” Hussain said. “In
the past, I also had locally assembled
Suzuki Alto, 1,000 CC, but there’s no
comparison between the performances of
Japanese and locally assembled cars.”
Cars made in Japan and landing in
Pakistan are replete with different
functions. The drive is simply luxurious.

It is also not legally binding as these
imports are on the basis of Transfer of
Residence, Baggage or Gift scheme. But
this facility was not meant to be
commercially exploited – something now
actually happening.
The government is now tightening its
policy, making the transfer of residence
(TR) mandatory for such imports.
Local
automakers’
lack
of
sensitivity
From a general perspective, this massive
import of Japanese units was inevitable
as the automakers having captured the
market were neither willing to upgrade
nor innovate. The most glaring flaws were
in safety features, which were not in line
with
contemporary
international
benchmarks. There’s a classic example of
Suzuki Mehran, which has seen no change
at all, apart from a slight facelift and a bit
of upgradation in the engine after 2013 –
24 years after it was last done in 1989!
Pakistan is not alone in importing
second-hand cars, the UK and other
developed nations do that too – but the
latter do it after stringent evaluation
about their road-worthiness.
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By: Nasir Jamal

New carmakers extend
footprint in Pakistan

F

rench
carmaker
Renault
announced last week that it is
entering the Pakistani market.
The company said it had signed
definitive agreements with Al-Futtaim, a
Dubai-based firm, for “exclusive assembly
at a new state-of-the-art plant in Karachi
and distribution of Renault vehicles in
Pakistan”.

million, a rapidly growing economy and a
vibrant middle-class are likely to push the
market size from fewer than 300,000
units at present to more than half a
million by 2020,” Syed Nabeel Hashmi, a
leading Lahore-based auto-parts maker
and exporter.

The two partners expect the plant will be
built starting the first quarter of next
year. Car sales are planned to start in
2019, ramping up in 2020.

The road network being built across the
country under the multibillion-dollar
China-Pakistan
Economic
Corridor
(CPEC) will continue to provide
additional, major impetus to auto sales
over the next several years.

Renault said the company aims to
become a major player in Pakistan,
bringing its latest products and
cutting-edge technology to set new
benchmarks of safety and quality. Indeed,
Pakistan offers a huge opportunity to
carmakers as demand for cars and
commercial vehicles is growing at an
annual rate of more than 10 per cent.

“With half of its population below 30
years and car penetration as low as 13
vehicles per 1,000 people, Pakistan is one
of the last remaining populous countries
to go through rapid growth in
motorisation. Which other market in the
world matches the opportunities offered
by Pakistan to global carmakers? None,”
he says.

“With a population of more than 200

Pakistan is said by many carmakers to be

one of the most dynamic markets in Asia.
Little wonder then that tax and other
fiscal incentives offered in the new
Automotive Development Policy are
attracting new brands.
Two Korean brands — Kia and Hyundai
— have already partnered with Younus
Group and Nishat Group to set up their
plants for starting local assembly of their
cars by 2020.
Volkswagen is also interested in investing
in business ventures in Pakistan in a
market starved for a wider range of
good-quality cars while Chinese brands
also plan to bring in cheaper cars to help
middle-class households transition to
four-wheelers from two-wheelers.
As the new automakers extend their
footprint into Pakistan, growing
competition is forcing the existing ones
to invest more money in technology,
introduce new models, improve their
quality and safety benchmarks, and
www.economicaffairs.com.pk

23

DECEMBER 2017

Economics Affairs

rethink strategy for maintaining their
present market share.
“We expect strong competition from the
new (Korean) carmakers setting up their
assembly plants,” says Hiroyuki Fukui,
Toyota Motor Corporation’s chief
executive officer for Asia, Middle East and
North Africa region. “We are preparing
our strategy for Pakistan because it is a
very important and growing market for
us. We plan to launch smaller cars in the
market as well. But we cannot disclose
our plans yet.”
Many like AKD analyst Ali Asghar
Poonawala feel the entry of new brands
will drastically change the dynamics of
Pakistan’s auto market. “New entrants are
expected to compete on price points. The
20pc-25pc discounts they have under the
ADP-II will likely encourage price-based
competition,” he underscores.
He says the existing Japanese OEMs
(original equipment manufacturers) are
focusing on localisation, investing on
plant and machinery, improving
efficiencies by reducing production line
bottlenecks, and introducing new models
and upgrading the existing variants to
compete with new players when they
start production.
Besides, the existing assemblers are also
improving safety features in their cars to
attract buyers. Indus Motors, for
example, is now providing safety airbags
(only for drivers though) in all its Toyota
vehicles even though it is not mandatory
under government laws. They are adding
features they had never thought of
offering in this market before, says Mr
Poonawala.
Mr Hashmi feels that small hatchback
cars will drive the market growth in
future. “I see competition becoming fierce
in 2019-20 with many options available
to car buyers. Localisation of parts will be
the single most important factor for
survival for the OEMs and, therefore, it
must be faster and cheaper.”
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“Whether the new players can sustain in
this market and create a place in the
market for their vehicles depends on
market segments they plan to target.
They must install manufacturing capacity
of at least 50,000 units a year with export
capacity to show their seriousness and
long-term commitment to this market
and invest in supply chain for faster
localisation to stay price competitive,” he
adds.
But a senior executive of a car company
laments the government policies are
hurting localisation. “The prohibitive
regulatory duty of 20pc imposed on
components used for local assembly of
car air conditioners has eroded the
5pc-8pc advantage of local car AC
manufacturers. Similarly, used cars are
exempt from regulatory duty but new
cars aren’t,” he says.
He dismisses criticism that the existing
brands have failed to deliver quality and
safer cars to Pakistani consumers.
“Our low economies of scales have kept

Japanese assemblers from not only
increasing their production capacity but
also introduce new, latest models.
“You cannot bring so many vehicles using
latest technology to Pakistan because we
do not have the kind of roads, fuels,
traffic regulations and policy incentives
required for them. On top of that we also
need to see if our consumers can afford
those models?
“There may be a very strong demand here
for new cars using AI (artificial
intelligence), for instance. But do we also
have the kind of road infrastructure or
traffic laws required to support those
vehicles? No.
“Those who import such vehicles have to
disable many functions before bringing
them on to roads in Pakistan. What’s the
use of that? More than that, we also have
to see if the demand for such vehicles is
consistent with the price. After all, no
manufacturer would want to go into a
market and sell just one car.”
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By: Faisal Zafar

Uber or Careem
T

which works better?

he days of standing at the
corner of a street and waiting
for a rickshaw or taxi may soon
be coming to an end. On-demand
transport can now be availed with a few
swipes on a smart phone, thanks to
ride-sharing services like Uber and
Careem. Over the past few years, such
services have made a big mark as they
look to challenge the conventional taxi
business.
In the cities where they operate, users
can hail a ride from almost any corner or
from the comfort of their own home.
Careem does not operate in some areas
of Karachi but is available in Islamabad
and Lahore. Uber, on the other hand, is
only available in Lahore and Karachi.
Let's take a look at both services and
analyse some of their advantages and
shortcomings.
Services and rentals
Currently, Uber offers two services to
travellers: cars and rickshaws.

The rickshaw rides Uber offers are quite
cheap, with a base fare of Rs35 and an
additional charge of Rs3 per kilometre. If
the rickshaw is made to wait, you may be
charged an additional Rs1 per minute.
The minimum charges are Rs50 and if
the booking is cancelled the same
amount has to be paid. In the car, the
minimum cost is Rs100 while the
charges for making the driver wait are
Rs2 per minute. The variable fare stands
at Rs9.38 per kilometer and the
minimum charges are Rs150 which have
to be paid even if the ride is cancelled.

to pay by either credit card or cash.
Additionally Careem also allows users to
preload credit to their accounts and
automatically deducts the cost of each
ride.

Careem offers users four options: Go,
Economy, Wifi Cars and Business.

It is a fact that Uber's service has faced
criticism in many parts of the world due
to incidents of sexual assault involving
drivers and customers. This appears to be
one explanation for why women in
Pakistan prefer Careem’s service.

For 'Go,' Careem charges at least Rs150
while the basic fare is Rs100. The
variable fare stands at Rs11 per
kilometre. For 'economy,' the minimum
charges are Rs175, whereas for 'business'
and 'wifi cars' the the minimum charge is
Rs250.
Uber and Careem both allow their users

How safe are they?
In both Uber and Careem, just like in a
taxi, it is a stranger driving the car.
Therefore, the issue of safety is of prime
concern. Both companies are taking
precautions in this regard, when it comes
to signing drivers, to ensure safety of
their customers.

After talking with some male Uber users,
it seems that while they use the service
themselves they advise family members,
especially female, to opt for Careem,
citing the incidents of assault from
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around the world.
Public opinion
Although it’s not possible to
comprehensively rate one company over
another just because of what some
people say, most women we spoke to for
this story said they would choose
Careem over Uber because of
“well-behaved drivers”, “better service”,
and “a sense of security.”
On the other hand, most male users had
similar impressions of both services.
Some of the male users we spoke to did
agree that Careem stands out because of
their “well-trained and courteous
drivers.” To them, despite the fact that
Uber is a relatively low cost alternative to
Careem, its drivers lack the level of

professionalism one expects and there is
a perception that they are hired without
sufficient background checks.
This does not mean that Careem is free
of any shortcomings. Browsing through
its Facebook page, you find complaints
about drivers’ bad behavior; some people
also claimed that they were charged for
making the captain wait even though it
was the captain who had arrived late.
On Uber’s Facebook page, one is more
likely to see positive comments and
feedback. Some of the user complaints
on the page are related to cars arriving
late and customers still being charged for
the wait. Some people have also
complained about Uber Auto rickshaw
drivers’ attitudes and lack of proper

As smartphone
penetration increases,
taxi and rickshaw drivers
that struggle to adopt
new technologies may find
themselves in trouble.
www.economicaffairs.com.pk

training when it comes to using the App
provided to them.
Uber’s Facebook presence is robust and
almost every individual comment on
their page is responded to with
instructions for lodging a complaint. On
the other hand, Careem’s Facebook page
is not as active if one draws a
comparison.
How such services affect Pakistanis
Although these services are relatively
new in Pakistan, they are sure to reduce
public transport woes by a significant
margin and mark the end of traditional
taxi and rent-a-car business’ dominance
in the long run.
As smartphone penetration increases,
taxi and rickshaw drivers that struggle to
adopt new technologies may find
themselves in trouble. This is due to the
fact that both companies have become
immensely popular in such a short time
and are widely used by young, employed
people who are most likely to be
smartphone users.
It appears that these companies are
focusing more and more on this
demographic, in the hope of positive
experiences and reviews that translate to
rapid growth in the near future.
However, it is likely that these companies
face resistance and backlash from local
transport unions whose businesses could
be adversely affected.
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By: Nadeem F. Paracha

The New Saudi Vision

S

audi Arabia’s crown prince,
Mohammad Bin Salman, as
saying that he is committed to
“return the country to moderate
Islam.” He added that this is the
kind of Islam the country practiced before
decades of experimentation with stricter
forms of the faith which produced an
extreme state and polity in the kingdom.
Salman said that this happened due to the
1979 Islamic Revolution in the
Shia-majority Iran. He explained that as a
reaction to the revolution, governments in
many Sunni-majority Muslim countries
tried to enforce “rigid doctrines” and that
Saudi Arabia was one such country. He
told The Guardian that “they (the
Sunni-majority countries) didn’t know
how to deal with the rise of radical Islam in
Iran.”
Salman is set to become the next Saudi
king. In fact, he already wields a
tremendous amount of influence and
power within the Saudi monarchy. So his
comments not only sent shockwaves

across the kingdom but also across two
separate sections within the international
community which hold different, binary
perceptions of Saudi Arabia. One of these
sections is mostly made up of observers in
Europe and the US, and ‘moderate’ and
‘liberal Muslims’ in various Muslim
countries. For long they have maintained
that in the last many decades, the Saudi
state formulated various ‘harsh strands’ of
the Muslim faith. They say it did this to
suppress dissent within the kingdom. They
add that the kingdom then began to
export these strands to other Muslim
countries. It is suggested by this section
that this was achieved through the power
of the ‘Petro Dollar’. Consequently, this
policy radicalised various Muslim states
and societies which gave birth to some
unprecedented forms of extremist terror.
Ultimately, the move returned to haunt
Saudi Arabia as well.
The other section has always defended the
aforementioned policy, saying that Saudi
Arabia did so to “counter-balance” the

influence of revolutionary Iran which had
begun to disseminate its brand of radical
political Islam after the 1979 revolution.
This section also claims that the
formulation of harsh Saudi policies within
the kingdom and their export to other
Muslim countries was necessary to
combat ideas such as communism,
socialism and secularism in the Muslim
world. Not surprisingly, a majority of
those belonging to this school of thinking
were (and some still are) the direct
recipients of financial and political Saudi
patronage.
Nevertheless, the latter narrative has now
been shattered by Salman. The November
5 edition of The New York Times (NYT)
reported that on November 4, Salman
ordered a severe crackdown against the
kingdom’s influential clerics and religious
establishment. The newspaper added that
members of this establishment had for
years used the kingdom’s oil wealth “to
promote their intolerant interpretation of
the Muslim faith to the world.” The same
www.economicaffairs.com.pk
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with
the
organisation.

Muslim

Brotherhood

While explaining his vision of a “moderate
Saudi Arabia”, Salman has often alluded to
the policies of former Saudi monarch, King
Faisal Abdulaziz. Faisal was assassinated in
1975, apparently by the brother of a man
who was killed by the Saudi police in 1966.
The man had been a part of a rally in
Riyadh whose participants were protesting
against Faisal’s decision to launch the
kingdom’s first television station.
Faisal is still remembered in the Kingdom
as being one of Saudi Arabia’s most
‘progressive’ and ‘modernist’ monarchs.
He came to power in 1964 through a
‘palace coup’ which he pulled off against
his brother and the sitting monarch, Saud
Bin Abdulaziz. Farzana Moon in No Islam
But Islam wrote that Faisal (as prime
minister) was critical of his brother for
“squandering the kingdom’s oil wealth.”
Faisal used the Saudi National Guards to
oust Saud who had been in power since
1953.
James P. Jankowski in his book Nasser’s
Egypt wrote that at the time of Faisal’s
ascendance, the Middle-East in general
and the Muslim world at large were awash
with two modernist and left-leaning ideas
— Arab Nationalism and Ba’ath Socialism.
The charismatic Egyptian president and
Arab nationalist Gamal Nasser, was being
hailed as the “leader of the Muslim world.”
Jankowski quotes Nasser describing Saudi
Arabia as being “backward” and
“regressive.”
day 11 high-ranking princes from the
ruling Saud family were also arrested. NYT
reported that the arrested princes had
disagreed with Salman’s attempt to isolate
Qatar and were accused of having links

In her 2011 book on the Saudi monarchy,
Professor SherifaZuhur wrote that to
counter Nasser’s influence over Arab
youth, Faisal tried to rapidly modernise
Saudi Arabia. He introduced television,

encouraged modern education and
allowed Saudi women to work alongside
men in offices. Mordechai Abir, in his 1987
essay, ‘The Consolidation of the Ruling
Class and the New Elites in Saudi Arabia’
wrote that Faisal soon began to face
resistance from members of the country’s
powerful religious establishment. As a
result, Faisal blocked their entry into the
higher echelons of his regime.
When Nasser’s influence began to recede
after his sudden demise in 1970, Faisal
rose to become a popular figure in the
Muslim world, especially when he placed
an oil embargo on the US and those
European countries that had supported
Israel during the 1973 Egypt-Israel War.
This is also when Saudi Arabia began to
pour money in the coffers of developing
Muslim countries to earn a major say in
their internal affairs.
The princes, who were arrested on
Salman’s orders this year on November 4
are said to also have had links with the
Muslim Brotherhood. This is interesting
because Salman sees Faisal as his hero but
it was during Faisal’s tenure that Saudi
Arabia became a major supporter and
financer of the Brotherhood. An Egyptian
organisation, the Brotherhood had been
opposing Nasser’s regime across the 1950s
and 1960s. Many of its members, exiled by
Nasser, were taken in by Faisal and allowed
to study at and operate schools, colleges
and universities in the Kingdom.
It is only recently that the long love affair
between the Saudi monarchy and the
Brotherhood began to erode. In his April
17 essay in the Middle East Eye, David
Hearst wrote that Egyptian leader Abdel
Al-Sisi had managed to convince the
Saudis about the threat that an organised
outfit such as the Muslim Brotherhood
posed to the monarchy. Salman is
vigorously pushing ahead with his
political, social and economic reforms. It
will be interesting to see what impact these
changes will have on the politics and polity
of those Muslim countries where the now
elapsing strand of Saudi ideology and faith
had been embraced and imposed.
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Gulf crisis casts a pall on
remittances to Pakistan

T

he number of Pakistani
workers going to the six-nation
Gulf Cooperation Council
(GCC) is on the decline, fuelling
fears of a consequent fall in remittances
from there, particularly at a time when
the entire region in general and Saudi
Arabia in particular is undergoing
dramatic political and economic changes.
Pakistan’s remittances from the GCC — a
regional union comprising Bahrain,
Kuwait, Oman, Qatar, Saudi Arabia and
the United Arab Emirates (UAE) —
started growing rapidly from 2002, partly
owing to post-9/11 developments and
increased manpower export to that
region.
But from 2014, our manpower export to
the UAE, the largest market of the
Pakistani workforce, has been on the
wane. And from 2015, the same has been
the case with Saudi Arabia, the second
largest market.
Besides, as Saudi Arabia is now reshaping
with its fiscal policies and expanding

non-oil economy and as the UAE is fast
emerging as a global business centre, the
dynamics of manpower exports are also
changing.
Though Pakistan has not yet experienced
any major setback in remittances’ flow
from these two countries, some signs of
weakening are quite visible now.
If we look at annual remittances from
Saudi Arabia, no big change has occurred
in the past five years despite the fact that
our manpower export to that country has
seen a declining trend after 2015.
A major reason is that remittances
coming from the more than two million
Pakistanis already working in the
kingdom and fluctuations in manpower
export for one or two years cannot
majorly disturb remittances.
However, 2017 is unique because during
the first nine months of this year our
manpower export to Saudi plunged to less
than 25 per cent of what it was in 2016.
Such a big decline is bound to affect the
inflows from there.

The monthly average of remittances from
Saudi Arabia fell to $443m in
January-October this year from $484m a
year ago. The impact of an even larger
decline this year would reflect accordingly
in next year’s remittances.
The 2018 remittances from the kingdom
may also reflect a fuller impact of the July
2017 levy under which a tax of 100 riyals
(Rs2,800) per month was imposed on
each unemployed family member of
foreigners living in the kingdom.
Many Pakistanis unable to afford this tax
have started coming back home, and
those who would prefer living there would
obviously not be able to send as much
foreign exchange as they did before the
levy.
Pakistan has sought concession in this tax
for its citizens living in Saudi Arabia, but
it is difficult to predict whether the Saudi
government can grant it.
Moreover, the kingdom’s recent decision
to allow its women to drive might also
affect Pakistani workers, a large number
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of whom are drivers, thus affecting the
flow of remittances to Pakistan.
In the nine months through September,
our manpower exports to the UAE also
fell but less steeply than in the case of
Saudi Arabia. Besides, many Pakistanis
who go to the UAE for jobs find
opportunities of doing their own
part-time business far easily than in Saudi
Arabia.
That is why remittances from the UAE
declined just 2pc in the last calendar year.
And in January-October this year, average
monthly remittances from there
improved to $396m compared to about
$361m a year earlier.
However, remittances from the UAE may
also start falling if the government gets
more serious in tracking down an
estimated $8 billion investment from
resident Pakistanis in the emirates’ real
estate market.
“One reason why UAE’s remittances may
not falter too much despite falling
manpower export is that part of the

Manpower export from Paksitan
Period

Manpower export
to Saudi Arabia

Manpower
export to UAE

CY2013

270,502

273,234

CY2014

312,489

350,522

CY2015

522,750

326,986

CY2016

462,598

295,647

CY2017

112,366

209,930

(Jan-September)

Source: Bureau Emigration and Overseas Employment

Remittances
Period
Saudi Arabia

Remittances
from UAE

CY2013

$4.400bn

CY2014

$5.175bn

CY2015

$5.876bn

CY2016

$5.808bn

CY2017

$4.433bn

(Jan-October)
Basic Data: SBP

Remittances

inflows are proceeds of the
transactions
made
in
Pakistanis’
real
estate
investment
in
Dubai,”
officials
of
exchange
companies say.
Another thing that may
offset a declining trend in
remittances from the UAE is
that
many
Pakistanis
previously
settled
and
employed in the United
States, Britain or Canada
have shifted to the UAE.

Cumulative
remittances
from the remaining GCC
nations — Bahrain, Kuwait,
$3.524bn
Qatar and Oman — kept
$4.417bn
growing for a long time, but
$4.329bn
fell marginally to $2.325bn
in 2016-17 from $2.423bn
$3.961bn
in the preceding year. A
similar trend remained in
sight in the July-October
period this year, a look at recently released
data reveals.
$2.862bn

Our cumulative manpower export to
these countries fell to 53,032 in
January-September this year from 63,787
in the entire 2016 and 69,722 in 2015.
he lifting of the ban in 2016 on manpower
exports to Kuwait has yet to make any
significant impact, despite tall claims of
the government.
Declining manpower exports combined
with fewer opportunities of work for
overseas Pakistanis living in these
countries, each one focusing on
promoting jobs for local population or on
revisiting policies of foreign workers’
hiring at a time of low oil prices, may keep
inflows to Pakistan lower, bankers say.
One important determinant of the
volumes of remittances from the GCC
region, or from anywhere else for that
matter, is the quality of our manpower
exports. Our record is poor on this count.
In January-September this year, fewer
than 1,800 professionals (engineers,
doctors, nurses, teachers, accountants
and managers) went abroad for jobs
compared to 45,484 drivers and 155,556
labourers.
As Saudi Arabia, UAE and other GCC
nations are reshaping their economies,
much would depend on the quality of our
manpower exports there in determining
future remittances.
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3RD CPEC

MEDIA FORUM ISLAMABAD
The third China-Pakistan Economic Corridor (CPEC) Media Forum was held in Islamabad on 27th November, 2017. The event was organized
by the Pakistan-China Institute (PCI), led by Senator Mushahid Hussain Sayed, in collaboration with the Chinese Embassy in Pakistan. The third
media forum was arranged to promote news exchanges and collaborative partnership between the media personnel of the two countries.
In his welcoming address, Senator Mushahid Hussain Sayed congratulated the Chinese leadership for successfully holding the 19th National
Congress of the Communist Party of China. While highlighting CPEC significance, he said CPEC was launched at a time when no other country
of the world was ready to invest in Pakistan. He announced that PCI
will soon hold media workshops at the regional levels, to draw
attention to the far-reaching benefits of CPEC.
While speaking as the chief guest, the newly designated Chinese
ambassador to Pakistan, H.E. Mr. Yao Jing said that CPEC is a priority
for Chinese leadership, and he would ensure it gets implemented in
letter and spirit. H.E. Yao Jing, who was delivering his first speech at
a public forum after his appointment as the new ambassador, said he
is proud to have been posted in Pakistan for the third time.
In his keynote address, the Chief Executive of China Economic Net,
Mr. Wang Xudong, said that he hopes the forum will continue
promoting media-to-media relationship, and gave several
recommendations to make media cooperation more effective.
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