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Preface

W
y is pakistan perceived to be an 'ungovernable' state? A label
it never carried in the past? Can anything be done to restore
it to the track from which it derailed?These are questions that

are often asked by the global community and the public at large in Pakistan.
We do not pretend to have either a magic wand to answer these very
complicated but relevant questions or a crystal ball to foresee the future. In
all humility, what we can do is to figure out why pakistan was among the
top ten performing developing countries ahead of China, India, Vietnam,
and many others in economic and social indicators recording an average
GDP growth rate of6 per cent annually for over 40 years until 1990. It was
a peaceful country enjoying respect amongst the world community. Tourists
and visitors from abroad were able to visit any part of Pakistan freely in
what they found to be a safe and secure country of friendly, hospitable,
and caring people. Thousands of students from African and Asian countries
studied at its universities and professional colleges.What happened then
over the following 25 years from 1990-2015? How did Pakistan get lefr
behind both economically and in terms of social development in the region,
let alone in comparison to China and Vietnam? The Indian economy
was only five times larger than Pakistan's in 1990. According to the latest
estimates, it is eight or nine times larger now. pakistan has, during this
period, gained notoriety in the international media as one of the most
dangerous countries in the world. Even visitors who need ro visit it for
business purposes and are assured full security and safety, are reluctant ro
come. Tourism has virtually vanished. Notwithstanding many excellent
institutions of higher learning in pakistan, there is prevalent a famine of

foreign students.

xi
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PREFACE

This book is a modest attempt to understand rhe reasons for this
contrast in the performance of Pakistan during two different periods,
i.e. 1947-90 and 1990-2015. The choice of the two periods is based on
a close scrutiny of the broad economic trends and social patterns. The
book strives to analyse the factors that can adequately aCCOUntfor the
relatively robust accomplishments in the earlier period and the relative
decline and sragnation in the second period. It represents a kind of quasi-
natural experiment in exploring the ingredients that contribute to these
different results.

The starting point is a survey of academic literature, policy and plan
reviews, and popular discourses since 1947 to identifY the alternate
explanatory hypotheses rhat have been advanced, and then test them
against empirical evidence. This methodology cannot hope to match the
rigorous standards set by professional economists as there is no underlying
quantitative model underpinning this analysis which is, hence, necessarily
ad hoc in nature. The ideawas, however, to use a multidisciplinary approach
and avoid the limitations of economic model1ing, including abstractions
from the real world situation; a set of assumptions to keep the model simple
and the choices of variables to be included, some of which are not easily
amenable to quantification. Using dummy variables was an option that was
considered but that could have also led to entanglements with econometric
issues of specification, omitted variables, estimation techniques, and the

robustness of the results. Data pauciry was a further consideration. As this
volume is intended for a wider audience than JUSteconomists, I decided
to fol1owa mOte eclectic, qualitative, evidence-based method and captute
the richness of the different prisms of political scientists, sociologists,
journalists. management and economists, and the like.

This study has benefitted from the insights of influential and thoughtful
individuaJs, focus groups, informal conversations, and consultations with

people from a wide tange of walks in life. In addition to scholarly research,
Studies of various government commissions in Pakistan have also been
made use of.

Thete are several features that make this case study distinct from earlier
ones. The definition of governance here is not limited to state-centred
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institutions alone but is multi-dimensional, coveting a wide tange of them.
It is the first of its kind that examines in some depth the complete array of
the institutions in a historical context. It blends academic literature with
popular opinion on these institutions expressed in the media. Mosr of
the academic literature and popular discourses analyse rhese institutions
in isolation. To overcome this weakness, an attempt has been made to
examine the behaviour, norms, and actions of the society, polity, private
secror, rhe milirary, religious organizations, and external actors that directly
or indirectly impinge upon the performance and outcomes generated
by rhese instirutions. Emphasis is placed on their inrerlinkages and

interdependencies.
I utilize the broader concept of social, economic, and sustainable

development rather than simply economic growth. There are examples
where the countries have grown rapidly through indiscriminate utilization
of its natural resources, whose benefits accrue to a narrow minority at
the top, and which over time become unsusrainable. Such counrries have
witnessed civil wars, social conflicts, a breakdown of law and order, and
prolonged periods of economic decline. Pakistan has also been characterized
as an economy where the state has been hijacked and markets rigged,
with uneven development, pronounced income inequality, and gender and
regional disparities. This strategy was pursued by successivegovernments--
whether militaty or civilian, or a mixture of these-in order to further their
own interests and of those belonging to a small elite class. In my definition,
development is a more all-encompassing endeavour that results in better
education and higher literacy, adequate healthcare, ptoducrive jobs and
livelihoods, an acceptable level of nuttition and access to clean drinking
water, electricity, roads, and infrastrUcture for ordinary citizens.

Economic growth is critical as it induces investment in human and
social development. An educated, healthy, well-nourished, and skilled
labour force then enhances productivity and raises output and incomes,
resulting in higher economic growth. This virtuous cycle is therefore the
key to broad-based development. Over 80 districts of pakistan rank low on
the deprivation index, and the aim of the srrategy should be to spread the
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benefits of development in such a way that these accrue disproportionately
to the citizens of these deptived districts.

The growing militancy, and the ascendancy of the jihadist elements and
groups can also be explained in terms of the withering away of rhe state
and its institutions. As the people became increasingly disillusioned and
disaffected by the State institutions, these non-state actors stepped in to fill
the vacuum and operated patallel systems of justice, service delivety, and
secutity. For example, the people in Swat joined Ot supported the militant
group because they wete able to provide swift justice against ctiminals as
was earlier the case during the Wali of Swat's rule. Those unwilling to join
the jihadists were coerced into doing so as there was no fear of retaliation
or punitive action by the dormant and dysfunctional state institutions. The
army continues to administer Swat even after eight years of the operation
as the civil administration is not yet equipped to assume charge.

This brings us to the instruments, structures, and processes through
which the institutions exercise theit authority, i.e. civil services, the federal,
provincial, and local governments, the police, the prosecutoty body, prisons,
the parliament, and judiciaty. The entire spectrum of institutions is critically
evaluated to assess their capabilities and shortcomings but proposals have
been developed for reforms of only a few selected institutions concerned
with accountability, delivety of services, economic growth, social equity,
and security that should have been prioritized. Successful restructuring
of these two dozen institutions would have spill-over effects on the other
institutions and the islands of good governance would go on expanding
over time.

***

Going forward, Pakistan's economy has to face a myriad of complex
challenges arising from an uncertain global environment, an explosive
knowledge economy, disruptive technologies, demographic transition, and
climate change. Regionally, the COUnttycan take advantage of its strategic
location linking South Asia with Central Asia, and Central Asia and China
with the Middle East. The China-Pakistan Economic Corridor (CPEe),
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currently being implemented, can playa crucial role in establishing these

linkages.
In the domestic arena, the battle against terrorism and exrremism,

equipping the youthful population with education and skills for producrive
employment, bringing abour inter-provincial harmony and social cohesion
by reducing inequalities and disparities, and managing urbanization need

ro be aggressively tackled.

***

Is Pakistan preordained ro remain 'ungovernable', mired in a state of
ceaseless, recurring crises, or can it become 'governable' once more? The
long-rerm agenda for economic revival and social change that could help
in transforming Pakistan into a 'governable' state, derived from the analysis
and views solicited for this study, is spelt out below, and addresses these
global, regional, and domestic challenges. These reforms, if properly
implemented over a period of time by successive governments, should
enable Pakistan to get back to the trajectory of an average annual growth
of six per cent recorded in its first 40 years and achieve the status of an
upper middle income country by 2035. However, the successful execution
of this agenda will depend upon the willingness of the ruling parry and
the Opposition to adopt it and assiduously work ro maintain political
stability, provide a continuity and consistency of policies, and ensure clarity
in their sense of direction. The most important factor, as revealed by the
findings of this study, is the resuscitation of institutions functioning under
the execurive, legislative, and judicial branches of governance to enable
them to become sufficiently strong to effectively translate these policies,
programmes, and projects on the ground. By doing so, it is possible ro
make up for lost time because effective, responsive, and well-funcrioning
institutions would help to minimize the politics of parronage, unshackle the
entrepreneurial energies of the private secror, assure delivery and equirable
access ro basic services to the citizens, and empower civil society and local
governmenrs. It may be recalled that a study by the World Economic
Forum had concluded that a slight improvement in governance results in
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a threefold increase in per capita income in the long rnn. This is the likely
gain which would be accrned by improving the civilian institutions of
governance in Pakistan.

The entire ambit of civil-military relations, a highly contentious
and emotional issue, ought to undergo a dtastic change if the civilian
institutions become capable and effective, thus allowing the democratically
elected leaders to assert theit supremacy over the affairs of the state. The
justification for seeking the aid of the army at the drop of a hat and thus
opening the doors for theit intrnsion in the civilian affairs would become
tedundant (the polls show that they are perceived by the public in Pakistan
to be the strongest and most trustworthy institution in the country at
ptesent). The armed forces would themselves welcome the opportunity
to concentrate on their core functions of ensuring the external security of
Pakistan, particulatly at a time when it is faced with serious thteats from
several directions.

Ayub Khan and Zia ul-Haq could not have rnled Pakistan for as long as
they did without the active help of competent civil servants and the highly
efficient institutions they manned. The militaty had to withdraw to their
barracks soon after the takeovet ro keep their professionalism intact but also
because the command and control system to which they were accustomed
was not attuned to civil administration. By the time Pervez Musharraf
assumed power, the corrosion had set in. Although his devolution scheme
was commendable, the abolition of the offices of the Commissioner, DC,
etc. futther weakened the institutions of governance. It is no longer possible
for an ambitious general ro hold the country together with the present
cadres of civil servants and the institutional set up in a situation when
Pakistan is beset by a magnitude of complex and difficult problems.

These civilian institutions, once strengthened. have to work
collaboratively and collectively in a coordinated manner to achieve rhe goals
before them. The federal, provincial, and local governments, the parliament,
and the judiciary have ro respect the boundaries within which each has
to function without encroaching on each other's domains. The current
practices, norms, and mind-set that are characterized by confrontation,
polarization, fighting for turf, and engaging in 'blame the other' games will
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need to end. This will indeed be the most challenging undertaking which
will eithet make or break the economic nervous system and the security
backbone of the countty. The likelihood of this materializing will only
be high when the gap between the institutional capability (including the
capacity to adapt and change), and the changing development needs and
aspitations of the population can be bridged.

It is my contention that the police and law-enforcement agencies,
if ptoperly recruited, trained, incentivized, and equipped, along with a
tesponsive judiciaty can attest the inroads of the exttemist and jihadist
groups and help in implementing in lettet and spirit the National Action
Plan (NAP) that is intended to eliminate these non-state actors. This, along
with the delivery of basic services to the ordinary citizens is the way in
which the essential ingredients that had led to the perception of Pakistan
as an 'ungovernable' state would slowly and gradually dissipate.

The important question that is often asked in Pakistan is: who will
drive this change agenda? The concluding chapter attempts to address
this pertinent question at some length. There is almost a consensus in
Pakistan that institutional decay, aggravated ovet the last 25 yeats, has
been responsible for bad governance, and this malaise has to be fixed. Past
experience has vividly demonstrated that sweeping reforms across the boatd
that affect the entite system are neither politically feasible not economically
desitable. Therefore, a second best solution has to be tried that limits the
disruption and keeps the political noise and resistance to a minimum.
The focus of this volume is, thetefore, to select a small subset of a core of
highly vital institutions for reform and testrUctuting on a priority basis.The
premise of this approach is that if these key institutions can be effectively
teformed, it would create a demonstration effect that would help in moving
towatds the path of overall institutional rejuvenation on a sustained basis.
The purpose of this volume is to trigger populat and academic debate and
discussion on the proposals developed here and push the envelope further
to press forward the actions necessary to arrest and reverse the process of

the institutional decay.
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Introduction

Pakistan was one of the top ten economic performers among the
developing countries in the world during the first 40 years of its
existence. Beginning with a very weak economic base at the time

of Independence in 1947 and a tumultuous period of nation building,
marked by continuing political instability in the aftetmath of the death of
its founder, Mohammed Ali Jinnah, its record of achievement during the
first four decades was impressive. It successfully absorbed and rehabilitated
eight million refugees, or one fourth of its total population, fought a
war with India, a much latger and more powerful neighbour, in 1965,
and underwent a painful and traumatic dismemberment of the COUntry
in 1971. The emergence of a populist political regime that undertook
massive nationalization of private assets in the 1970s, accompanied by
an external shock of a major escalation of oil prices, dealt a massive blow
to business confidence and led to a complete dislocation of the economy.
Close involvement with the US in the Mghan war to oust the Soviet
Union in the 1980s and the associated fallout, I.e. the spread of sectarian
violence, drugs, and Kalashnikovs, tOfe asunder the social fabric of the
country. Notwithstanding these and many other challenges, both internal
and external, Pakistan was able to register an average of 6 per cent annual
growth during its first 40 years of existence. Pakistan was ahead of India
and Bangladesh in all economic and social indicators.

According to some analysts, Pakistan had reached the threshold of
becoming a middle income nation in the late 1980s. According to Burki: I

in the late 1980s,Pakistanhad begun to exhibitmany of the characteristics
of a middle income coumry: it was less dependent on agriculture than most



2 GOVERNING THE UNGOVERNABLE

low income countries and had an indusrrial sector that was comparable in

size and diversiry to those in many middle income nations; it had a vast

reservoir of highly trained labourers; it had a middle class numbering more

than 30 million people, and it was as urbanized as the more developed

countries of East Asia and the Middle East. In the 19905, however, the

expectation that Pakistan is on the verge of the crossing the threshold to

become a middle income country has ceased to exist.

Since 1990, Pakistan has fallen behind its neighbouring countries, and
has had a decrease in the potential growth rate from 6.5 to 4.5 per cent'
with episodes of boom and bust. The booms were short-lived and could
not be sustained over extended periods of time. Political instability and
frequent changes of government in the 1990s may have cteated uncertainty
for investors, thus slowing down the pace of economic activity. There
has, however, been smooth and orderly transition of power from one
elected government to the other twice since 2008 but economic and social
indicators have not shown much improvement. Growth has been slow,
less stable, more volatile, and far less sustained than that of othet countries
in the region, and also relative to its own performance in the 200D-2007
period. It is only over the past two years that some change for the bettet is
becoming visible but whether it will be stable and sustainable in the years
leading up to the general elections is yet to be seen.

Externally, the popular image of Pakistan is that of a fragile or failed
state with a large and expanding arsenal of nuclear weapons encircled by
Islamic extremists, and a safe haven for nurturing and training terrorists
who pose a threat to other countries. There is considerable unease in the

international community about the ceaseless rivalty and hostility between
nuclear armed India and Pakistan who have thrice fought wars against
each other. The eastern part of Pakistan was separated from the western
in 1971 as a consequence of a war in which India played a decisive role.
Kashmir continues to remain a highly contentious and volatile powder keg.
Relations with Afghanistan remain tense, and mutual recriminations and

mistrust have vitiated the atmosphere. Although Pakistan is a non-NATO
ally of the United States, the general sentiment in both countries about
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each other is nor overly favourable. The US considers Pakistan duplicitous

in its dealings with the Afghan Taliban and rhe Haqqani network, while
pakistan is bitter that notwithstanding it incurring signiftcant losses and

sacriftcing hundreds of thousands of lives, its role in the war against terror
is not fully appreciated.' pakistan is perceived by those beyond its bordets

as a source of regional instability and as an ungovernable country.
Thetefore, rhe popular hypothesis abour Pakistan's economic drift is

explained by this increasing influence of religious extremists and terrotisrs
who have threatened law and order and disturbed the peace and secutity.

Economic agents are reluctant to undertake new investments in this

environment. This hypothesis may be partially valid but the economic
decline had begun in the 1990s, well before pakistan was embroiled in the
war against terror in the post-2001 petiod. The average growth rate in the
1990s, when the country was relatively peaceful and tranquil, was already
down from 6.5 per cent in the 1980s ro 4 per cent. Investment ratios, export

growth, and social indicators all took a dip in those years. poverty, which

was showing a downward decline until the 1980s, worsened by the end of
the 1990s. In contradiction to this trend, the 2002-2008 period, which
was a petiod of acute violence and terror activity in Pakistan-including

assassination attempts and terrotist attacks on the sitting president and
ptime minister-the country tecorded a remarkable turnaround. The
growth rate touched 6 to 7 per cent on average, the investment/GOP
ratio peaked at 23 per cent, and foreign direct investment (FDIl flows

exceeded US$5 billion.
The Chief Investment Officer of a Swedish Mutual Fund' had this

to say:

It was not until the end of 2008 that I filSt ttavelled to pakistan and met
with around 30 companies. Some of these companies were family-owned
and. had been around for 40-50 years. The businesses were growing at an

average of ten pet cent and the political ot secutity situation was not having

much negative impact on their performance.

Duting the past seven years of tumultuous turmoil resulting from terrorist
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activities reaching a peak, the corporate sector's earning growth on annual
compound averagegrowth rate basis has been around 20 per cent with the
return on equity (RoE) in excess of25 per cent.

The recent experience of the 2013-16 period is illuminating.
Macroeconomic stability has been achieved, economic growth rates are
moving in an upward direction, and the confidence of domestic and
international investors has been restored (Pakistan has been upgraded to
the MSCI EM Index from the PM Index and its credit ratings by Moody's
and Standard & Poor have also risen), negating the view that Pakistan's
security situation and its deep involvement in the war against terrorism is
responsible for its poor economic and social performance. Therefore, the
security deficit hypothesis does not stand up to serious scrutiny.

It is true that if the huge financial and human COStsincurred in
combating terrorism, the restrictions on travel ro and from Pakistan, and
the suspicion with which Pakistanis are regarded were eliminated, the
economic Upturn would have been even higher in the 2002-16 period.

There is a group of analysts who argue that availability of generous
foreign assistancehas been the principal determinant of Pakistan'seconomic
success or failure, and that its fortunes vacillate with the ebb and flow of
resources from external donors. It has been argued that the three periods
of economic SpUrts in the histoty of Pakistan, i.e. the 1960s, 1980s, and
early 2000s, can be attributed to the heavy infusion of these reSources
into the COUntty.In the 1960s, Pakistan Wasa CENTO and SEATO ally
and Wasclosely aligned with the US in the Cold War, in the 1980s the
countty participated actively with the US in Ousting the Soviet Union from
Afghanistan, and in the early 2000s Pakistan was rewarded for its pivotal
role in the war against terror. It is therefore argued that Pakistan was the
recipient ofJarge militaty and economic assistance and that was the major
reason for the turnaround in these periods. Notwithstanding this popular
perception, the empirical evidence does not prove this assertion.

In the 1950s, Pakistan receivedhuge militaty, civilian, and food aid, with
the PL 480 imports of food from the US keeping hunger at bay. In the
1970s, Pakistan was granted (through debt rescheduling) substantial debt
relief; with over two-thirds of the debt payments of US$650 million, due
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during 1974-7, being written off. Western aid through the World Bank-
led consortium amounted to $700 million annually but on top of this,
official grants and concessionalloans (some of which were subsequently
transformed into grants or waived) from oil rich Arab countries and overseas
workers remittances financed the huge imbalances in current account.5

During 1973--4 to 1977-8, commitments of assistance from Iran and
the Arab countries totalled $1.2 billion, largely on concessional terms.
Pakistan was therefore comfortably able to meet as high a current account
deficit as 10.1 per cent ofGDP in 1975, followed by 7.1 and 7 per cent
over the next two years. ParvezHasan has calculated that aid disbursements
during the mid-1970s were at a level far above those reached during the
1965-70 period (averaging $600 million annually, which included flows
to East Pakistan) after allowing for international inflation.

In the 1990s, the foreign currency deposits of resident and non-resident
Pakistanis in Pakistani banks, amounting ro $11 billion, were utilized
to finance external payments. These deposits, as they had already been
consumed, were then ftozen in May 1998, causing a huge crisisofliquidiry
and market confidence. This spilt over into the early 2000s. The IMF,
World Bank, and Asian Development Bank (ADB) continued to make
loans amounting to several billion dollars between 1988 to 1998, while
Japan was the largest bilateral provider of concessionalloans and grants
unril the nuclear test of May 1998.

In the post-2008 period, the Kerry Lugar Bill aurhorized $7.5 billion
US economic and military assistance to Pakistan for a five year period.
Multilateral banks and the IMF increased the quantum of their support
while Pakistan became the largest recipient of UK aid. In this way, higher
volumes of foreign assistance have been received in the post 2008 period
but the average growth rate has hovered around 3 to 4 per cent. It can
thus be seen that the periods of high growth rates, Le. rhe 1960s, 1980s,
and early 2000s, did not receive any exceptionally high foreign assistance
flows as compared to the periods of the 1950s, 1970s, 1990s, and post-
2008 years.

McCartney' finds no credible evidence to attribute Pakistan's episodes of
growth to foreign aid inflows and circumstances emanating from the global
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economy. 'Using more rigorous econometrics over a longer period of time,
there seems ro be lirtle generalised evidence thar GDP growrh in Pakisran
has principally been of rhe [exrernally] dependenr variery.' McCartney is
of the view that acceleration of economic growth occurred when the state

successfully creared condirions in which high proflrs were generared for
invesrors and credir was channelled rowards them. Therefore, the hypothesis
of high foreign assistance resulting in high economic performance is not

validated by the facts.
Coterminous with the foreign aid syndrome is rhe widespread belief

that the US and the Western counrries in general have supported military
dicrarors ar the expense of democratic governmenrs. Their belief is rhar
they are able to manipulate the strongman running the counrry ro follow
their agenda and inrerests, and therefore Pakistan's economy has fared well
only under the milirary regimes with the blessings of the US. The frequenr
dismissal of elected regimes in the 1990s and the coup ro overthrow Z. A.
Bhurro in 1977 were all engineered under rhis compacr, and the drop in
economic performance was caused by the consequenrial political instabiliry.
While it is true that US national interests did coincide with those of
Pakistan during rhe Cold War, the war againsr the Soviets in Mghanistan,
and that against AI-Qaeda in the 2000s, it must be recalled that the US
suspended or curtailed economic and military assistance at crucial times in
Pakistan's hisrory when rhe military dictarors were still in power.
US aid was suspended soon after the 1965 war with India, the 1971

separation of East Pakistan, and under rhe Symingron arnendmenr in the
early period of Zia ul-Haq's rule. Sancrions were imposed in 1999 when
General Pervez Musharraf rook over the reins of the government. President
Bush's National Securiry Adviser, Condoleezza Rice has chronicled in her
book, A Memoir of My Extraordinary, and Ordinary Family and Me (Ember,
2000) the efforts made by the US adminisrrarion to bring in Mohtarma
Benazir Bhutto to take over power from PeevezMusharrafin the post-2007
period. The ambivalent attirude of the US can be gauged from the fact
that rhey have supported dictarors in Egypt bur have for rhe pasr 15 years
been engaged in the overthrow of Saddam Hussein, Muammar Gaddafl,
and Bashar AI Assad in Syria. The close defence, nuclear, and economic
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relations between India, rhe largesr democracy in rhe world, and rhe US
do not lend any credence to this rheory either. US national interests in
Pakistan have not remained static; US interest has vacillated over time and
their support to Pakistan has been opportunistic rather rhan strategic or
deterministic. Whenever these interests converge wirh rhose of Pakistan and
notwithstanding irritations and quibbles on both sides (I950s-SEATO/
CENTO; 1980s--expelling rhe Soviets from Mghanistan; and rhe 2001-
16 War in Mghanistan), the US has chosen to assist Pakistan irrespective
of rhe nature of rhe government in power.

We rhen examine another factor, namely rhe global economic conditions
that may have played a negative role in rhis outcome. The reality is that rhe
external environment between 1990 and 2008 was an extremely favourable
a period in which most emerging and developing countries made great
economic strides, as Steve Radelet chronicles in his book The Great Surge,'
while Pakistan fell behind India, Bangladesh, Sri Lanka, Vietnam, and orher
countries during rhat period. Since 1995, the real GOP of emerging and
developing countries (EOCs) has grown by 4.7 per cent annually on average
and per capita incomes have increased by over 70 per cent between 1995
and 2013. On a population weighted basis, excluding China, rhe increase
has been about 90 per cent. Consequently, the relative share of EOCs in
rhe global GOP (measured at purchasing power parity) increased to 57 per
cent in 2014. The number of poor living at $1.90 per day has halved from
2 billion in 1990 to 897 million by 2012, bringing down the share of poor
people in the total population from 37 to 13 per cent in 2012.

The number of people living at low levels of human development fell
from 3 billion in 1990 to slightly over 1 billion in 2014' The share of
EOCs in the world exports rose from 24 to 41 per cent during rhis period
and international capital flows jumped from $91 to $1,145 billion. All
the social indicators, such as life expectancy, maternal mortality, infant
mortality, adult literacy, net entolment ratios, and averageyears of schooling
have shown significant improvements. We can therefore rule our rhat rhe
external economic environment was a major factor in explaining Pakistan's
poor performance during rhis 25-year period. Orher countries in rhe
neighbourhood who were lagging behind Pakistan have raken advantage of
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the dynamic global economy to bring improvements in the living standards
of the majority of their people.

Some analysts have attributed Pakistan's poor performance to the
'Garrison State' syndrome.' As Pakistan has been obsessedwith confronting
a much larger arch rival India since its formation, it has to allocate a much
larger amount of its resources to defence expenditure, and preserve and
expand the corporate interests of the military. Hence, the neglect of
education, health, and human development in general, and the diversion
of resources to meet the demands of defence, nuclear capability, and other
security-related expenditure has led to the present economic and social
outcomes. The ratio of defence expenditure to GOP has been consistently
high in the first 40 years and is now 2.9 per cent of GOP' almost one half
of what it was in the 1980s. Most of the nuclear-telated expenditure was
incurted in the 1970s and 1980s. In FY 2016, the budgetaty allocation
for education was 2.7 pet cent." Combining health and education, the
budgetary allocation is 3.7 pet cent, higher than that of defence and
internal security. In the education and health sectors, it is governance
and management issues that are the impediments in the delivery of these
services rather than budgetary allocations.

A populat myth that has now become quite entrenched as accepted
truth is that of the large corporate interests of the military. It is true that
they have foundations and trusts that run enterprises, but the proceeds
and profits they earn are utilized for the welfare of army pensioners,
particularly the soldiers who retire at an early average age of 45 to 50.
The education and healthcate of their families are financed by the income
generated by these foundations and trusts. To put this in petspective, the
total market cap in November 2016 of all the listed companies owned
by the Fauji Foundation, Atmy Welfare Trust, Shaheen Foundation, and
Bahtia Foundation represents only 4.5 per cent of the total market cap
of the companies listed on the Pakistan Stock Exchange. These are the
big playets and everyone points fingers towards these companies. All of
them pay all their taxes on their income, sales, and imports, and do not
enjoy any preferential exemptions or receive any special concessions. The
share of other unlisted companies in the total assets of unlisted companies



9
INTRODUCTION

is not known but is likely to be quite insignificant as the universe of

privarely owned enterprises and businesses is substanrial. Therefore,
the Garrison State hypothesis toO does not meet the test of evidentiary

confirmation.
Having ruled out factotS such as security and terrorism, inflows of foreign

assistance, preference for military rule, external economic environment, and
diversion of public expenditure towards defence which may have all played
some role but were not the principal determinant of the poor performance,

we turn our attention to the institutions of governance. There is by noW
a great deal of theoretical literature and empirical evidence that points us

in this direction.
The principal argument of this study is that the intermediation

process through which good economic policies are ttanslated into rise in
incomes and equitable distribution of benefits involves the institutions

of governance. It is the quality, robustness, and responsiveness of these

institutions through which the implementation of social and economic
policies takes place. The principal institutions of governance comprise
the judiciary, necessary for the protection of ptoperty rights, and the
enforcement of contracts; the legislature which ptescribes laws and the
tegularory fraroework; and the executive which makes policies and supplies
public goods and services. If the access to the institutions of governance for
common citizens is difficult, time-consuming, and expensive, the benefits

from growth get distributed unevenly, for the gainers are only those who

enjoy preferential access to these institutions.
The Human Development in South Asia reportS of 1995 and 2005 lay

bare the incidences of unequal access due to poor governance:

South Asia presents a fascinating combination of many contradictions.

It has governments that are high on governing and low on serving: it has
parliarnenrs that are elected by the poor but aid the rich; and lal society
that asserts the rights of some but perpetuates exclusion for others. Despite

a marked improvement in the lives of a few. there are many in South Asia

who have been forgotten by formal institutions of governance. These are

the poor, the downtrodden, and the mosr vulnerable of the society, suffering
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from acute deprivation on aCCOUntof their income, caste, creed, gender or
religion. Their fortunes have not moved with those of the privileged few
and this in itself is a deprivation of a depressing nature.

(Human Droelopment South Asio Reporr, /999)

Governance conscitutes for [ordinary people] a daily struggle for survival

and dignity. Ordinary people are too often humiliated at the hands of public

institutions. For them, Jack of good governance means police brutality,
corruption in accessing basic public services, ghost schools. teachers'

absenteeism, missing medicines, high COstof and low access to justice,
criminalizarion of politics, and lack of social justice. These ace just a few
manifestations of the crisis of governance.

(Human Development in SourhAsia Report. 2005)

It must be conceded that there is no definitive or conclusive definition of
governance. I use, fot the purpose of this study, the World Bank definition

set Out in WDR 2017 (discussed later on in this Chapter). The link between
institutions and economic and social development is through investment
in physical and human capital. Both the efficiency and the volume of

investment could depend upon the qualiry of institutions. The writ of
the state, delivery of services, macroeconomic stability, and equitable
distribution of benefits can be effectively achieved only if these institutions
are functioning effectively.

Mancur Olson et a1. (I998) wete among the eatIier scholars who
demonstrated the link between governance capacity, institutions, and
economic growth. II Their principal atgument was that countties with

unstable governance make economic agents act under uncertain conditions,
determining weak ptoperty rights, and enforcement and protection, and
thetefore fail in attempting to activate a constant growth process. Property
rights protection are an essential ingredient for private sector investment
and therefore, overall economic growth. However, in a situation of political,
economic. and legal uncertainty, the risk perceptions of investors is
heightened. They, therefore, demand highet than normal rates of return

and a quicker payoff period before they decide to invest. Their inability
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to find such investment opportunities results in stagnant or declining
investment ratios.

The academic litetature on governance and economic growth has
empirically examined questions such as: (a) whether there is a positive
relationship between good governance and economic growth, (b) whether
this relationship is unidirectional or does the relationship run in both
directions, Le. does good governance contribute to economic growth and
vice versa, (c) if this relationship holds good, what are the components
and aspecrs of good governance that influence such an outcome, (d) how
do countries select among these components because such measures are
highly correlated, (e) which public sector re/Urmswill effectivelystrengthen
rhese measures of good governance, and (f) what are the incentives
fot the decision-makers ro put in place such reforms and zealously
implement them.

The available evidence in a number of studies across countries suggests
that there is a positive relationship between good governance and economic
growth. An IMF empitical study (2003),12 using geographic variables as
instruments, found thar governance has a statistically significant impact on
GOP per capita across 93 counrries, and rhat governance explains nearly
75 per cent of the cross countty variations in income per head. A study by
Huther and Shah (2005) 13found that there is a high correlation between
the quality of governance and per capita income. The positive cottelation
between the IO-yeareconomic growth rate and governance quality supporrs
the argument that it is an impottant determinant in economic development.
As the highest income countries have genetally not had the highest growth
tates over the past decade, the positive correlation between higher growth
and better governance suggests that good governance improves economic
performance rather than vice versa. Kaufmann and Ktaay (2002) 14found
direct causal effect from better governance to higher per capita income
across countries in relation to 175 countries for the petiod 2000-0 I.
Negative causal effect is also found from poor governance in relation to
per capita income, implying that improvements in governance are unlikely
to occur merely as a consequence of development. The simple correlation
coefficient between per capita income and the quality of governance is
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significantly positive as the strong positive effects of governance dominate
the cotrelation tesult. Using the technique of non-sample information
(out-of-sample technique) through the Unobserved Component Model,
the authors do not find any positive feedback from highet income to better
governance outcomes (see Kaufmann and Kraay, 2002).

Barro has reported that better maintenance of the rule of law and
political stability affect economic growth (Barro, 1991).1' Dollar and
Kraay found that the rule of law indicator is positively and significantly
correlated with the growth in per capita incomes of the poorest quintile.
They concluded that greater rule of law may be associated with a greater
share of growth accruing to the lowest 20 per cent of the population."
Chong and Gradsteinl7 discovered that political stability and the rule of
law have a negative and significant relation with inequality as measured by
the Gini coefficient. Kraay'sl8analysis leads him to conclude that the rule
of law and accountability are both positively correlated with growth and
distributional changes, while openness to international trade has a positive
correlation with growth and poverty, reducing shifts in income. KimenyP'
argues that pro poor reforms cannot have the intended impact unless rhere
are significant changes in the institutions of governance.

Cross-country studies by Mauro (1995) and Knack and Keefer (1995)
have demonsrrated that political instability, corruption, a poor quality of
bureaucracy, and absence of the rule of law and the risk of expropriation
are strongly correlated with lower invesrment and growth rates. In response
to the critique of these studies by Khan (2002), the relationship berween
governance and growth for a ser-limited only to developing countries-
was tested, and it was concluded that governance-caused growth remained
statistically significant. The exclusion of East Asian countries from the
sample maintained the statistical significance but weakened the results.

Having made some tangible progress in meeting the Millennium
Development Goal (MDG) of halving the incidence of poverty
berween 1990 and 2015, attention is now focused on inequality and the
concentrarion of income. There is a popular feeling that the slowdown in
economic growth and rising unemployment, particularly among the youth
in advanced countries, can be traced to rising inequality and concentration
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of income in the hands of a few. This issue no longer remains confined ro
academic discussion bur is now at the forefrone of political dialogue and
electoral debares in both advanced and developing couneries.

The analysis of facrors behind the global recession of 2008 and its
lingering aftetmath received a jolt from the seminal volume by Thomas
Piketty.20 He demonsrrated that in conremporary market economies, the

rate of return on investmene ourstrips the overall growth rate, and if that
discrepancy persists over time, the wealth held by capitalists increases far

more rapidly than other kinds of earnings, eveneually outstripping them
by a wide margin. Capital wealth is much latger than annual national
income; in the case of devdoped economies it is about five to six times as
large. Work by Nobel Prize laureate Joseph Stiglitz, Branko Milanovic, and

many orher serious economists has brought to the fore the phenomenon
of growing inequality, particularly among the developed countries. The
evidence to substantiate this viewpoint is overwhelming.

The incomes of the top one per cene of the population in the US, after
adjusring for inflation, rose by 275 per cene berween 1979-2007, those
of the middle class by only 21 per cene, and the poor class a mere II per
cene.'l This miniscule group (the top one per cent) earns about a sixth
of rotal income, and the top ten per cene earn as much as half of it. The

median household income in the US, adjusted for inflation, fell 6.7 per
cene, and was lower in 2009 in comparison to 1997. The top one per cene
in the US owns as much wealth as 90 per cene of rhe population. George
Packer notes, 'the more wealth accumulates in a few hands at the top, the

more influence and favour the well-connected rich acquire, which makes it
easier for them and their political allies to cast off restraine without paying
a social price. That, in turn, frees them to amass new money.'

Fifty-eight per cene of economic growth in the US over a 30-year
period was captured by this tiny group. The IRS reported in 2007 that the
top 0.0 I per cene of taxpayers had a combined income of $1 trillion. In
Europe, austerity measures in the peripheral couneries resulted in cuts in
public expenditure, layoffs, retrenchmenes, a salary freeze, and rising youth

unemployment-all adversely affecting those at the bottom of the income
distribution scale. The majority of the population is suffering from weak



14 GOVERNING THE UNGOVERNABLE

growth, high unemployment, severe austerity, and anxiety about the future
in an uncertain, globalized world. At the same time, the chief executives of
large firms took home 250 rimes as much as their averageworker as against
a differential of 20 to 30 times in the 1970s. The number of millionaires
and billionaires is expanding ar an unprecedented pace in all parts of the
world, even in a country such as India, which has a third of its population
living below the poverty line.

The Arab Spring is demonstration of the disenchantment of the educated
unemployed with the rapacious lifestyles of the elite, the repression by the
"I state to maintain the status quo, and the inability of the Arab states
to generate productive jobs. The backlash against globalization, trade,
immigration, and the flood of refugees entering Europe and the US and the
rise of nationalist parties is also a manifestalion of the same phenomenon.
Whether it is the monatchs, dictators, and elecred leaders becoming rich,
or highly paid bankers, or big multinationals avoiding payment of their
fair share of taxes, the disaffected are using the power of the social networks
and the instanraneous communicarion they offer to coalesce and shake up
the entrenched vested interests. The rage and fury of these disenchanted
classes is spilling across national boundaries. Contagion is no longer
confined to the inrernational financial system but is equally applicable to
social movements. There is ample evidence to demonstrate a correlation

between elitisr capture of economy and politics which is apparent from
concentration of income, and the pace of economic development and
political stability.

Mancur Olson has argued 'that nations decline because of rhe lobbying
power of distributional coalitions or special interest groups whose growing
influence fosters economic inefficiency and inequality'.22 Jonathan Ostry
and Andrew Berg" believe that inequality makes an important difference to
the level of economic growth, such that more unequal societies have slower
and more fragile economic growth. Deep inequality breeds resentment and
political instabiliry, and discourages investment. It can lead to political
polarization and gridlock as it cleaves the political system between
the interests of the rich and the poor. It can make it more difficult for
governments to deal with brewing crises and economic imbalances. Growth
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is faster in more equal societies than in those that are lessequal, regardlessof
whethet they have redisttibutive tax systems. Inequality strongly cortelates
with a spell of economic expansion and thus less growth over time. For
emerging and developing economies, inequality might foster political
instability and lead to violence and economic destruction.24

Analyses of the factors conttibuting to this rising income inequality
have sparked heated debate among scholars as well as policy-makers
and the popular media. Martin WolP' attributes this to globalization,
technological changes, and winner takes all markets. Othets believe that
globalization conttibutes to inequality by creating a global labour pool
that holds down wages while boosting corporate ptofits. Nigel Lawson is
of the view that when businesses are considered too big, too important, or
too interconnected, the crucial discipline of the market-place disappears
and disaster is almost inevitable. What can possibly be done to cope with
this phenomenon of growing inequality and elitist capture? Does this
phenomenon arise due to malfunctioning of markets?

New Institutional Economics has advanced economic theories that
identifY institutional capabilities that states needed to make the markets
function efficiently. Douglass North defines institutions 'as humanly
devised constraints that structure political, the economic, and social
interactions and include the laws, rules, customs, and norms constructed
to advance and preserve social otder'. 26 In regard to the link of institutions
to economic development, his view is: 'How do we account for poverty in
the midst of plenty? We must create incentives for people to invest in more
efficient technology, increase theit skills, and organize efficient markets.
Such incentives are embodied in institutions:27

Daron Acemoglu and Robinson in their study, 'Why Nations Fail?',"
demonstrate that it is institutions that determine the fate of nations.
Success comes when political and economic institutions are 'inclusive'
and pluralistic. creating incentives for everyone to invest in the future.
Nations fail when institutions are 'extractive', protecting the political and
economic power of only a small elite that extracts income from everyone
else. Institutions that ptomote good governance and facilitate broad-
based and inclusive growth enjoy ptide of place in development strategy.
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According ro Acemoglu and Johnson (2003), good instirutions ensure
twO desirable outcomes: they provide relatively equal access ro economic
opportuniry (a level playing field), and appropriately reward those who
provide labour and prorect their properry tights.

Among the components of good governance, human capital is considered
one of the factors that is associated with both economic growth and equiry.
In a study" on human capital and economic growth, the authors, using the
data for the 1996--201 I period for 134 countries, found strong evidence
in support of rhe hypothesis that the relationship between human capital
and economic growth is much less pronounced in countries with a low
qualiry of governance. Preconditions in the form of good governance
are necessary for an educated labour force to contribute to the economic

growth of a country. Weak governance, indicated by inadequate law and
order, corruption. and maladministration result in inefficient utilization

of human resources.
Rashida Haq and Uzma Zia30 have explored linkages between governance

and pro-poor growth in Pakisran for the period 1996 ro 2005. The analysis
indicates rhat governance indicators have low scores and rank ar the lowest
possible percentile in comparison to other countries. They found that
the share in income of the bottom 20 per cent has decreased. The results
of their study show that there is a strong linkage between governance
indicators and pro-poor growth in the country, and econometric analysis
showed that there is a strong relationship between good governance and
reduction in poverry and income inequaliry. They concluded that voice
and accountabiliry, political stabiliry, regulatory qualiry, and the rule oflaw
can control corruption and encourage pro-poor policies which ultimately
reduce poverry and inequaliry in the long run.

The model of an elitist economy that was articulated in Pakistan: The
Economy of an Elitist State published in 1999,'1 sets our rhe hisrorical conrexr
and the drivers of the capture of the state and market-rigging in Pakistan
by a small elite--constituting about 1-2 per cent of the population-for
self-aggrandizement, neglecting the majotiry of the population, particularly
the poor and the less privileged segments of sociery. This small minoriry
was thus able ro enjoy this accumulation of wealth amidst widespread
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poverty and squalor. In the absence of a neurral umpire, markets are
rigged by the elite for their own advanrage, and thus market Outcomes
and resource allocation are inefficienr. The stare, which has to ensure
equitable distribution of gains of economic growth, is also controlled by

the same elite who evade taxes and appropriate the public expenditure for
rheir own benefits. Inequities-interpersonal, regional, gender-become

commonplace in such an environmenr. Over rhe past decade, thete has

been a growing concern about the glaring and growing income inequalities
and the capture of the economy by small, elire classes elsewhere in the
world, borh advanced and developing.

Thus, both theoretical and cross COUntty empirical evidence, as well
as Pakistan's own experience, lend a great deal of weight to the argument

that poor governance manifested by weak institutions, among many other

factors, could be the predominant reason for Pakistan's unsatisfactory
economic and social performance over rhe past quaner of a century, in
relarion to both, its Own last four decades and othet counrries in the region.
The evidence for this is the gradual decline in Pakistan's ranking and score

on the following indices compiled by inrernational and multilatetal bodies,
independent think tanks, academics, researchers, NGOS, and others for
various years:

World Bank: World Governance Indicators
World Economic Fotum: Gwbal Competitiveness Report
UNDP: Human Devewpment Index
Freedom House: Economic Freedom Index
Transparency International: Corruption Perception Index
International Country Risk Guide
UNESCO: Education for AU Index
Legatum Properify Index

Sakib Sherani (2017)32 has reviewed the World Governance Indicators for

the period 1996-2015. His analysis shows that Pakistan has performed

poorly in all six sub-components of governance. The average percenrile
rank for the 16 years, excluding political stability and absence of violence
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(extremely low), ranges from 18 to 32. He notes that in four of the six
parametets-Government Effectiveness,Control of Cotruption, Regulatory
Qualiry, Political Stability and Absence of Violence, the best scores were
recorded under President Musharraf (a period during which economic
growth was also averaging 6-7 per cent annually). Again, there is some
modest improvement in World Governance Indicators, Ease of Doing
Business, and Corruption Perception Index for 2015 and 2016, when the
economy was beginning to perform well. The same picture emerges by
examining other indicators and indices comparing Pakistan with India
and Bangladesh. Pakistan has fallen below these countries in the Human
Development Index, Corruption Perception Index, and Legatum Ptosperity
Index, and continues to lag behind India and Bangladesh in Education for
All and the Economic Freedom Index. The gap with India has alsowidened
in the Global Competitiveness Index and Global Innovation Index.

The latest nationwide survey," carried out in 2016 by the Pakistan
Institute for Legislative Development and Transparency (PILDAT) on
Quality of Democracy and Governance in pakistan, shows that among its
institutions, the highest approval rating of 76 per cent was scored by the
armed forces and the lowest, at 25 per cent, by the police. Government
officers, Le. civil servants, were second to the bottom with a rating of 29
per cent, and the political parties were third from the bottom with a score
of 35 per cent. Following the armed forces, the second top rank was that of
the Supreme Court at 62 per cent, and the electronic media at 54 per cent.

A leading thinker, I. A. Rehman, very cogently sums up the state of

institutions in pakistan:

In a stable democracy, fair elections produce a change only at the top, whilst

the rest of the system does not suffer a personnel change. In an unstable

state, elections are not fair and the result is a change of personnel along the

line--department heads are changed.OPOs are replaced,headsof media
organizations are changed, and above all, the qabza groups and commission
agents that manipulate the sale of land and construction of plazas are

replaced. Institutions are handed over to good-for-nothing individuals,

merit is derided, and sycophancy rewarded. Can anyone fail co see what
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Pakistan has become after six decades of a crusade against its people and

their democratic right?
... the disintegration of the basic institutions of the state-the parry, the

parliament, the judiciary, the executive. and the military-has affected. in

varying degrees, all subsidiary institutions such as educational instimtions,

industry chambers, the trade unions, the media and its commentators who

never stop pontificating ... 34

The decay of civilian institutions can also partially explain the nature
of civil-military relations in Pakistan and the gradual ascendancy of the
military during this period. In the earlier decades of Pakistan's history, its
civil services attracted the best talent and enjoyed the highest standards
of competence, integriry, and commitment to resolve the problems faced
by rhe citizens. The armed forces, on the other hand, recruited mostly
mediocre people at the entry level and their breadth and range were quire
limited in their education and exposure. While the civil servicesabandoned
the principle of selection on merit, rigorous training to prepare for the
next level, promorion based on performance, regular weeding out of
those who did nor keep up to the standards, the armed forces adopted
and continued to religiously follow these principles. They transformed
mediocre individuals into first rate human resource material while the civil
services took the creme de la creme and turned the first rate talent either
into cynics or self-serving individuals. To illustrate this, one example is
quite striking. The IBA, a leading Pakistan business school, was invited by
rhe Pakistan Armed Forces to send their faculty to military bases ro provide
in-house training. They were also asked to help design their programmes,
such as Bachelor of Defence Management, in 1981. This continuing
upgradation and rejuvenation of rhe armed fotces was parr of the straregy
to ttansform the armed forces into a highly professional, efficient, and
effective institurion of the state. On the other hand, the sloth, inertia,
preservation of the status quo, and alignment with the parochial interests
of the ruling parties have made the civil services, and thus the institutions
they man, quite unresponsive. inefficient, and ineffective. This is not by
any means to suggest that the firsr period (1947-90) was an idyllic era
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when everything was hunky-dory, and all institutions functioned efficiently
without interference from the politicians or indulgence in corrupt practices.
Far from it. Even then there were reports and incidents of political leaders
and then some of the military engaging in corruption, nepotism, and
favouritism. The allegations of election rigging during General Ayub Khan's
presidential election and acquisition of Gandbara Industries by his son,
Gohar Ayub reverberated loudly. Zulfikar Ali Bhutto reportedly used the
Federal Security Forces (FSF) to settle personal scores against his opponents.
Several leading politicians were disqualified under Public Representatives
Disqualification Order (PRaDA) and Elected Bodies Disqualification
Order (EBDO), and the service of thousands of civil servants summarily
and arbitrarily terminated by Ayub, General Yahya Khan, and Bhutto on
charges of corruption and malfeasance. Petty corruption and extortion
by lower government functionaries was rampant during both periods.
Patronage, kinship, biradari, tribal, and feudal relations pervaded
throughout the system. However, on balance, the contribution of the civil
servants and the institutions they manned during the first four decades fur
outweighed the negative damage perpetrated by a minority in their ranks.
During informal consultations, focus group participants maintained that
out of ten randomly selected higher civil servants in rhe earlier period, only
two or three were found to be corrupt or pliable to extraneous influence.
The tables began to turn from 1990 and today, out of a sample of ten such
officers, only two or three would be found to be honest, conscientious, and
immune to political pressures.

"Wheneverthere is an institutional vacuum. the stronger entity flUs in the
space. Whether it is fighting the Taliban, clearing Karachi of the criminals
and extortionists, evacuating people from the flood-affecred or earrhquake-
struck areas, constructing highways in difficult terrain, or even collecting
electricity bills, the army is called upon by rhe civil administration to
take rhe lead and deliver. The constitutional requirement of holding a
census every ten years was not being met because the army jawt1ns are
not available ro assist in this. It is the incapacitation and inability of the
civilian institutions of governance that has opened the way for the military
to directly or indirectly assert itself and become the dominant player. The
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institutional imbalance between the military and the civilian suuctures
can, inter alia, be ascribed latgely to this growing gap in the capabilities
of these twO sttuctures. This does not, by any means, absolve some atmy
chiefs and their close confidants, whose personal ambitions to seize powet
have been a major factot in the distuption of the democratic ftamework.
However, the malaises of corruption, incompetence, mismanagement,
personal vendettas, and point-scoring among politicians and their cronies,
and the failure to deliver public goods and services to the population at
latge, provided these generals the oppottunity and justification to intervene.
Hence, the actions of those who usurped power by removing elected
governments and retatded democratic continuity cannot be condoned.
This periodic distuption in constitutional rule also contributed to the
weakening of political institutions. The institutional imbalance between
the military and the civilian sttuctures can, inter alia, be ascribed latgely to
this phenomenon. The statement by an analyst that 'The Military can be
the stabilizer in [aJ situation where Pakistan might otherwise falter being

a weak state' ," appears to be latgely uue.
This study is an attempt to address a difficult question: 'How can this

asymmetric and unequal power relationship between the weak civilian
institutional set-up and sttong institution of the military be reversed for
the long-term development of democracy and sustained economic growth
and shated prosperity in Pakistan?' The troika of the chief of the army
staff, president, and prime minister was perceived to have ruled Pakistan
in the 1990s, and in the post-200S democratic era, it is popularly believed
that the atmy appears to be dictating terms in the ateas of defence and
nuclear capability, internal security, and foreign policy in relation to India,
Afghanistan, and the US. The frequent calls to the military for overt or
covert interventions by some politicians and opinion-makers is not in
the interest of the long-term political, economic, and social stability of
Pakistan. Thete is a widely accepted belief that if the district administration,
law enforcement agencies, and the civilian intelligence agencies were
performing their job well, the illegal and unlawful activities of the militant
and extremist elements would have been nipped in the bud, and Pakistan
would have avoided such a massive dislocation in its economic and social
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life.Were basic services such as education, healthcare, and justice accessible
to common citizens, the drift towards the criminals-extremists nexus would
not have taken root in society.

The challenge which is widely recognized by both the political leadership
and the bureaucracy is how a vibrant, agile, and effective civilian institution
can be rebuilt which is capable of delivering basic goods and services to the
people, including access to justice, the provision of security to their life and
property, and teigniting the growth impulses that had chatacterized the first
half of Pakistan's existence. As a rerired general vety succinctly expressed
it: 'While the armed forces maintain exceptionally high morale, prolonged
involvement is not only purting the army under stress but also keeping it
away from its conventional preparedness:.~6

Any demarcation of boundaries between different periods can be
challenged for its arbitrariness. Binary classifications sufTer from the
inherent problem of everything being painted either black or white. If
we adopt a continuum approach, then the shift from grey towards black
becomes perceptible sometime in the late 1980s and early 1990s. It must
be conceded that the seeds of the institutional weakening were sown much
earlier in the 1970s but the past momentum and the intervening period of
Zia's rule in the 1980s did create a bufTerwhich unravelled in the 1990s.
The dominant tendencies became apparent and the black clouds began
appearing during that period. The exception was the brief tenure of Prime
Minister Mohammad Khan ]unejo which provided an interesting interlude
when a feudal politician from Sindh instituted sound government practices
but this was not sustained over time. Ironically his successors, who ruled
the country between 1988 and 1999, the leaders of two major established
political parties, undid all his good work when they assumed power, and
the pendulum swung in the opposite direction.

Diagnostic srudies, particularly the conference volumes based on the
Annual Conferences on Pakistan organized by the Woodrow Wilson Center
at Washington,37suggest that every single crisis faced by Pakistan-low tax-
mobilization. energy Shortages. unsatisfactory Jawand order situation, losses
sustained by the public sector enterprises, poor delivery of education and
health services, and stagnating trade--can be traced back to this governance
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deficit and institutional weaknesses.Tax collectots enjoy wide discretionary
powerswhich they utilize to extort money and enrich themselves rathet than
raise additional revenues for the exchequer. Power and gas companies find
a huge gap between the sales revenues they assess, bill, and collect, and the
purchases of unirs which rhey have to pay. Thefts, lealcages,non-recovery,
and overbilling have created a huge void between the receivables and
payables. Law and order is bound to suffer, and the common citizen bound
to feel insecure when police officialsare appointed on the recommendations
of elected members of the parliament and assemblies or in exchange for
bribes rather than on theit professional competence. These officials, after
appointment in this manner, carry out the bidding of their benefacrors
rather than arresting, investigating, and prosecuting the criminals. Public
secror enterprises are naturally bound to face losseswhen they become the
dumping ground for thousands of surplus, incompetent employees on their
payroll at the behest of the ruling party. In competitive markers they lose
matker share and in public monopolies they fleece their consumers but still
incur losses due to inefficiency, waste, and corruption. There is a general
consensus in Paltistan endorsed by international organizations that civilian
institutions have decayed over time.

The World Bank, in one of its policy nores which forms part of its
Country Economic Memorandum of 2013, stated: 'In a recent analysis of
binding constraints to Paltistan's economy, bad governance and a poor civil
service appear to be undermining economic growth. Without improving
governance, other efforts in realizing the country's growth potential are
destined to be lesseffective than they would be othetwise.''' The same view
was echoed in the Ftamework for Economic Growth, which was adopted
by the government of Paltistan during the Zardari period.
The Heraldmagazine and the Sustainable Development Policy Institute

(SDPI) carried out a large-scale survey in 2013, and asked Paltistanis what
the most important obstacle to economic progress was. The most ftequent
answer was 'corruption', followed by 'incompetent leadership', and 'poor
governance'. Young entrepreneurs in Pakistan39 believe that corruption is

a major constraint to industrial and economic development.
The National Commission for Government Reforms (NCGR) membets
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drawn from both the private and public sector travelled throughOut Pakisran
duting 2006-08, consulted a range of stakeholders, conducted field studies,
made on the spot observations about the delivery of public services, and
reviewed research work in compiling their report. The Commission has
made exhaustive recommendations regarding the structure, human resource
policies, the business process reengineering of the federal, provincial, and
local governments, public enterprises and corporations. autonomous
bodies, and the like. The recommendations of the Commission have not
been accepted or implemented by three successive governments. It would
therefore be unrealistic to expect that comprehensive reforms of the civil
services and the civilian institutions of governance are feasible. These
recommendations have not been implemented even though the top political
leadership feels frustrated that the gap between their pronouncements and
actual delivery iswidening and damaging their credibility. Notwirhstanding
this recognition, resistance to changing the status quo is strong. Inefficient
policies and weak institutions can be easily manipulated by the politically
powerful elite.

This study reflects upon the experience of the past five years since
the submission of the report, particularly in the light of the Eighteenth
Amendment to the Constitution devolving legislative, administrative,
and financial powers to the provinces. The recent elections of the local
governments provided another opportunity to devolve these powers further
to the grassroots level which has been done only in one province, Le.
Khyber Pakhtunkhwa (KP). Other provinces have retrogressed by returning
the powers to the provincial governments.

The political economy of reforming policies and restructuring
institutions for broad-based growth of the majority of the population is
not well understood. 'Lack of political will' has become the catch-all phrase
to describe the failure to change, bur this is a loose and imprecise term.
The question that arises then is: 'How can the incentives of political leaders
be aligned to make them compatible with the desired change agenda, and
make the "political will" work for a desirable outcome.' The dilemma facing
academics and technocratic policy reformers is that inefficient policies
and institutions exist and rhe status quo is defended because it suits the
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politically influential elite, but the constituency and coalitions fot efficient
policies and strong institutions do not exist. If the fitSt best solution of
comprehensive, across-me-board reforms is not feasible, can a second or

third best solution of a selective and inctemental approach of taking up a
few key institutions of democtatic governance be designed, which does not
meet the same kind of fietce resistance but has powetful spill-ovet effects
that may ovet time embtace and occupy a larget space?

In Pakistan, the labelling and charactetization of the state as the 'Invisible
State', 'Deep State', or 'Garrison State' has become the populat nattative,
and all rhe ptevailing ills are atttibuted to this set of characteristics of
the state. A great deal has alteady been written on the subject by both
academic scholars as well as the popular media. This study does howevet
examine the organs of state and at the same time also looks at the society,
polity, economy, private sector, religious edifice, and external actors, as
they have all played or playa role in the way Pakistan has been governed
over time, and economic and social policy choices it has made. It is the
interrelation and intetaction of all these forces and the state that produces
the final outcomes. A preliminary attempt has been made to tlivide histoty
into sevetal phases and offer subjective judgement about which of these
institutions have actually dominated that particular period.

However, I focus on the stare-oriented institutions for possible
resttucturing and tefotm, and among them a few key institutions that can
playa catalytic role in bringing about and restoring the original position
of equilibrium from which Pakistan began its journey in the early decades
of irs existence. This is possible if these key civilian institutions can be
put back on the same pathway-merit, integrity, dedicated service, and
problem-solving-that historically was their ptincipal asset. Democratic
governance can be sttengthened only if the suppotting institutions regain
theit lost stature and are able to assett the wtit of the state, Le. government
effectiveness, control of corruption, improvement of regulatory oversight,
establishment of rhe tule of law, accountability, and facilitation of the
private sector and civil society.

This study also attempts to explore and understand the critical
factors which enabled India and Bangladesh, facing an identical external
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environment with weak institutions, to do so well economically while
Pakistan became a laggatd and failed to exploit its potential.
India, Bangladesh, and other developing countries have made great

strides in growth, poverty reduction, and improved living standards, and
moved forward over the past 25 years. Were they able to find safeguards
or checks and balances that minimized the adverse political influences
on the key institutions of democratic governance? How far did they use
private sector and civil society organizations to compensate for the pitfalls
of the public sector in the economic revival and delivery of social services
to the population? Given the historical, legal, and cultural similarities with
Pakistan and the prevalence of widespread corruption in these countries,
how were they able to forge ahead? The lessons learnt from these countries'
experiences will help Pakistan to sequence and phase the proposed agenda
for governance reforms. IdentifYing the sources of the political compatibility
and feasibility of teforms would be a valuable contribution of this study.
The hypothesis underlying this study is that the roots of the decline in

the economic growth rate of Pakistan and its diminishing participation
in the dynamic global economy can be traced ro the gradual decay in
its key institutions of governance and their malfunction. This is not to
acknowledge many success stories of organizations that have survived over
time and succeeded in delivering the desired results. There are already
many examples of successful institutions working quite well in the
midst of this general atmosphere of institutional decay and their success
reflects adherence to the same principles. The performance of the Punjab
government in many respects is much superior to that of other provinces
and it can be attributed to strong exemplary leadership bur its sustainability
will only be assured if its institutional infrastructure is also strengthened.
Mahmood Ayub and Turab Hussain, in their study Candle, in Dark,4O

have documented at least ten such institutions in various sectors run by
the government, private foundations, and NGOs, and drawn lessons
underpinning their success. In addition, the State Bank of Pakistan, the
National Highway and Motor Police, the National Data Registration
Authority (NADRA), the Sind Insritute of Urology and Transplant (SlUT),
Indus Hospital, Aga Khan University and Hospital, Punjab Education
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Foundation, Benazir Income Suppott Program (BISP), HE] Institute, and
the Skills Development Co, are usually considered islands of excellence
amidst overall decay.A new form of organizational structute, Le. companies
established by the government of Punjab under the Companies Act, provides
an alternate model in the organizational architecture of the government.
It is therefore possible that the lessons learnt from these success stories
can be applied to other key institutions, and this is critical in achieving
the development objectives. The thrust of the argument is, however,
that most of key institutions responsible for discharging the functions
of security, growth, and equity have fallen behind and are suffering from
governance malfunction.

The analytical framework for this srudy is based on the 2017 World
Development Report on 'Governance and Law'. 41 The Report uses the
term 'governance' as 'the process through which state and non-state
actors interact to design and implement policies within a given set of
fotmal and informal rules that shape and are shaped by power'. Power is
defined by it 'as the ability of groups and individuals to make others act
in their interest and to bring about specific outcomes'. The WDR sets out
thtee principles for rethinking governance for development. Rather than
investing in designing the right form of policies, the emphasis should be
on the functions that institutions must petform. Second, while capacity-
building matters, how to use the capacity and where to invest in capacity
depends upon the relative bargaining power of actors. Third, in order to
achieve the rule oflaw, countries must first strengthen the different roles of
law to enhance contestability, change incentives, and reshape preferences.
In practical terms, the framework is translated into a Policy Effectiveness
chain that comprises five steps:

1. define the development objective,
2. identify the underlying functional problem (commitment,

coordination, cooperation),
3. identify the relevant entty point fot teform (incentives, preferences!

beliefs, contestability),
4. identify the best mechanism for intervention (menu of policies and

laws),
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5. identify key stakeholders needed to build a coalition fot
implementation (elites, citizens, international).

This study will apply, whetevet possible, the elements of the policy
effectiveness chain to Pakistan and make recommendations that can help
in sttengthening this chain.

Using the above framework, (1) the development objectives for Pakistan
which are broadly shared by a vast majority of people as well as political
parties and other stakeholders are Security, Growth, and Equity; (2) fat
Pakistan, the underlying functional problem is a lack of commitment by
successivepolitical and militaty leaders to replace what suits their parochial
interests but not collective public interests in the existing patron-client
relationship; (3) the institutions that should carry out these functions
will encompass state, society, and markets but this study will limit itself
to state-oriented institutions alone; (4) this study proposes a second and
third best solution of selective and incremental intervention rather than
comprehensive reforms sweeping across the board; (5) the key stakeholders
for implementation would be the legislatures, federal, provincial, and local
governments, the judiciaty, the military, and law enforcement agencies, the
private sector and businesses, civil society and citizens' organizations, and
international actors

In light of the above, it is important that first the relationship between
the state, markets, and society is revisited and the boundaries clearly
demarcated. Markets are efficient in producing, exchanging, and trading
goods and services and allocating scarce resources but in doing so only
those that are already well-endowed are rewarded. If an individual possesses
land, capital, natural resources, or skills, the market will do a good job
in ensuring a decent return on these assets. If, however, an individual is
uneducated, poor, handicapped, or unskilled, the market inflicts pain, for
it has little use for such a person. For such segments of the population,
the state has to step in by taxing a fracrion of the incomes earned by
the well-endowed and transfer that to the less well-to-do through public
expenditure on education, skill upgradation, healthcare, drinking water,
sanitation, and social transfers. Moreover, Dani Rodrik has ably argued
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that markets are organized around privare property and neirher property
rights nor markets can function on rheir own. They require other social
instirutions to support rhem. Therefore, property rights rely on courts and
legal enforcement, and markets depend upon regulations ro rein in abuse
and Hxmatket failures. Stare instirutions have ro therefore ser rhe legal and
regulatoty framework and rhe ground rules under which private businesses
operate. The regulators have to ensure rhat competition and not collusion
prevails in the marketplace, consumers are protected, and healrh, safety,
and environmental standards are observed, and rhat a level playing Held is
ensured for all rhose participating in rhe market. The state has to intervene
to promote innovation and entrepreneurship by investing in STEM
education, vocational and technical training, research and development,
technology parks etc. The state is also responsible for maintaining law and
order and security, enforcing rhe rule of law, protecting property rightS,
and adjudicating and arbitrating in disputes and contracts between rhe
private patties. All rhese functions are heavily dependent upon the quality
of institutions and government effectiveness.

Sensible economic policies do not get translated into action because
of rhe dysfunctionality of the institutions implementing rhose policies.
Society, through the media, N Gas and CSOs, professional bodies, labour
unions, citizen groups, human rights and women's rights organizations,
and the like, has to play an important role in maintaining vigilance on the
state and market institutions, and also panicipate in the provision of social

services such as education and healrh wherever possible.
Although there are linkages and overlap in the instirutions aimed at

implementing rhe three development objectives, a preliminary sketch of rhe
tasks before rhe predominant instirutions to achieve each of rhese objectives

is provided below.

GROwTH

According to the IMF, Pakistan's potential GOP growth has gradually
declined over rhe years and rhe output gap has nearly closed." The way
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forward ro improve Pakisran's poreneial growrh is rhrough producrivity.
In turn, an improvement in productivity requires a business-friendly
environment where the government delivers basic services efficiently,
promotes the rule of law, reduces corrupdon, and streamlines business
regularion. Pakisran currenrly ranks 138 our of 189 economies in rhe
World Bank's Doing Business Reporr 2016 and 126 out of 140 in rhe World
Economic Forum's Global Compeririveness Reporr 2015-16. Technology
Transfer through FDI has been shown to diffuse new technologies and
management methods to local firms, raising their competitiveness. Thus,
in the ultimate analysis, it is the strength of the institutions centred on
markets, rhe private secror, and businesses that will raise the growrh
poteneial of the economy. Creating jobs for 1-1.5 million new eneranes
to the labour force is a challenge that can be met only through growrh
rares of around 7-8 per cene annually. Increased female labour force
participarion would contribure both to growrh as well as a reduction in
gender dispariries.

EQUITY

In a mulri-ethnic and mulri-linguistic COUnttysuch as Pakistan, redressal or
mirigation of regional and provincial income and social disparities becomes
an issue of paramount importance to maintain national and social cohesion.
Punjab, as a province, has progressed ahead of rhe other rhree provinces.

While rhere may be some cogent and rational reasons fot this ourcome,
the perception that the majority province is moving ahead at the expense
of the smaller ones must be boldly addressed. Howevet, the disparities
are not along the provincial boundaties because thete are better-off areas
and deprived ones within each province. Central and norrhern Punjab,
utban Sindh, Peshawar valley,and parts of Hazara division, Islamabad, and
Quetta ate relatively better off in rerms of their standing as measured by
rhe Deprivation Index and Multipurpose Poverty Index but the situation in
sourhern Punjab, rural Sindh, Malakand and DIK divisions, and the rest of
Balochistan is a matter of great concern. Some of the factors responsible for
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this differentiation are the availability of ptoductive job oppottunities and
livelihoods, proximity or temoteness ftom markets, and the supply of basic
public services. Access by the POOtto basic public services is ptoblematic
because of diversion of the scarce resources at the disposal of the instirutions
supplying these servicesto the elite. It is here that society-centric institutions
have to step in and play the tole of watch-dog on the activities of the
state and markets, so that no transgressions take place, public services
are ptovided to the poor and marginalized populations, and ensure that
citizens' rights are not violated. Thete have been several instances of non-
governmental organizations (NGOs) actively supplementing the state in
the ptovision of public services such as education, healthcare etc. It is also
expected that the opening up of the backward districts of Balochistan and
KP thtough the CPEC energy and infrastructure ptojects will help integrate
the people and the markets into the national economy and thus contribute
to reducing inequality.

SECURITY

PakiStan'sArmed Fotces ate consideted among the best in the developing
world, having maintained and imbibed high standards of ptofessionalism.
On the other hand, the police, lower judiciaty, ptosecution departments,
and prisons have lost their vigour and effectiveness and enabled serious
ptoblems oflaw and order, and security of person and ptoperty. Compliance
with the law is, in general, weak and this is exacerbated by discriminatoty
practices whereby the influential and well-connected escape violation of
law, while the poor are harassed and extoned on the basis of unfounded
allegations. The judicial ptocess is expensive, cumbersome, and time
consuming, and only those who have the financial means can afford to
engage with the ptocess. Criminals and offenders get off scot free because
of the low conviction rate resulting from weak prosecution. Criminals who

are incarcerated and have the resources can enjoy reasonably comfonable
lives in the prisons. This entire chain of institurions responsible for the
administration of justice needs to be completely overhauled.
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Historical Background

• ) akistan inhetited a well-functioning judiciary, civil service, and
military but a relatively weak system of legislative oversight at the
time of its Independence. Over time, the domination of the civil

service and military in the affairs of the state disrupted the evolution of a
democratic political process and furrher weakened the legislative organ of
the state. The judicial arm, with few exceptions, plodded along sanctilYing
the dominant role of the military and the civil service until the early twenry-
first century.

The British had built institutions, both civilian and military; which were
both strong and effective but Pakistan entered the path ro governance with
a serious disadvantage. The financial, organizational, and human resources
it inherited at the time of Independence were extremely inadequate in
relation to the huge needs of the newly formed state. Ayesha Jalal
rightly observes:

The new stare of Pakistan was crippled by its colonial inheritance. a result of
its relatively sparse share of coloniaJ administrative resources and strucrures

in comparison with India, where continuity and a ready-made pOstcolonial
State eased the transition to independent statehood.!

It was extremely commendable that notwithstanding such a disadvantaged
legacy,the civil services inherited from the British era performed extremely
well in the early period of Pakistan'shistory. They were competent, diligent,
dedicated, and honest. Millions of refugees from India were settled, new
businesses and industries were established as the Hindu owners lefr the
country, basic public services were restored throughout the country, law

35



36
GOVEIU,ING THE UNGOVERNABLE

and order and security of life and property were assured, and instirutions
of governance and economic development were set up and nurtured.

Muhammad Ali Jinnah, rhe founder of pakistan. was quite clear in his
mind rhat the new government in pakistan would build the foundations
of the instirutions of governance on the basis of the legacy it had inherited
but uproot nepotism and jobbety. StanleyWolpert' quotes his conversation
with the governor of Sindh. which shows Jinnah's plans for governance

in pakistan.
Jinnah said at a party given by Sir G. H. Hidayarullah, Governor of

Sindh at Karachi Club on 9 August 1947:

Let us (rust each other ... let us judge by results not by theories. With the

help of every section, let us work to make the sovereign state of Pakistan

reallyhappy, reallyunited, and teallypowerful ... There is a legacywhich
has been passed on to us .. ' the evil of nepotism and jobbery. This evil

must be crushed relentlessly. I want to make it quite clear that I shall never

tolerate any kind of jobbery, nepotism or any influence directly or indirectly

brought to bear on me.

Although he did not survive long after the creation of pakistan and his
close lieutenant, Prime Minister Liaquat Ali Khan, also passed away soon
thereafter, Pakistan enjoyed a relatively clean government for a long period
of time. Once these rwOleaders were gone, the Muslim League suffered
a series of splits and Waseem-~ believes that 'parry careers increasingly
depended on bureaucratic patronage rather than organizational promotion'.
Frequent changes in political leadership in 1951-58 increasingly placed the
onus on the civil servants who had opted fot Pakistan, and the new recruits
who were groomed and trained by their seniors in the old tradition of
commitment, integrity, and goal-orientation. Burki

4
sums up the situation

as follows: 'this disintegration of rhe Muslim League and production of
nine highly unstable governments ... admirably suited the Civil Services
of Pakistan (CSP). It flourished and thrived in the near political vacuum in
which it had been called in to perform'. The politicians were quite content

to let the day-to-day administration be handled by it.
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The induction of top-ranking civil servanrs such as Ghulam Mohammad
(who subsequently became rhe governor general). Chaudhry Mohammad
Ali (who became prime minister). and Iskander Mirza (who became
presidenr) into the higher echelons of government allowed the civil servants
unfettered access and support even when the political leaders soughr to
meddle in their affairs. The secreraries to the governmenr occupying
the highest positions in the bureaucracy and their subordinates had the
confidence that their decisions would be upheld. and that they would be
protected by the higher echelons of power such as the governor general
and the prime minister. Khalid Bin Sayeed has characterized this period
as one during which politicians were placed under bureaucratic tutelage.
and traces this back to Jinnah who 'relied increasingly on the civil service
toward the end of his life.' The first phase. 1947-58. can be characterized

as one of bureaucratic dominance.
The martial law imposed by Ayub Khan in 1958 began with a purge of

some senior civil servants and an effective takeover of the administration

by military officers. However. Ayub soon realized that he had to rely upon
the civil servants to run civil and day-to-day administration. His own
colleagues in the military did not have either the training or the experience
for the job. After some hesitation in the initial years. his principal advisers
were drawn from the tanks of the higher cadres of the Central Superior
Servicesheaded by the CSP.The governors of both East and West Pakistan.
appoinred by Ayub. wete from the Police Service of Pakistan (PSP) and
the CSP. His finance minister was an officer from the Accounts Service.
This military-civil service nexus actually ruled pakistan for the next seven
years. 1962-{j9. The elections to the national and provincial assemblies
were held afrer the promulgation of a new constitution in 1962. and the
cabinets comprising elected representatives were formed. Actual power
was exercised by the commissioners. chief secretaries, federal secretaries,

and the inspectors general of police. Most of the reforms carried out
during this period. which made Pakistan a model developing country
in the 1960s. were based on the repotts and recommendarions' of the
various national commissions comprising technical experts under the
direction of the heads of the ministries and departments. Foreign expertS
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from developed countries were invited to advise and help in creating
new institutions.

During the first two decades, the civilian institutions retained their steel
frame and were therefore able to playa critical role in meeting multifatious,
complex, and difficult challenges faced by rhe new country. They were
instrumental in rehabilitating millions of refugees equalling one fourth of
the total population, establishing industries from scratch as few existed in
rhis part of the subcontinent, and reviving agriculture and food production
to achieve food security. Successfulnegotiations with India, and successfully
negotiating the Indus Waters Treaty wete a key determinant of Pakistan's
subsequent achievement of food self-sufficiency. As part of the Treaty,
one of the largest construcrion programmes-the Indus Basin works with
latge storage dams and link canals, barrages etc.-was carried out by the
engineers under the supervision of the Water and Power Development
Authority (WAPDA), a strong institution created ro harness Pakistan's
water and energy resources.

Peace, otder, and administration of justice were quite well managed by
the law enforcement agencies and the judiciary. The Planning Commission
in the 1960s enjoyed stature and autonomy and had the competence
to initiate and monitor the implementation of various reforms. Other
developing countries followed the example set by India and Pakistan and
established their own planning organizations. Malaysia had its Economic
Planning Unit (EPU), Indonesia BAPPENAS, Thailand its National
Economic and Social Development Board (NESDB), the Philippines
a National Economic Development Authority (NEDA), and Korea an
Economic Planning Board (EPB) and Korea Development Institute (KDI).
Lastly, in China, this task has been performed since 1980 by the National
Development Reform Commission (NDRC) aided by a rhink tank, the
China Society of Economic Reforms (CSER).

Several other development-oriented institutions such as, Pakistan
Industrial Development Corporation (PIDC) for industrial development;
Pakistan International Airlines (PIA), the national carrier; Agriculture
Development Corporation (ADC) for agricultural development; Pakistan
Industrial Credit and Investment Corporation (PICIC) and Industrial
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Development Bank of Pakistan (IDBP) for industrial financing; Agriculture
Development Bank of Pakistan (ADBP) for agriculture financing; Karachi
Development Authority (KDA), Lahore Development Authority (LDA),
and Capital Development Authority (CDA), etc. for urban planning and
development; and the provincial planning boards that carne into existence
during this period, served as models for other developing countries. The
civil services' personnel who managed and ran these institutions retained
the tradition of an open, competitive, merit-based recruitment; rigorous

pre-service training followed by postings in the field for on the job training;
mid-career in service training; performance-based promotions and career

progression; adequate compensation, perks and a status, and prestige and
respect based on personal integrity that was emulated by other professionals.
Those selected were not only the best and the brightest but had a deep
sense of commitment to public service. They enjoyed security of service
guaranteed by the constitution and therefore the exercise of arbitrary and
discretionary powers and interference of the ruling parties in their work
could be resisted. Young recruirs began their careers in the field working
at the lowest units of administration but were given assignments that
exposed them to a variety of situations. Rotation between field and policy
assignments, and working in various provinces, provided them with diverse
experience. They, therefore, remained in touch with the real problems
faced by the ordinary citizens, and designed and implemented policies to
resolve them. This hands-on, diverse problem-solving experience helped
them immensely when they rose to higher positions and manned various
institutions of governance in the country.
Being assigned heavy and complex responsibilities at a young age,

having rotared among different types of challenging jobs, and solving
problems relating to millions of people living in their districts, equipped
these young men and women with leadership qualities which helped them
when they reached top positions in the institutions of governance. If one
could construct a composite index of Efficiency,Effective Service, Delivery,
and Integrity, the civil services of Pakistan would score quite high in the
base year 1960. Goodnow' estimared the major accomplishments of the
CSp, and found it to have been successful in bringing a degree of order out
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of chaos and collecting revenues. He, however, pointed out that 'Pakistan's
legislature could not control the CSP because the higher services had been
given considerable constitutional protection against political influence. To
protect competence, responsiveness was sacrificed.'

Authoritarian regimes devoid oflegitimate political power are, perforce,
impelled to use the instruments of state power to win or maintain coalitions,
construct new alliances, or take coercive measures against recalcitrant
individuals and groups. The BasicDemocracies system, introduced by Ayub
Khan to win legitimacy for his continuation in power, was responsible for

the loss of popularity and credibility of his regime. The disaffection with
the military regime was exploited by Sheikh Mujibur Rehman and his
party, the Awarni League. Mujib's arrest and trial in the Agartala Conspiracy
Case inadvertently facilitated his rise to the height of popularity in East
Pakistan. The Six Points agenda of autonomy propounded by him became
the manifesto of the Awami League and swept it to a huge majority in
the 1970 elections in East Pakistan. The subsequent reluctance shown by
President Yahya Khan in transferring power to the elected leader of the
majority party, i.e. the Awarni League, further reinforced the suspicion
and mistrust of the Bengalis against the Pakistan Army and West Pakistan.

The post-25 March 1971 events eventually led to a civil war in which
India backed the separatist forces in East Pakisran demanding independence
from Pakistan. The civil war ended with the emergence of an independent
state of Bangladesh. This rupture between East Pakistan and West Pakisran
negated the very concept upon which Pakistan was founded. Although
East Pakistan benefited from Ayub's economic reforms and the decade
of development, the reality is that his government was perceived to be
perpetuating a quasi-colonial military regime in a colony, i.e. East Pakisran,
and this proved to be fatal. I. A. Rehman (Dawn, 20 July 2009) argues
that the central establishment decided on a trade-off between auronomy
and development but this manoeuvre failed in East Pakistan and 'it is
unlikely to succeed in Baluchistan and the tribal areas'. The lesson is that
no federating unit will surrender its right to autonomy in exchange for any
development works however huge their economic benefits.

Zulfikar Ali Bhutto, a former foreign minister under Ayub, took
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advantage of this resentment against the latter's economic policies in West
Pakistan and formed his own political party-Pakistan Peoples Party (PPP).
He promised to restore the principle of distributive justiee and equity to
the forefront of Pakistan's development strategy undet the slogan of Islamic
socialism. B Bhutto was a popularly elected, charismatic leadet who came
to power at the lowesr point in the histoty of the militaty, and is credited
with putting the army generals in their place and abolishing rhe elire
Pakistan civil service but he too missed the opportunity of strengthening
the institutional framework of democratic governance. He would have
avoided the use of the military in the counterinsurgency operations in
Balochistan had he not arbitrarily dismissed rhe elected government of the
National Awami Party (NAP).
To reduce the constant dependence on the military to come to rhe aid

the civil administration, he created a special civilian armed organization
called the Federal Security Force (FSF) which ironically led ro his own
polirical downfall and later, his sentencing by the Supreme Court. The FSF
was purportedly used to settle personal scores and harass Bhutto's political
opponents. It was after rhe FSF opened fire and killed ]amaat-i-Islami 01)
and I]T supporters that narionwide protesrs began. Curfews had to be
imposed in Karachi, Hyderabad, and Lahore and the army had to be called
in to restore order. The principal witness against Bhutro in the murder case,
on the basis of which he was sentenced to death, was the restimony of his
chosen head of the FSF, Masood Mahmood, who had turned approver
against his benefactor. It is a shame that his autocratic, highly personalized,
and intolerant attitude towards his own partymen and others who dissented
or disagreed with him should have been the ptincipal stumbling block to
the relative ascendancy of civilian institutions.
Budd' has observed:

Over the half cenrury---certainly after the assumption of power in 1971

by Bhutto--Pakistan systematically destroyed the institutions it inherited

from the BritishRaj. India did the opposite; significantlyimprovedupon
its institutional inheritance. In the institutional graveyard that Pakistan

had become, tombstones carried such names as civil administration and
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the system of governance; the judicial and legal system; the system for

formulating and implementing economic and social strategies; colleges,

universities and the system of education.

The trigger point for the gradual decay of the instirurions of governance was
indeed initiated during Bhutto's populist government. Burkpo argues that
under Ayub, the Planning Commission (PC) had used a variety of devices
to direcr public and private expenditure but Bhutto found these plans
cumbersome, and was not inclined to accept the discipline the PC imposed.
Instead, he used prime ministerial directives as the major tool for allocation
of development funds. The power of the PM's secretariat increased and the
Planning Commission was weakened. Burkill rerms this as:

economic decision-making without constraints as the CSP was abolished,

the PC was weakened, and the PM Directives became the major tool for
development spending. Karachi Sreel, Indus Highway, Nuclear Power
plant. the Lowari Pass Tunnel, and ZAB Sports and Culture Institute were
examples of economic decisions taken for essentially non-economic reasons.

One important consequence of rhis type of 'decision-making wirhout
constraints', according to Burki, was that the sectors that needed

development resources and could have helped the country out of a number
of its economic difficulries did not receive the attention they deserved.

It would not be unfair to surmise that the process of institutional decay
can be traced back to the period in which Bhutto was at the helm of
the affairs. His disdain for the civil service's CSP cadre was reflected in
the summary dismissal of 1,300 officers soon after he assumed power
as Martial Law Administrator. It was for the first time in the history of
Pakistan that a civilian leader had taken over the position of Martial Law
Administrator. The seeds of recourse to extra-constitutional measures were
sown during this period. The dismissal was followed by drastic reforms that
led to the abolition of the CSP cadre, introduction of All Pakisran Unified
Grades (APUG), removal of the constitutional guarantee of securiry of
employmenr, ere.



HISTORICAL BACKGROUND
43

National pay-scales that compressed and pigeonholed all rhe public
servants in Grades 1-22 played havoc with the incentive structure. Lateral
induction of persons into higher superior services generated a great deal of
frustration and resentment among those who had been recruited rhrough
an open, competitive examination and interview system because they
felt rhat their career prospects were being blighted by rhe lateral entrants
selected on rhe basis of rheir connections wirh rhe political leaders, and that
the laner would get preference in promotions. The signalling effect of rhese
reforms upon the young men and women aspiring to make rhe civil service
a career was negative. Until now, there had been a trade-off between job
security and lower compensation on the one hand and an accelerated career
path on the other. Under rhe new arrangements there was no job security,
no assurance of a defined career path, and also low compensation. The
post-1973 period found many young applicants at rhe ess examinations
giving first preference ro customs, income tax, and the police services
rarher rhan rhe previously prestigious cadres of esp, relabelled rhe District

Management Group (DMG), and the Foreign Service.
Bhutto was quite bitter about the dominance and arrogance of the civil

servants during the long period of his ministership under Ayub Khan.
He believed that rhe ill-advised policies rhat led to the downfall of Ayub
Khan were in fact the creation of the top civil servants who occupied
rhe highest positions of government in rhe 1960s. He believed that rhese
civil servants would be a big hurdle in achieving his grandiose vision of
a socialist pakistan. It was quite ironical rhat he wanted the executive
branch and its institutions to become powerful to execute his agenda but
the steps he took eventually weakened rheir capacity and motivation. His
decision to do away wirh the constitutional guarantee of rhe security of
service in 1973, completely abolish Pakistan's civil service, and entirely
reorganize the structure of rhe civil services which formed rhe backbone
of rhe administration by bringing in his appointees through lateral entty,
proved counterproductive. The industries, banks, insurance companies, and
educational institutions he nationalized required professionals to operate
and manage rhem but this was impossible in a sening in which complete
subservience to ministers from his political party was rhe prevailing ethos.
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A question that needs to be addressed is why the line fot institutional
decay is being drawn around 1990, when the actual assault on the civil
services, through abolition of the Pakistan Civil Service, the temoval of the
constitutional guarantee of security of service, allowing induction through
lateral entry, and introduction of common training for all those recruited
to different cadres through the Central Superior Services examination,
was initiated by Z. A. Bhutto in rhe 1970s. Why did these drastic reforms
only have a significant impact on institutional performance in the
early 1990s1

As mentioned above, the Bhurto government, having undertaken
such a massive agenda of nationalization of industries, banks, insurance,
educational institutions, etc. had no option othet than to fall back on
experienced civil servants to fill in the vacuum created by the wirhdrawal
of the private sector to operate the newly acquired state-owned enterprises
(SO£s). The Board of Management, Production Division, and the top
management of these SO£s had perforce to be entrusted to the civil
servants, and some professionals such as chartered accountants, engineers,
erc. were retained or appointed to undertake the task. The past momentum
also carried matters forward as Bhutto had very little time to break the back
of the civil service because he was distracted by other complex national and
international issues. Some of his pragmatic ministers discovered that they
couldn't achieve their agenda by antagonizing and cutting civil servants to
size because they were necessary for the implementation of the policies,
programmes, and projects of the ruling party. The latter also felt that
winning the 1977 election required the deputy commissioners to play
a Cooperative and non-confrontational role as they were key players in
conducting the election.

The overthrow of the Bhutto government through a military coup in
July 1977, and the assumption of power by a right-wing miJitaty leader,
General Zia ul-Haq, led only to a halt to the COntinuation of the socialist
policies, not a complete reversal of them. Mahbub ul Haq, who served
as planning and then finance minister under Zia, set OUt the reason for
this hiatus:
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We have not been able to deregulate the economy as much as I wanted,
despite seven years of trying, because the politicians and officials both like

the system Bhutto put in place. It suits them both very well. because it gave
them lots of lucrative state-appointed jobs in industry and banking to take

for themselves or distribute to their relatives and supporters.

45

Thus the mistrust and suspicion between the private sector and government
functionaries remained unabated.
At the political level, Zia u1-Haq first banned political party activity,

and wanted to limit participation in government to the local level alone
in an effort to win legitimacy through local government institutions.
Subsequently, however, he co-opted the ]amaat-i-Islami, a right-wing
party, which joined his government. Then Zia revived the Muslim League
as a counterforce to the PPP and later formed the federal and provincial
governments with irs support. This veneer of democracy, however, couldn'r
mask the cenrralizarion of polirical power in the hands of a single individual.
The question that then arises iswhy the fallout of these majot shocks to

the economy-rhe loss of almost half of the domestic market, transfer of the
ownership of industrial units from private entrepreneurs to public servants,
and the abolition of Pakistan's civil service and the induction of lateral
entrants-caused major dislocations and disruptions during the 1980s.
The incoming militaty junta had to strike a careful balance between

maintaining a professional standing army and shouldering the
responsibilities of the civil administration. In the initial period, the martial
law administrators and their deputies along with the martial law courtSwere
deeply involved in running the COUntty.The armed forces, keen to preserve
their reputation, felt that this close involvement in running the civilian

administration was having pernicious effects on them. Rumours and reports
were rife about some martial law officers engaging in malpractices and
corruption. Notwithstanding the suppression of the press and freedom of
expression, questions were raised about the justification for the military
intervention if the conduct and behaviour of the present incumbents in
office was no different from that of the civilians they had replaced. The
armed forces were thus on the brink of losing their justification when
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Zia ul-Haq appointed a top civil servant, Ghulam Ishaq Khan, as finance
minister with a much larger canvas of responsibiliries. He was de facto head
of the civil administrarion and held a srrong view rhat the commanding
heights of the economy should remain with the public sectot.

The new military ruler needed the civil servants of the old order to
help him in running the day-to-day adminisrration and managing lhe
economy, and Ghulam Ishaq Khan provided him that surery. GIK, as he
was popularly known, chose some competent and experienced senior civil
servants to run the country. Widely respected for his integrity, hard work,
and competence, GIK was able to assert himself and thus able to insulate
lhe civil services and rhe inslilurions of state from eXlernai pressures and
influences. It is another marrer altogether whether he and his colleagues
did anyrhing to dissuade General Zia from lhe ideological path he had
adopted for Pakistan and for which the country is paying a heavy price to
this day. GIK also did nOl reverse Bhutto's policies of nationalization of
rhe backbone of rhe economy because he shared the latters dislruSl of rhe
private sector and therefore managed the economy in an ad hoc, SlalUSquo
manner without strengthening the institutions of governance.

Zia ul-Haq's own agenda was quite different: the Islamization of
Pakistan and active engagement in the Mghan war. According 10 Haqqani
(Magnificent Delusions, 244):

Zia wenc on to change many aspects of life in Pakistan as part ofIslamizarion
of the coumry. The country's educational system was revamped to ensure

that future generations of Pakistanis will be more Islamic and xenophobic

than the previous ones. From an early age anti-Semitism as well as fear and

hatred of India were instilled in Pakistan's fast-growing populace.

Kamila Hyat describes rhis period in rhe following terms:

Assistedby lhe SovielinvasionofMghanistan in 1979,Zia ul-Haq opened
up the doors for extremist groups from the Middle East to enter the country.

set up seminaries and other centres, and alter forever the face of religion in a

country that till then had followed an essentially moderate line of thought.
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He also altered laws, introducing into the books and into the constitution his

own version ofIslam which pushed back the rights of women and minorities.

We still struggle to amend or retract most of these laws. And of course

under Zia's 'Natch, arms and drugs poured in from Afghanistan, altering the

face of the country forever. A curious attempt was made to push Pakistan

across the cominent, west into the Middle East, breaking its linkages with

the Indian subcontinent and the culture it had inherited from its long

association with this region. The crackdown on dance, music and on so

much else including forms of art is just one example of this.12

Three million refugees from Afghanisran not only created economic
dislocation in rhe Khyber Pakhtunkhwa (KP) and FATA regions bur
included a large number of trained militants, criminals, and drugs and
arms smugglers who posed a challenge to the writ of the stare. A culrure
of violence took root as the arms intended for Mujahideen filtered into
Pakistani cities and towns. Drug trafficking had exponentially incteased
as areas bordering Afghanistan descended into lawlessness. Zia ul-Haq
used the state apparatus and select institutions such as the Inter-Services

Intelligence (lSI) and Military Intelligence (MI) to perpetuating his
regime, and leli: a legacy that haunts Pakistan almost three decades after
his death. He ptOmoted Salaftst Islam to keep the country under his
control, radicalized the society through madrassas, mosques, and maulvis,
and used militants to achieve his foreign and domestic policy goals. The
popular narrative was changed from an open and modernizing outlook to
an obscurantist puritanical world-view that enfeebled the liberal forces in
the bureaucracy and society. He showed little or no interest whatsoever in

institutional restructuring of the civil order or economic reforms.
The erosion of the quality of recruits into the civil services began

occurring gradually since the 1973 reforms but became quite perceptible
by the late 1980s and early 1990s. As pointed out earlier, the civil setvices
ceased as hitherto to be the preferred choice for the best and the brightest
young men and women in Pakistan after the enactment of the 1973
reforms. There was a time lag in the perception about the desirability of
the civil setvice as a career in the alrered reality.The quality of fresh intake
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in the 1980s and thereafter was nowhere comparable to that of those who

had entered the setvices in the 1950s, 1960s, and 1970s. Both Bhutto
and Zia had to assign complex and challenging tasks to the officers of
these earlier batches of civil servants who were capable of delivering the
desired results. The institutions headed by these individuals continued to
perform well.

A renewed ascendancy of the civil service was once again witnessed in
the three-year tenure of Prime Minisrer Mohammad Khan ]unejo. Having

been a minister in the heydays of the 1960s, he had seen first-hand the
value of an efficient and motivated cadre of civil servants. He therefore
brought a breath of fresh air in Pakistan's governance structure even though

he had his origins in rutal Sindh, known for its patronage-based politics.
An honest man living a modest and austere personal life, he set an example
for others to follow. All key appointments were made on merit, contracrs

were awarded to the deserving, and postings and transfer of officials were
no longer driven by the whims of local politicians. This brief period in rhe
mid-1980s is still remembered as a powerful testimony to the possibility
that there is no inherent incompatibility berween good governance and

democracy. It is ironical that this period of good democratic governance
had to end because of the whims of a militaty dictator who had appointed
him to the job. Normally, the popular narrative is that good governance is
only possible under strong authoritarian rule and, in Pakistan, that of the

military. However, the ]unejo-Zia tussle contradicts this narrative. It would
be fair to surmise that civilian institutions got some infusion of oxygen
during that btief spell of ]unejo governance. Some observets speculate that
had that period continued and not terminated so abruptly, the quality of
institutions would have risen considerably. ]unejo was unceremoniously
dismissed from office in May 1988 and Zia once again assumed complete
control of the government until his tragic death.

The momentum of the 1980s was broken when the two major political
parties formed alternating elected governments in the 1988-89 period.
There wete euphoric scenes in Pakistan when Benazir Bhutto was elected
by a popular vote as the first female prime minister. It was believed that
the dark days of repression and autocratic rule were over and a young,
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enlightened, and modern leader with strong grassroots support from the
masses would usher in a new era of progtess and prosperity. Although
she could not completely disassociate herself from the socialist economy
agenda of her father or repudiate it publicly, she went along the path set by
Zia ul-Haq. She, however, kept struggling to strike an equation with the
establishment and her government proved to be so weak and fragile that she
did not pay much attention to the economic agenda and the institutions
responsible for furtheting it. Worse, her government became tainted with
scandals of cotruption in the awatd of contracts, sanctioning of loans by
the nationalized banks, allocation of land for real estate development,
approvals of agreements for independent power plants, and permits for
sundry business activities.
In order to fulfil this goal, pliant officers loyal to the government were

brought in to occupy top positions as secrerariesof the ministries and heads
of key institutions, and entrusted with these responsibilities. Appointments,
postings, and transfers were, by and large, driven by the considerations of
getting 'our' man in place who will do 'our' bidding. These beneficiaries
were happy nor only to oblige the poliricalleaders but were also able to
enrich themselves and their families and friends in the bargain. Objectivity,
neutrality, and impartiality, the traditionally acclaimed attributes of the
civil services, were completely sacrificed in this Faustian bargain, setting

the stage for rhe decay of rhe civilian instirutions.
The young and inexperienced prime minister was thus unable to face a

range of challenges. She was obliged to appease the establishment seeking
to dislodge her government, carer to rhe undesirable wishes of her family
and close confidants, and address the grievances of parry workers who were
not being adequately rewarded for the sacrifices they had made during the
Zia's dictatorial regime. She was unable to meet rhese challenges, and her
government was dismissed by the president on grounds of incompetence
and corruprion. Fresh elections were held and Mian Nawaz Sharif, heading
a coalition of rightist parties, became prime minister in November 1990. A
petition med by the former commander in chief of the Pakistan Air Force,
Asghar Khan, before the Supreme Court of Pakistan alleged rhat the Chief
of the Army Staff (COAS) and the head of the Inter-Services Intelligence
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Agency had forged and supporred a coalirion of right-wing political parties
to defeat the PPP at these elections.

The new prime minister, a businessman himself-generally known as
a protege of General Zia and who had the blessing of the establishment-
sparked a new ray of hope that he would be able to put the economy
in order. Indeed, he began with a big bang by introducing far-reaching
economic reforms with adequate legal cover. The principal thrust of the
reforms was to diminish the role of state functionaries in the affairs of the

economy, unleash the entrepreneurial energies of the private sector, and
allow market forces to operate with minimal government intervention.
However, these nascent changes could not be adequately roored because he
got entangled in a tussle with President Ghulam Ishaq Khan. The president
accused his government of nepotism. favouritism, and corruption, and
dismissed it in 1993, after only two and a half years in office.

The unfortunate tradition of replacing all the previous incumbents of
top posts in the executive branch at the federal and provincial governments
by loyalists got further entrenched, and the subsequent two terms in
which Benazir Bhutto (1993-97) and Nawaz Sharif (1997-99) alternated
in power. It is a shame that Nawaz Sharif, during his second term, did
not pursue or consolidate the unfinished agenda of economic reforms
he had brought aboUl in 1991. This was indeed a great opportunity for
his government as he had received an overwhelming mandate from the
electorate which could have been profitably utilized to take tough policy
decisions and strengthen state insri[Utions. This time, however, he did not
pay much attention to the economy because he was distracted by his battles
with the superior judiciary, the army chiefs, and nuclear tests in response
to India's decision to go ahead with nuclear weapons. As Nawaz Sharif
had forced one army chief to resign, his subsequent action to dismiss his
successor resulted in a retaliation by rhe army which toppled him from the
office and brought in General PervezMusharraf as the new chief executive
in October 1999.

As both Benaz;r BhUlto and Nawaz Sharif felt polirically insecure and
their average tenure of office was around a mere two years. they used
the institutions of governance and civil servants to dispense favours and
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patronage, engaging in a dubious game of co-option Ot coetcion of theit
opponents and excessivemisuse of the disctetionary powers of the office.
The politicization of the civil services was openly encouraged by them
and, for the first time, allegiance to the political party in power was the
principal consideration for key appointments, perks, and privileges. Under
the British tradition, civil servants did not change their officeswhen a new
government came to power. This tradition was, however, thrown overboard
in the 1990s, and the new norm was that with each change of government
the elected leaders replaced those appointed by their opponents and
brought in a new set of appointees to key positions and heads of institutions
loyal ro them. The partisan use of state patronage and corruption thus
became entrenched during this period, and the incentive structure for
career progression was unquestioning acquiescence with the wishes of the
ruling dispensation, right or wrong, legal or illegal. The initiarive for the
formulation of policies, analysis of COStsand benefits of policies, and advice
ro the cabinet, which had always been the prerogative of the bureaucrats,
was ungrudgingly ceded to politicians who were not qualified or had the
time to examine them critically. Parvez Hasan,13 summed up this period
as follows:

The political governments were not only weak (the exception being Nawaz

Shariff's] rule during 1997-99) but were dominared by strong vested
interests and were not inclined to treat political opposition with much

respect. At the same dme, there were widespread allegations of corruption,

and abuse of power. These factors combined with a lack of financial

discipline, ineffecdve use of public resources, and continued problems in

areas such as tax collection led to slowdown in the rate of growth of the

economy, a sharp acceleration in inflation in mid 19905, external payments

crisesin 1993and 1996,and an approachingdangerof externaldebt default
towardsthe end of 1990s.

The only exceptions in this long period of eleven years were the two
brief interludes of caretaker governments headed by the former senior
vice president of the World Bank, Moeen Qureshi, and President Farooq
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Leghari. Both of them brought about some improvements in policy and
institutions, and tried to reinstate the practice of selection on merit but
their tenures were (00 brief to ensure continuance of these changes in the

institutional architecture or practices and processes.
General Musharraf, who came ro power in Ocrober 1999, selected

experts and technocrats as members of his cabinet and they served
the country admirably for the first three years. The chief executive
paid undivided attention to taxation, tariffs. the financial sector,

telecommunications reforms, resumed privatization of loss-making public
enrerprises, and established an effective Narional Accountability Buteau
(NAB), created a powerful Higher Education Commission (HEC), and also
significantly restructuted the local government system and the police by
revising archaic laws and instituting a new modern system. Had these been
fully implemented and survived over time, the institutional architecture
would have greatly improved and the process of decay would have at least
been halted.

The Musharraf government did the right thing by devolving powers
to the local governments, to the elecred nazims to whom the provincial
governments handed over control of 12 departments in their districts.

However, rhe abolition of the offices of rhe deputy commissioners and
assistant commissioners, and their substitution by the elected nazims in the
areas oflaw and order, land administration, and disaster management was a
step too much in advance of its time because the nazims were neither equipped
nor trained to shoulder these responsibilities in a non-partisan manner.
These functions should have remained in the hands of neutral, impartial,
and competent civil servants. Focus group consultations in 2006-814

with civil servants of all ranks revealed a deep sense of disenchantment
and low morale as a consequence of the decision ro abolish the offices
of assistant commissioner, deputy commissioner, and the divisional

commissioner. Many of them termed the decision as a second
blow to the administrative frame, the first being the 1973 reforms
under Bhutto.

lIhan Niaz" explains the possible reason for this action: 'rhe higher
bureaucracy led by the CSP/DMG served as the great administrative
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restraint on military tulers and was able to assen its intellectual and moral
superiority over time and time again, often for good sometimes for ill,
over their counrerparts in the milirary'. The large-scale inducrion of retired
and serving military officials into civilian institutions by the Musharraf
government further demoralized rhe higher bureaucracy and exacerbared
the sense of resentment.
Alrhough rhere are many detractors and crirics of rhe 2001 devolution,

both among analysts and politicians, rhere is lirtle doubr rhar rhe local
governmenr sysrem indeed helped in imptoved provision of basic servicesar
the grassroots level but rhe premarure transfer of powers of administration
of justice caused a grear deal of disaffection. The Police Order 2001 was
also a major step forward but was amended several times ar rhe insistence
of Musharraf's political supporters, rhe provincial chief ministers, thar
it lost its real transformational power. However, notwithstanding these

deficiencies and setbacks, rhe period 2000--06 is generally viewed as a
period of relative good governance in Pakistan. The aggregate governance
indicators, according ro the World Bank darabase, pealted during thar
period and ir coincided with the period during which Paltistan tecotded
high growrh rares.
The post-2008 period, which was marked by rhe return of a

democratically elected government, once again witnessed key institutions
headed and manned by rhose who were loyal to rhe ruling parties. Officials
who had fled abroad on self-exile after the dismissal of rhe second Bhurto
government returned and occupied key administrarive posirions. Personal
friendships and loyalry to rhe leadership were the principal criteria for
appointment of heads of institutions. The principle of choosing the right
man for rhe righr job was flagrantly violared, leading to an open tussle
with the superior judiciary. In that battle, institutions were paralysed,
further widening the policy-performance gap. The Supreme Court took
suo motu notice of some of these violations and ordered the removal or
forced resignation of some of rhe heads of rhese institutions. A few orhers
were charged wirh corruprion, malfeasance, and misuse of office. There
was, however, no perceptible diminution in rent-seeking activities and

parronage by the ruling party in placements and appoinrments to top
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positions in public sector organizations. Private investment fell drastically
during this period and Pakistan's ranking in the Ease of Doing Business
and Transparency indexes slumped.

One of the most encouraging developments that took place during
the tenure of rhe Zardari government was rhe approval of rhe Eighreenth
Amendment to the Constitution which devolved significanr adminisrrarive

and legislarive powers from the federal government to the provinces in
many areas relating to the delivery of basic services to citizens: agriculture,
educarion, healrh, energy ere. This was accompanied by a dramatic shift in
the disrribution of the divisible rax pool under rhe 7rh National Finance
Commission (NFC) award. The share of the provinces jumped from

under 40 per cent to almost 60 per cent. Balochistan, rhe most backward
province, was given a higher allocarion in the horizontal distriburion

among the provinces. This highly significant developmenr in rhe system
of constitutional and fiscal federalism could have become a precursor of
institutional fe-engineering with a clear demarcation of boundaries between
the provincial and local governments along wirh an agreed mechanism

for revenue-sharing which would have made a substantial difference and
improvement in state-citizen rclations. Unfortunately, this opportunity
was not only missed but the Local Government Acts of Punjab and Sindh
have in fact concentrated more powers ar rhe provincial level. The local

governments have become almost impotent in delivering services to citizens
as they lack borh rhe authority and the resoutces for this.

The capacity to formulate policies, implement reforms, and execute
projects at the provincial level has not kept pace with the additional
responsibilities and functions that have been assigned to them. Education,
healrh, and orher social sector budgets of the provincial governments,
for example, are not fully utilized, and the funds lapse at the end of the
financial year notwithstanding the enormous demand for these resources.

This disconnect between the devolved legislative powers and rhe enlarged
resource envelope on one hand, and the limited capacity to implement the
programmes is going to worsen unless serious efforts are made to reform
the structure, processes, and human resource management policies at the
provincial level and further devolve powers and resources to the local
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governments. The reasons for this lack of capacity and poor governance

are several.
The informal, asymmetric power relations wirhin the bureaucracy creates

an incentive for poor governance. The accountability of civil servants and
public sector employees has been largely limited to rhe officer class or
top and senior managers. In formal terms and in accordance wirh the
distriburion of responsibilities within the organizarion, rhe onus lies wirh
these officers. In actual pracrice, however, the informal but effective power
rests wirh rhe lower echelons of the bureaucracy. The clerks, patwaris,
SHOs, inspectors. and court readers enjoy enormous discretionary power
and engage in institutionalized corruption bur remain unscarhed from
any measures of accountability because they do not have any formal
aurhority and cannot be held responsible in rhe strict legal sense. All
the purges, screenings, and dismissals under the military regimes were
targeted at rhe senior officers as were the NAB inquiries and prosecutions
in rhe recent years. As their superior officers keep rotating while the lower
ranking officials remain entrenched almost permanendy in their positions,
they arouse deep-seated fears among those who file complaints against
their high-handed and extortionaty practices. In the event of a formal
complaint being lodged against these lower functionaries to their superiors,
twO possible outcomes are likely to ensue. First, if the superiors are in
cahoors with the subordinares, the complainant may risk harassment and
persecurion. In the event rhat there is an honest officer at rhe helm, the
complainant may incur the wrarh of the individual(s) concerned afrer the
transfer of that officer, Le. a postponed punishment. A resident of the area
who depends upon rhe whims and discretions of the bureaucracy for day

to day survival can hardly afford rhat.
Second, previous army takeovers resulted in rhe setting up of a parallel

hierarchy of militaty leadership operating under rheir own laws, leaving
civilian institutions dormant and inactive. Serving or retired military
officers were brought in to head senior leadership positions in a large
number of civilian organizations over a period spanning virtually a decade.
This practice denied opportunities to middle-level civil servants to hone
their skills, gain rhe requisite experience, and enhance their performance
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as they did not see any prospects for career progression for themselves.
Their nurturing and grooming was Stalled and inertia, indifference, and
demotivation took hold, adversely affecting the delivery of public goods
and services to citizens. These behavioural lapses contributed to the decay

of the institutional capaciry of Pakistan, and when democracy returned,
the underlying rot began to tesurface.

The year 2013 saw rhe first orderly transition from one elected
government to another. Some observers were expecting the poor governance
practices of the previous government and the debilitating economic

performance of rhe past five years to end under the new dispensation. After
all, it was the impressive track record of the Punjab government under the

leadership of Chief Minisrer Shahbaz Sharif during rhe 2008-13 period
which won rhe vores for the Pakistan Muslim League-Nawaz (PML-N).
There were heightened expectations that the new government would
tesuscitate the institutions and appoint competent people to head them,

restructure the civil services, and usher in transparency but reality fell quite
short of those hopes. Loyalty to the person and rhe patty once again figured

prominently in the calculus while highly centralized decision-making by
an informal coterie of relatives and friends bypassing the cabiner sysrem of
collecrive decision-making became the norm. A transparent, merit based

system of screening, inrerviewing, and selection of the chief executives of
100 institutions by an independenr commission comprising people of high
inregrity and designed in compliance with the orders of the Supreme COUrt
was first side-lined, followed by the disbandment of the commission itself.
Civil service and governance reforms were taken up by the government,
and the Planning Commission was assigned the task of devising a
blueprint and timeline. The actual progress after a lapse of four years has
been negligible.

Thete was another turn in the popular senrimenr about the political
leadership in Pakistan-especially among rhe educated youth, the urban
middle class, and women-when Imran Khan, a man of inregrity who had

made his name as a distinguished cricketer and later through his excellent
philanthropic work, formed a polirical party, rhe Pakistan Tehreek-e-Insaf
(PTI). A large number of people who had shied away by exercising their
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franchise during the general elections decided to come out openly and
support him in those held in 2013. His party won a majority in KP and
formed the government by defeating the incumbent ANP which had lost
its popularity because of poor governance and corruption in the province.
Expectations rose that he would focus all his attention in transforming
KP into a model of good governance, institutional performance, and
delivety of public services to the poor. The voters of KP had rejected
the previous ruling patty, thus signalling that they were ready for such a
transformation. Political resistance to his reform agenda would have been
minimal. His govetnment cettainly began to bring about some perceptible
improvement in police, health, education, and land record management
but his distraction because of other issues such as the election irregulatities
and then escalation of this issue to organizing dharnas in lslatnabad, caused
some disappointment among his newly found well-wishers. They had
hoped that he would devote undivided attention in developing a model
province, showcasing the essential ingredients of good govetnance and
people's access to public services.

***

Scholars such as Ayesha Jalal, Philip Oldenburg, and Chtistophe Jaffrelot
have undenaken scholatly studies and analysedwhy both India and Pakistan
with a common colonial legacy,and legal and bureaucratic sttuctures, have
moved in different directions in relation to democracy. Oldenburg has
shed light on the question: what allowed Indian politicians ro assert and
maintain their dominance over the bureaucratic and military branches
of the state, while that has proved to be impossible in Pakistan? The
literature is so rich and fascinating that it would be difficult to summatize

it here.
Suffice it to say that while Indian politicians right from the outset

have been able to effectively assert control over both the bureaucrats and
the military, this was not the case in Pakistan. The relative dominance
between these two groups has varied in different periods. It is argued
by many observers that even in 1988-99, when elections were held and
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democratically elected leaders were in power, the military was still calling
the shots. The same is also true of the post-Z008 period when foreign
policy, defence policy, and internal security matters fellwithin the virtually
exclusive domain of the military.
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The Economy

A
t the time ofIndependence, the prospect of the economic survival

of Pakistan appeared quite bleak. The following extract from the
cover story of Life magazine dated 5 January 1948, is teflective of

the sentiments on Pakistan's economic future at the time:

When Pakistan suddenly received irs freedom last August 15, proud and

energetic patriots boasted that they had created a nation with more land

than France and more people than Germany. Granting these comparisons,

Pakistan still lacks most of the attribmes of a modern nation. Today. its

capital of Karachi is partly a tent city. And, as the following paragraphs

and the picture indicate, it is fighting a close haule with economic

hankruptcy.
Labour: Of the approximately 70 million Pakistanis, more than 80% afe

farmers, very few ace wealthy landlords, and the rest are shopkeepers and

artisans. Nearly all of Pakistan's financial and professional men were among

the approximately four million Hindus who fled [0 India. From India,

Pakistan got about six million impoverished Muslim peasants who, for the

most part, left their agricultural implements behind. In return for freedom,

Pakistan has huge transient camps full of landless farmers and an almost

complete lack of skilled technicians or businessmen.
Industry: fu a producing country, Pakistan must quickly industrialize

to achieve self-sufficiency or else might establish a cordial interdependence

with a processing nation. At present, in all of Pakistan there are only 26,000

workers employed in industry. She has no big iron and steel centers, only 34

railway repair shops, no match factories, no jute mills, no paper mills and

only 16 cotton mills against India's 857. Lacking the money Of know-how

59
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to industrialize, Pakistan obviously requires a commercial rapprochement

with Hindu India if her people are to be clothed,

Finances: Pakistan's financial troubles are compounded by her

political, trade, and industrial failures. At the time of the division, the

Hindu businessmen took all the gold bullion jewels and other liquid
assets they could carry with them. With normaJ trade cue off by rioting

and use of railroads for refugees, Pakistan's income probably will not

exceed 450 million rupees for the current year against almost cenain

expenditure of 800 million rupees. Officials talk hopefully of foreign
investment or loans but in Pakistan's present conditions, the risks are not
very attractive. I

PAKISTAN'S GROWTH RECORD

From such a shaky start, Pakistan today is the thirty-fourth largest economy
in the world with a per capita income in Curtent US doHars of about
$1,500 in comparison to $100 in 1947. Pakistan's overall growth record
has been quite impressive: on average, the economy grew at an annual
rate of slightly above 5 per cent over the last seven decades. In per-capita
terms, the growth rate was 2.5 per cent annually. Per capita incomes
in constant terms have multiplied four- to five-fold. Consequently, the
incidence of poverty has halved from 40 per cent to less than 20 per cent.
The trends in sectoral GDP growth rates indicate that industry. including
the manufacturing sector, has been the most dynamic of the economy. In
the regional context, Pakistan grew faster than South Asia by an average
of two per cent through most of the 1960s and 1970s, and at similar rates
during the 1980s. However, since 1990, Pakistan's growth has fallen below
the regional average. There are, however, ocher remarkable achievements
that the country can proudly boast about.

A country of 30 million people in 1947 couldn't feed itself and had to
import all its food from abroad. In 2016, the farmers of Pakistan were not
only able to meet the domestic needs of the country for wheat, rice. sugar,
and milk fot 190 million people at a much higher per capita consumption
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level bur also export wheat and tice to the rest of the world. Pakistan has
emerged as the world's third largest exporter of rice.

Agriculture production rose over five-fold with cotton reaching a peak

level of over 14 million bales in comparison ro 1 million in 1947. Pakistan
has emerged as one of the leading world exporters of rextiles.

The manufacturing production index is well over 13,000 with a
base of 100 in 1947. Steel, cement, automobiles, sugar, fertilizer, cloth,
vegetable ghee, industrial chemicals, refined petroleum, and a variery of

other products that did not exist at the time of Independence are now
manufactured for the domestic market and, in many cases, for world

markets too.
Per capita electriciry generation in 2016 was 10,160 kw-h (kilowatt per

hour) compared to 100 in 1947.
Pakistan's vast irrigation network of large storage reservoirs and dams,

bartages, and link canals constructed during the past seven decades has

enabled it to double the area undet cultivation to 22 million hectare. Tube-
well irrigation ptovides almost a third of additional watet to supplement

canal irrigation.
Pakistan's road and highway network spans 260,000 Ian, over five times

the length inherited in 1947. Modern motorways and supet highways and
four-lane national highways link the entire country along with secondary

and tertiary roads.
Natural gas was discovered in Pakistan in the 1950s and supply has

been augmented over time. As of now, almost 4 billion cubic feet per day
of natural gas is generated and distribured for industrial, commercial, and
domestic consumption, and until recently accounted for 40 to 50 per cent

of the country's energy needs.
Private consumption standards have kept pace with the rise in income.

Thete were 52 road vehicles for 1,000 persons in 2012 in comparison
to only one vehicle for the same number of people in 1947. Phone

connections pet 1,000 persons have tisen to 683 from 0.4 over this
period. TV sets, which were non-existent in 1947, cater to 70 out of every

1,000 households.
These achievements in income, consumption, agriculture, and industrial
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production are extremely impressive and have lifted millions of people out
of poverty. These, however, pale into insignificance when we consider the
missed opportunities. The largest setback to Pakistan has been the neglect
of human development. Had adult literacy rate been close to 100 per cent
rather than approximately 50 per cent today, it is estimated that the per
capita income would have reached at least $3,000.

There is a virtual consensus among the analysts and economic historians
that Pakistan had three episodes of rapid growth: 1960/61 to 1969/70,
1979/80 to 1988/89, and 2003/04 to 2007/09; and four episodes
of stagnation: 1948/50 to 1958/59, 1970171 to 1978/79, 1989/90 to
1999/2000, and 2008/09 to 2013/14. McCartney,' however, surprisingly
terms the period 1951/52 to 1958/59 as growth years and that of 1970/71
to 1990/92 as a period of stagnation.
The popular notion that the economy prospers under military regimes

and falters during periods of elected civilian leadership is only superficially
valid. Mahbub-ul-Haq, the architect of Human Development Index, who
played an important role in economic policy-making during the Ayub and
Zia governments, in an interview with Anarol Lieven,3 sums up the reasons
for the faltering economic and social progress during governments headed
by the politicians and the relative success of non-political governments in
accelerating economic growth.

Growth in Pakistan has never translated into budgetary security because of

the way our political system works. We could be collecting twice as much in

revenue--even India collects 50 per cem more than we dG--and spending

the money on infrastructure and education. Bue agriculture in Pakistan pays

virtually no tax because the landed gentry controls politics and has therefore

a grip on every government. Businessmen are given state loans, and then

allowed to default on thcm in rerum for favours to politicians and parties.

Politicians prmect corrupt officials so that thcy can both share the proceeds

... As far as developmcnt is concerned, our system has the worst features of

oligarchy and democracy put together. That is why only technocratic, non-

political governments have ever been able to increase revenues. But they

cannot stay in power long because they have no political suPPOrt.
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It would be important to briefly recapitulate the economic history of
Pakistan which has not been, by any means, smooth or consistent but

replete with episodes marked by booms and busts, disappointments and
achievements, and crises and resilience. The journey has been bumpy due to
domestic policy and institutional failures as well as external and exogenous
shocks.

Table 3.1: Growth by Period (Percentage)

FY
1948-58
1958-70
1972-77
1977-88
1988-99
2000-07
2008-13
2013-16

RealGDP
3.1

5.9
4.4

6.3

4.7
5.2

3.2

4.1

Agriculture
1.6

4.4

2.4

3.8

4.3
3.4

3.3

1.9

Industry

9.1

9.5
4.5
8.1

5.1

6.6
2.4

4.2

Services
3.4

6.0
6.3
7.0

4.7

5.5
3.8
4.9

Sources:Handbook a/Statistics. Scare Bank of Pakisran; Pakismn Bureau of Statistics; World
Development Indicators, World Bank; Haver Analytics

The 1950s were Pakistan's formative years when the problems arising ftom the
aftermath of Partition and the setting up of a new nation-state preoccupied
decision-makers. The disintegration of the subcontinent's economy, and the
inheritance of poor human and financial resource endowments proved to
be stumbling blocks in laying a solid foundation for rhe economy during

this period. A crisis mode prevailed throughout the decade, exacerbated
by political instability. Narurally, overall growth remained subdued as
industry took off from a very low base. The principal means to finance
investment in the 1950s was via rhe very high tares of profit earned by the

private industry enabled by government trade and exchange-tate policy.
The state also made some limited, direct contribution to investment.
The principal source of growth over the period was import substitution,
and the consequent lower costs and higher productivity in industry.
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The major turnaround took place after 1958 under Ayub Khan
when Pakisran achieved polirical stability. Continuity and consistency
of policies, combined with incentives to the private secror, a strong
Planning Commission setting a clear direction, and the green revolution

in agriculrure, all made significant contributions. The growth rate hoveted
around 6 per cent annually, nntwithstanding the shock of a war with India
in 1965. Industry lOok rhe lead bur agriculrure also saw a tevival wirh
high-yielding varieties and incteased availability of warer for irrigation. The
stare proved well able 10 sustain high profit rates in rhe privare seclOrwith
reforms to corporate taxation and anti-union policies. The principal sources
of growth were domestic demand and a green revolution in agriculture,
export growth, and contribution of labour, capiral, and overall rise in
productivity (TPP).'

However, although Ayub's period of governance was a one of high
aggregate growth rate. it was also characterized by a substantial increase
in income inequalities per se and across regions. The Gini coefficient
worsened and rhe number of people below the poverty line increased.
Wage increases did not match productivity gains and the living standards
of a large majority of the popularion remained stagnanr or improved only
marginally. The index of real wages increased by only twOper cent during
this ten year period. Investment in the critical social sectors remained very
poor and population growth rate remained high, notwirhstanding a much-
lOuted family planning campaign. Thus, distriburional considerations
took backstage 10 growth performance. The popular perception about
concentration of wealth in the hands of 22 families, shared by the chief
economist of the government itself. and the wider regional inequalities
between East and West Pakistan fuelled resentment among Bengalis who
accused Ayub's government of reducing the East to an internal colony.~

It can be seen that during the first 20 years following Independence,
Pakistan recorded the highest rare of growth in South Asia. According to
the World Bank(' (2002), Pakistan exported more manufactured goods than
Indonesia, Malaysia, Philippines, Thailand, and Turkey combined in 1965.
Agriculture, which affected the vast majority of the population and was
the single largest employer, was also vigorously revived during this period
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through a combination of public policies, investment, and institutional
reforms. The green revolution, brought about by high-yielding varieries of
wheat and rice along with large-scale public investment in storage dams
and irrigation, made Pakistan self-sufficient in food production and caloric
intake. The construction of me Indus Basin Works increased the availability
of irrigation water by 40 per cent over me 1960s. Private sector tube-wells
augmented surface water by pumping out underground water, lowering
the waterlogging and supplementing water supply at critical times in the
ptoduction cycle. Fertilizer consumption surged by 35 per cent to 40 per
cent and the private seCWf was harnessed to undertake retail distribution

of agricultural inputs. The contribution of the total factor productivity
(TFP) to the overall growth output increased from 38 per cent in the first
five years of the 1960s to 87 per cent in the second half of the decade.

How did Pakistan get derailed from the path it was pursuing? The
starting point of this reversal was the paradigm shift in me basic model
of development after the break-up of the countty. Until me lare 1960s,
Pakistan relied upon its private sector and achieved very high rates of
economic growth. The nationalization of the major manufacturing
industries, banking, insurance, education, and the like in 1971 caused
a major disruption of the economy and an erosion of private investor

confidence mat continued for the next 20 years.
Z. A. Bhutto, a highly talented and charismatic leader, rather than

consolidating the gains of the 1960s and ameliorating the weaknesses
visible in that development model, completely abandoned the model
itself and made a complete about-turn. In order to break the stranglehold
of the 22 families on me economy, he rushed to take over all the major
manufacturing industries, banking, insurance, education, and the like
under direct government control, virtually confiscating private property.
This experiment with socialism had a negative impact on industrial
development, export expansion, and the quality of education, and gave
an overarching role to the bureaucracy in economic decision-making. The
substitution of a culture of entrepreneurship, risk-taking, and innovation
by rent-seeking and patronage suppressed the dynamism of the private
sector.The emergence ofbuteaucrats as business leaders reinforced the new
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culture. Bureaucratic harassment, problems onaw and order, unreliable and

expensive power, and inadequate infrastructure also discouraged investment
and help explain why the private sector was reluctanr ro make long-term
commitments. The disintegration of the unified economy of East and West
Pakistan and the resultant formation of Bangladesh as an independent

country also had major economic consequences. The oil price shock of the
1970s, the droughts and 1I00ds, and withdrawal of external assistance by
the West did not help the situation either.

The growth rate in rhe 1970s fell ro 4.4 per cent per annum from
6.5 per cent in rhe 1960s. Worsr of all, rhe central plank on which the

Bhutto government came to power, that of social justice, proved intractable.
Between 1972 and 1980, rhe Gini Coefficient of overall income increased

from 0.291 ro 0.355 for farm households and from 0.363 ro 0.400 for
urban households.' Inllation accelerared during this period, averaging

abour 16 per cent in 1971-77, and rhus hurting rhe poor. Large-scale
manufacturing performed very sluggishly, achieving a growrh rate of a mere

3 per cent and thar roo sparked by huge public secror invesrmenr. The
idea thar the government should control the commanding heights of the
economy underpinned the industrialization drive. Resources were allocated
without proper appraisal at the prime minister's discretion and investment
was made in activities that neither stimulated growth nor promoted equity.
A newly industrializing economy that was fuelled by private enterprise was
placed in an awkwatd, adversarial position between the government and the
private sector. This tense relationship, replete with suspicion of the private
sector that lasted for the following two decades, did irreparable damage
to Pakistan's economic take-off and pushed it behind its competitors. The
lesson learnt from this experience was that good populist polirics were
eventually detrimental to the economy. The gap between democracy and
development widened during this period.

The Zia period (1977-88) was characterized by a surge in economic
growth that was back ro the over 6 per cent average recorded in the 1960,.
It was also a period during which exogenous shocks did nor destabilize

the economy bur in fact proved heneficial. The participarion of Pakistan
in the campaign to overthrow the Soviet Union from Pakistan brought
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in a large amount of military and economic assistance from the US. The

cost paid by Pakistan for rhis largesse has been colossal. The seeds of the
current Islamic fundamentalism in Pakistan were sown during that period.
The spread of the Kalashnikov and drug culture that has nurtured ethnic
and sectarian violence rhroughour the country, rhe mushrooming of illegal
and parallel economic activities such as smuggling of arms and goods, and
the promotion of Jihadist parties and elements can all be traced back to
the 1980s.

The economic indicators for the period appear on the surface to be quite
impressive, with the growth rate up to 6 per cent, inflation down to 7.6

per cent, agriculture growth at atound 4 per cent on average annually, and
the industrial sector rapidly expanding at a pace of a little over 8 per cent.
However, the 1980s also saw an enormous increase in public spending
of 9 per cent a year, widening the fiscal deficit which reached 8 per cent
of GOP in the second half of 1980s. By 1987-88, defence spending had
overtaken development spending and averaged 6.5 per cent of the GOP
for the next several years. Development spending was curtailed to 3 per
cent of the GOP' resulting in infrastructure bottlenecks and neglect of
the social sectors. The large fiscal deficits did not translate immediately
into instability or weakened growth rates bur the accumulared domestic
borrowing to finance these deficits had serious repercussions for public
finances in terms of meeting rising debt service obligations and affecting
macroeconomic stability. As a consequence, Pakistan had to approach the
IMF for assistance in 1988.

Once again rhe performance of the economy revived under a non-
elected military regime and the spurious correlation between military rule

and rapid economic growth did gain currency among the intelligentsia
wary of the elected political leaders and their conduct, behaviour, and
performance.

The opportunity to undo most of the damage wrought by nationalization
was missed by the Zia ul-Haq government (1977-78). Rather than
taking proactive measures to reverse the state-owned and state-dominated
economy, the government maintained the status quo. Although the process
of nationalization was abandoned, the orientation towards the public sector
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did not perceptively diminish. Zia's close aide, General K. M. Arif, the chief
of staff,8 explains the reasoning behind rhis starus quo as follows:

The [Zia Administration] did not restructure the inherited economic order

with a system in which the free market mechanism played a dominant role.

The economic policies in the Zia Administration lacked innovative and

revolutionary vision and basically moved within safe grooves, Four factors

influenced the adoption of the status quo approach in the field of national

economy. These were

• The government's preoccupation with the Bhutto case

• Pakistan's involvemenr in the Afghanistan jihad and its fallout effect on

her national security

• The lack of economic expertise of General Zia and his military colleagues

• And the overly conservative and risk free policies adopted by the Minister

of Finance, G, L Khan, the high priest of economics in the Zia era, whose

advice on economic matters had biblical sanctity for General Zia.

While the economic performance was impressive during this period, it
was nor due ro any fundamenral policy or instirutional reforms. Pakistan
benefired from the output that came on-stream from large public sector
investments made in the 1970s, the mosr significant among them being
rhe Tarbcla Dam rhat added considerably ro irrigarion water availability
and hydel powet capacity rogether wirh rhe establishment of fertili7",rand
cement factories.

Nawaz Sharif, after assuming power in 1990, rook some very bold steps
to liberalize, deregulate. and privatize the economy.') His government
abolished the much misused import-licensing system, deregulared
invesrment controls, liberalized the foreign exchange regime, and privatized
several industrial units and two nationalized commercial bank""marking
rhe beginning of a new economic era. The foresight, courage, and
determination showed by him in sreering and shepherding these extremely
deep-roored reforms have remained unparalleled. These reforms did not
get much traction because his government was dismissed after only twO

years in office. They were not reversed but were not followed rhrough by
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the successot government of Benazir Bhutto. In all fairness, Benazit had
shied away from het fathee's economic policies and her own thinking was
not very different in terms ofliberalizing and detegulating the economy but
she got so preoccupied with her political survival that she did not pay much
attention to pursuing these reforms. The political credit fot the success of
these teforms must have gone to her arch rival Nawaz Sharif and so her
government did not make much effort to implement them. Benazir did not
draw up an alternative economic vision for Pakistan either. Consequently,
in the absence of a clear economic direction, private investment and exports
stagnated or declined throughout the 1990s. Mactoeconomic sustainabiliry
remained a serious problem. The financial sector was dominated by
inefficient state-owned banks and accesSto capital was limited. The policy
environment in relation to rules, taxes, and import tariffs was unstable and
the arbitrary use of statutory tegulatory orders (SROs) affected the level
playing field which investors required to compete on the basis of business
fundamentals rathet than their abiliry to secure special deals.

Economic growth through the 1990s decelerated, showing an average
trend of CDP growth of 4.4 per cent per year. Manufacturing--especially
large scale industry that constitutes almost 80 pet cent of the manufacturing
sectot output and conttibutes 11.7 per cent to CDP, and plays a crucial role
in the economic growth of a country by helping it absotb most of the urban
labout and highet income levels-temained in trouble fot quite a long time.

A conttatian view of the benefits of liberalization is exptessed by Naved
Hamid and Maba Khan, who show that there was some fotm of 'structural
bteak' atound 1990 which advetsely affected and slowed down large scale
manufacturing (LSM) gtowth. They argue: 10

LSMwasclearlythe driverof robustGOP growth in the 1960s, 1980sand
mid-2000s.1nthe 30 yearsprior to 1990,LSM(andGOP) growthaveraged
over 5 per cent per annum throughout. except for six years in the 19705.

But in the 25 yearssince 1990,LSM (andGOP) growthhas averaged5 per
cent per annum for only nine years, mosdy in the 2000s.

The two researchers conclude that the structural break could have
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occurred because of Pakistan's decision to abandon its proactive industrial
policy around 1990 and begin a stop-go process of trade and economic
liberalization at the behest of international financial institutions. They,
however, insist that:

trade liberalisarion policies do not seem to have had much long-term impact

on Pakistan's exports, which, as a percentage ofGDP (after reaching a peak

in ]992) and world exports (after reaching a peak in 1996), have either
declined or stagnated.

They go on to argue that:

It is possible that, in the last 25 years, Pakistan has managed to get the worse

of bach worlds. By abandoning its active industrial policy, if lost the benefits

of an economic focus on the development of the manufacturing sector, while

its lackadaisical attempts at trade liberalization were not enough [0 stan the

process of expon~oriel1ted manufacturing and economic growth.

Industrial policy, in the sense that the government picks winners and
provides them preferential treatment in the form of subsidies below market

rate bank credit, and favourable exchange rate has outlived its utility. In a
rapidly changing environment of production technologies and consumer
tastes, ir is no longer possible to lay the future winners in a globalized
world. Therefore, the views of Naved and Maha should be taken wirh a
pinch of salt.

Indeed, it was not liberalization but frequent changes in the government

throughout the 1990s and the consequent political instability ir created
that played havoc with the economy. Uncertainty and discontinuity of
economic policies, patronage-based economic governance benefiting a small
elite to the exclusion of the majority of the population, and exogenous
shocks that derailed the economy. The investment ratio plummeted, and
persistent flsca1and current aCCountdeficits led to an accumulation oflarge,

unsustainable domestic and external debt tbroughout the decade. The ratio
of debt-servicing vis-a.-vis foreign exchange earnings reached almost a level
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of 40 per cent. The freezing of fOteign currency accounts of residents and

non-tesidents in the aftetmath of the 1998 nuclear tests eroded investor
and business confidence in the economy. Sanctions by leading bilateral
donors dried up the flows of official aid to Pakistan. International capital
was hesitant as the countty's risk profile had risen significantly. The level

of poverty doubled from 18 ro 34 per cent during the decade.
The other contributing factor to Pakistan's lagging performance since

the 1990s was the neglect of the social sectors. Pakistan underperformed

other countries with similar per capita income in just about all of social
indicators: a phenomenon known as the 'social gap'. The discrepancies ate

especially large for women, i.e. a 'gender gap' reinforced the social gap.
These twin gaps stunted the growth rate because no country can hope to
make much progress in a globalized world economy without an educated

and healthy workforce.
The military government that came to power in October 1999 had

set economic recovery as one of its professed objectives. In the face of all
manner of sanction, the new government assembled a team of technocrats

as part of its cabiner and embarked upon a series of structural reforms
during 2000 and 2007. The far-reaching rragedy of 11 September 2001 also
changed the geo-strategic importance of Pakistan significantly. The alliance
of Pakistan with the US and NATO forces in the war against terrorism not
only restored internarional financial aid but accelerared the volume of the
inflows. It was during this period that Pakistan successfully negotiated and
implemented a nine monrhs stand-by and three-year Poverry Reduction
and Growth Program with the IMF in 2000-4. The Paris Club reprofiled
the aDA and non-aDA bilateral debt. The US cancelled $1 billion of

Pakistan's debt ro it. Investment rose ro 24 per cent of the GOP and foreign
direct invesrment (FOIl rouched $5 billion in 2007. The exchange rate
stability, narrowing the differential between inter-bank and open marker
rate, helped in channelling wOtkers remittances through banking channels.
The foreign exchange reserves of the SBP swelled from under $500 million,
equivalent to twO weeks' impott in 1998, ro over $14 billion in 2007-
equivalent to five months' import requirements. As a result of economic
reforms, the boost in investment, external assistance, and debt relief, the
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economy bounced back. According to the SBP Annual Report, II the GOP
growth in the 2002-07 petiod averaged 6.8 per cent annually, surpassing
the long-term average.

Devolution to local governments and empowerment of elected officials
at the district leve! improved the delivery of basic public services. Poverry
was reduced by 10 percentage points. The unemployment rate fell from
8.4 to 6.5 per cent and about 11.8 million new jobs were created in the FY
1999-2008 period. Gross and net enrolment at primary schoolleve! also
recorded some improvement, along with child-immunization and reduction
in the incidence of diarrhoea and infant mortality.

McCartney" analyses the popular argument that Pakistan's suPPOrt for
the US interventions in Afghanistan led to a huge surge in capital inflows
and consequently Pakistan's economy prospered. His analysis negates this
argument and concludes rhat:

the episodeofgrowthbetween2002/3 and 2008/9 wasbetterexplainedbya
stronger (military) government able ro (briefly) mobilize domestic resources,

ensure that they were utilized productively, [and] create institutions that

were able (again briefly) to overcome the conflicts associated with economic

developmem. The general statistical evidence fails to relate capital inflows to

savings and investment and expenditure and imporcs, managing domestic

and external debt, raising public and private corporate profitability. and
boosting public invesrrnenr.

The reforms and improvement in governance over these seven years were
not sustained and some of them were reversed, halted, or modified in the
post-2008 period. Constirutional amendments devolving authority from
the federal and provincial governments and increased allocation from the
divisible taxable pool to the provinces were welcome steps but the local
governments were abolished and access to basic services and the quality of
governance suffered in consequence. The poor law and order situation and
state of internal security resulted in a wait-and-see attitude by prospective
investors. Consequently, economic performance during 2008-13 was
extremely unsatisfactory, as the following macroeconomic indicators show:
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• Average GOP growth under 3 per cent
• Inflarion in double digits
• Fiscal deficits at a record high: > 6 per cent of GOP
• Public debr rises to 60 per cent of GOP
• Private consumption 88.3 per cent in FY II as against 69 per cent
in 2001--{)8

• Investment declined from 19.8 per cent of GOP to 13.7 per cent

This dismal performance occurred when the US economic assistance
disbursements under the Kerry Lugar Bill spiked in 2009-12 to $1 billion
annually.
The 2009 IMF programme aimed at macroeconomic stabilization was

aborted and later resumed in 2013 and completed in 2016. There was huge
expectation that with Nawaz Sharif coming to power, Pakistan would have
a pro-business policy approach with less state interventions and intrusions.

These expectations have not however been borne out in actual practice. The
private sector and businesses apart from traders are not very happy. Cyril
Almeida" describes this change in the apptoach of the post-2013 Nawaz
Sharif government:

2008 through 2011, Pakistan suffered some of it[s] worst years ever. On top

of a declining state were layered economic and security woes that seemed

terminal.

Pakistan itself felt like it was unravelling. But the arrival of the PML.N

in 2013 did create an expectation that business, the private sector, would

get a boost. Maybe a crony capitalism-type of approach, but nevertheless

one that looked at the private sector as the engine of grmvth and where the

heroes would be businessmen, big and small. The opposite though seems (0

have happened. Having established a sort-of macroeconomic stability, the

N-League has embarked on a radical economic realignment: championing

a state-led capitalism of sorts at the expense of the private sector.

The small businesses and traders, the big indusuialists and exporters,

farmers and traditional sectors, all seem to have been cast aside as the

government itself has lodged itself deeper and deeper into the economy.
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Think of every last big economic project inaugurated over the past three

and a half years-everywhere and always it is the government that is the

star, facilitator Of creator,

ECONOMIC REFORMS

The principal rhrust of the reforms undertaken since 1991, albeit hesitantly
and falteringly, was to allow greater freedom to the private sector to

own, produce, distribute, and trade goods and services while gradually
withdrawing the public sector from this ambit. The role of the state in
Pakistan was redefined as a facilitator, enabler, protector, and regulator

rather than directly managing and presiding over the commanding heights
of the economy. Government intervention was justified for the social
protection of the poor, provision of public goods, infrastructure, human
development, and science and technology. Although the state has not
always adhered to the new role assigned to it and has shown dominance in

acmal practice. there seems an implicit and unwritten political consensus
in Pakistan on the boundaries berween the public and private sectors. It is
another thing that the political party in opposition always makes it difficult
for the ruling party to implement these reforms.

Significant efforts were made in unilaterally liberalizing the trade regime.
The maximum tariff rate was reduced to 25 per cent with the average tariff
rare down to just 9 per cent. The number of duty sJabs were reduced to
four. Quantitative import restrictions were eliminated apart from {hose
relating to security, health, public morals, and religious and cuI rural
concerns. The statutory orders that exempted certain industries from
import duties or provided selective concessions to privileged individual
firms were phased out and import duries on 4,000 items were reduced. A

number oflaws were promulgated to bring the trade regime in conformity
with WTO regulations. These include anri-dumping and countervailing
measures and protection of inrellectual property rights. A stable exchange
rate policy helped mainrain predictability and rhe competitiveness of
Pakistani exports.
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Fiscal policy reforms and consolidarion were initiated by raising tax
revenues, reducing expenditures, cutting down subsidies of all kinds, and
containing the losses of public enterprises. Tax reforms were aimed at
widening the tax base, eradicating direct contact between taxpayers and tax
collectors, introducing a value-added tax as the major source of revenue,
simplifYing tax administration, and strengthening the capacity of the
Central Board of Revenue. Although these reforms made some progress,
other elements such as random audit of selected tax returns, under the
universal self-assessment scheme, and automation and reorganization of the
tax machinery did not make much headway.The reversalof the tax reforms
in 2008, poor enforcement, and compliance have kept the tax to GOP
ratio stagnant at around 10 pet cent fot the past six years or so. There is a
huge scope fot widening the tax net that has not been vigotously pursued.
As the losses of public enterprises were one of the sources of fiscal

problems, every government has actively pursued an aggressive privatization
plan. The thrust of this programme was the sale of assets to strategic
investors. The sectors where most progress has been made are oil and
gas, banking. telecommunications, and energy. Foreign investors were
encouraged to panicipate in the privatization process and a large number
of them were successful.The transactions completed in the five-year period
up to 2007 yielded $3 billion. Three large nationalized commercial banks
were privatized. These banks, after privatization, in contrast to the pre-
privatization scenario, are contributing billions to the national exchequer as

corporate raxes and dividends as they have all become profitable. Breaking
up the monopoly, subsequent privatization of Pakistan Telecommunications
Ltd (PTCL) and opening up of the sector to private operators has btought
about a revolution in the ICT sector. The speed with which privatization
was being pursued has slowed down as the previous PPP government was
extremely reluctant to surrender control of the public enterprises which
provided them avenues for patronage. The present government has carried
out some transactions but the key loss-making enterprises, such as the
Pakistan Steel Mills (PSM), Pakistan International Airlines (PIA), etc.
have not been touched and the haemorrhage of public finances has not
been staunched.



76 GOVERNING THE UNGOVERNABLE

Deregulation of oil and gas, telecommunication, media, and the civil

aviation sectors also resulted in significant positive results. Oil and gas
exploration activity was stepped up, and constant discovery and production
from new gas fields operated by private secror companies added new
capaciry ro meet Pakistan'sgrowing energy needs. Power generation capacity
did not, however, keep pace with the rapid demand expansion and reforms
in the transmission and distribution of public utiliry companies did not
make much headway. Diversion of natural gas to CNG at subsidized
rates and new connections ro households on political grounds did create
misallocation of scarce natural gas resource, creating a potential gap between
supply and demand. The reforms in the energy secror did not make much
headway and consequently, Pakistan has been faced with serious energy
shortages crippling production and the export sector coupled with the
perpetuation of the circular debt problem. The Nawaz Sharif government
won the elections on promises of energy reforms but the load-shedding
in summer 2017 showed that the desired results have not been achieved.
The telecommunications sector witnessed a boom because private sector

companies were allowed licenses to operate cellular phones. The number of
mobile phones has reached a figure of over 140 million, or a penetration
rate of almost 70 per cent by 2017. The long-distance international and
local loop monopoly of the PTCL was broken and new licenses, including
those for wireless local loop, were issued. The customers are reaping rich
dividends as the prices of phone calls-local, long distance, international-
are currently only a fraction of those that previously prevailed. Lower
telecommunication costs and increased penetration have had a favourable
impact on the productivity of the economy. Internet penetration and
broadband wireless connections have been growing rapidly since the 3G
and 4G licenses were issued a year ago.
The analysis above indicates that initially, the shift in the economic

paradigm under Bhutto initiated the drift bur this was subsequently
arrested. Economic reforms in many sectors were successfully implemented

in bits and pieces. The momentum has however, been lost for a number
of reasons, primarily relating to poor economic governance. They range
from abrupt changes and reversals, poor enforcement of contracts,
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unwillingness to take tough but unpopular decisions, to rbe government's
poor implementation capacity, and huge failures of coordinarion.

WHY GROWTH ACCELERATION

Whar ptopels gtowth accelerarion in Pakistan is an extremely contentious
question and there is no general consensus. Many believe that it is foreign
aid inflows that cause it. A cool and dispassionate analysis shows that
there are other factors that can explain rbe reasons for these episodes of
acceleration. Since 1960, Pakistan has experienced rbree sustained gtowth
accelerations with per capita real growth rates consistently exceeding 2
per cent a yearl' The first period began in 1961 and lasted 10 years; the
second, in 1977, lasted 12 years; and the third between 2002 and 2007.
In all three cases, growth resulted from an increase both in capital inputs
as well as in productivity.

Importantly, all rbe growth accelerations were preceded by, or coincided
with, a significant increase in the investment ratio. In the early I 960s,
the investment ratio rose from just over 12 per cent of rbe GOP in 1960
to 22.5 per cent in 1964. By 1971, when rbis ten-year period of strong
growth ended, rbe investment ratio had declined again to about 14 per cent
of the GOP. Similarly, the investment ratio rose sharply to 19 per cent of
GOP in the 1977-92 period and stayed around this average. The second
period ended in 1992 with an investment ratio of 20 per cent. Beginning
in 1993, the investment ratio began declining, falling back again to 14 per
cent by 1998.
The growth acceleration of 2002-07 was also accompanied by a similar

increase in the investment ratio from 15.5 per cent ofrbe GOP in 2001-
02 to 23 per cent in 2007-08. Contrary to popular belief rbat official
external aid flows-particularly from the US in the post-I 1 September
200 I period-were responsible for rbe economic turnaround of Pakistan,
careful empirical analysis indicates rbat rbe growth acceleration came largely
from an increase in total factor productivity.

Muslehuddin (2007), in his study of the period 1983/4 to 1987/8 and
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2002/3 ro 2005/G, during which the economy exhibited strong growth,
averaging about 7 per cent, finds that the striking similarities between the
two growth experiences in rhese two periods were driven by an improved
policy framework and a favourable external environment. However, growth

in the latter period differs from that in the 1980s in that growth in the
2000s took place due ro better macroeconomic fundamentals, structural

reforms, institutions and governance, and private sector dynamism.

Table 3.2: Characteristics of Growth Acceleration

Indicator
1983--84 200~3

to 1987-88 to 2005-%
Policy consistency Yes Yes

Favourable external environment Yes Yes

Sound macroeconomic Eimdamemals No Yes
Adequate savings No No

Strong human capital base No No

High productivity Yes No

Structural reforms No Yes

Private sector dynamism No Somewhat

Strong institutions No Somewhat

Good governance No Somewhat

Source: M. Din (2007)

Exports of goods and services in the early 2000s rose from $13.6 billion to
$21.2 billion-an increase of 55 per cent. Workers' remittances through
official channels reached $G.5 billion annually by 2007-08 from less than
$1 billion and foreign direct investment inflows rose fivefold during this
five-year period. Meanwhile, US assistance as a percentage of Pakistan's

total foreign exchange receipts was a paltry 4.5 per cent at its peak and, as
a percentage of total budgetary expenditure, never exceeded over 7-8 per
cent. These facts do not substantiate the widely-held myrh that Pakistan's
sustained high growth betwee(1 2002 and 2007 was made possible by
massive foreign assistance from the US.
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Interestingly, the contriburion of productivity to growrh during this
period is similar or even somewhar higher than rhat in rhe earlier growth
periods. To some extent, this may reflect the growing contribution of
the services sector to growth, which usually requires less investment

than manufacturing. It may also reflect thar following rhe slump of
the late 1990s. rhere was considerable excess capacity in rhe economy
and therefore less need for new investments to generate growth. The
increase in capital utilization translates to higher productivity per unit
of capital and is reflected in the higher-than-average contribution
of productivity to growth. While the turnaround in the economy
post-2000 did put Paltistan on a higher growth path. it is important
to understand this phenomenon in relation to earlier episodes of

growth acceleration.
A World Bank study on the growrh determinants of Pakistan reports

that economic growth increases with improvements in educationt

financial depth. trade openness, and public infrastructure. It decreases
when governments impose excessive burdens on the private sector and do

not execute policies conducive to macroeconomic stability. An increase
in rhe inflation rate, rhe volatility of the output gap. real exchange rate
overvaluationor the probability of a financial crisesall lead to a significant

reduction in economic growth.

GROWTH, POVERTY, AND INEQUALITY

How has growth affectedthe incidence of poverty in Paltistan?The earliest
published data on poverty incidence availablerelatesto 1963/4; therefore,
it is difficult to estimate the proportion of the population rhat was living
below the poverty line at the time of Independence. As rhe provinces
constituting Pakistan were relatively backward in comparison to those
inherited by India and there was a large migration of refugeesfacing dire
economic conditions in the early years of its formation, i[ may be safe to

guess-estimate that 50--60 per cent of the population was living below

conditions of poverty in 1950.
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Although poverty declined from 40 per cem in 1963/64 to 17 per
cem in 1987/8, it rose in both the 1960s and 1990s. In the decade of the
2000s there is once again a movement towards reduction in the incidence
of poverty. Chart 3.1 shows the declining trend of poverty between 2001
and 2014 as estimated by the Planning Commission The percemage of
people living below the poverty line decreased by around 25 poims; from
a high of34.6 per cem in 2001-02 to 9.3 per cem in 2013-14. In 2001,
some 14 per cem of the population had a real per capita expenditure
level of Rs 550 per person. By 2014, this was down to jUst 2 per cem.
When poverty declines, it usually goes hand in hand with other gains in
household welfare.

Graph 3.1: Trend in Poverty 2001-14
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Pakistan saw substantial gains in a number of areas. There was a substantial
increase in the ownership of relatively expensive assets like motorcycles and
refrigerators among the poorest 20 per cent. Housing quality improved.
Homes with some type of latrine (pit or flush connected ro a drain)
increased considerably, as did school enrolmenr rates, particularly among
girls, during the period of rhe sharpest poverty decline, from 2001-02
to 2007-08. According to rhe World Bank," 18 per cem of the poorest
households in Pakistan now own moton.:ycles. in comparison to just 2 per

cem 15 years ago; the number of households without any type of toilet has
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been cut in half-from close to 60 pet cent to about 30 per cent among
the poorest; and even the least advantaged families in Pakistan have moved
towards a more diverse diet, with a greater consumption of dairy products,
meat, fruit, and vegetables. This has also brought the rural diet into much
closer alignment with rhat in the urban areas. In fact, rural inequality has
actually fallen, while urban inequality has continued to rise. According to
Reza Ali,16using a broader definition, Pakistan is now almost completely

urban or urbanizing.
The most recent survey carried out in 2011/12, based on the basis of

caloric requirements indicates that this proportion of the poor has halved
to 9 per cent and that the measure of caloric intake to assess poverty is
therefore no longer relevant. The cost of basic needs (CBN) poverty line
has now officially replaced the old food energy intake (FE!) method.
Chart 3.2, derived from the Planning Commission estimates,17shows that
the direction is the same for both the old and new methods of estimating
poverty, i.e. a declining trend. Under the new CBN poverty line, 29.5 per
cent of the population in 2013/14 was living below the poverty line in
comparison to 9.3 per cent computed by FEI method, i.e. under the old

poverty line.

Graph 3.2: Trends in Poverty Incidence (old and new poverty lines)
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Akbar Zaidi'8 explains rhe facrors underlying rhe global fall in poverty,
which includes Pakisran. These include social and economic inrervenrions

in the form of targeted transfers and programmes, the rise in overall
incomes, social and physical infrasrrucrure, and developmenr. In Pakistan's
case, while a number of factors have played a key role in the fall in poverty,
remittances have been singled out as the most significant.

The evidence regarding income distribution is not as clear cut as it is for
poverty. The larest UNDP Human Development Report shows the value of
the Gini coefficienr to be 30.7, which is not very differenr from the past

values that have hovered around 29. However, the ratio of incomes earned
by the top 20 per cenr to the poorest 20 per cenr worsened, which shows
that income distribution has clearly become less equal over the past rhree
decades. In other words, the rich have become richer, and the gap berween

them and the resr of rhe population has increased. The 'middle class' has

expanded over the past three decades, rhe income and asset differences
between the richer 40 per cenr of rhe population have grown at a faster
pace than those in the lower 60 per cent.

It is not merely income inequality which has worsened, but this has been
tcue also of regional inequalities in Pakistan, notwithstanding measures
taken, such as greater provincial autonomy and resources. While the more
urbanized Punjab and Khyber Pakhtunkhwa arc far more prosperous

than rural Sindh, south Punjab, and Balochistan, a surprising finding is
that the inequality levels in Punjab and Sindh arc much higher than KP
and Balochistan.

The only positive finding over the past three decades, and one that
should be much celebrated, is that the gender gap berween women and

men, while still unacceptable, has narrowed significantly. Norwithstanding
the general perception of girls not going to school, the data for the last
decade shows a huge change, and this is far grearer than it is for boys. While
boys outnumber girls in school, the latter arc fast catching up.

While poverty levels may have declined, the social indicators have
not kept pace with income growth. Pakistan ranks 134 on the Human

Development Index among a group of 177 countries and the value of the
index is 0.539, only slightly above the low human developmenr index cut-
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off point. Almost half the population is iIlitetate and only one-thitd of the
female population is litetate. Ovet half the population does not have access
to decent health facilities. The infant mortality tate of 80 pet thousand is
still very high. The health status of women and children is particulatly low.
Female labour force participation rates are the lowest among Soutb Asian
countries. The ptOgtesshas clearly falteted in comparison to countties with
similar per capita incomes and growth rates. An above average growth in

GDP and pet capita incomes was achievedwith below avetage imptOvement
in human development indicatots. The picture of the long-term trends of
economic growth, poverty, and inequality for Pakistan is very ambiguous,
as income inequality has alternately declined and increased during periods
of low and high gtOwth. There is, however, a consistent pattern which
shows that income inequality does increase when the growth rates are
low. Rural-urban income disparities have also risen during the 2000s, a
period of high gtOwth. In the early 1990s there was a difference of eight
percentage points in the poverry level between urban and rural areas, and
this had widened to 13 percentage points by 2004/5. Notwithstanding
the remarkable reduction in povetty of almost 10 percentage points in
a relatively short period of time, there has been an increase in income
inequality as well as urban-rural disparities.

A question that remains unsettled is the relationship between gtOwth
and income inequality. While the evidence is overwhelming that rapid
growth does alleviate poverty, it is not very clear whether Of not inequality
is also reduced. There are sceptics who do not subscribe to this point of
view. Faisal BariI<) argues:

A lot of debate, especially from status quo supporters, has been around the

fact that it is growth that will evemually address our concerns of inequality

and poverty. They argue that ifwe move to eight per cent to 10 p[er] c[ent]

growth per year, poverty will go down. This is the argument that as the size

of the pie increases, all will benefit. The other popular analogy is that rising

water will raise all boats.

I do not find the argument convincing. Historically, we have seen that

while poverty has been going down, even in times of mid-level growth,
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inequality has been increasing whether growth has been high or low. As we

follow the growth agenda, we open up opportunities for all bue the ability

[Q benefit from these opportunities is not equally distributed. And there is

no reason to think that even over time those who are behind today will ca[Ch

up. They can fall behind even further.

Education not only helps mitigate income inequality and promote social

mobility but is a critical determinant of sustained economic growth and
therefore deserves attention. Pakistan suffers from a serious deficiency
of human, technical, and managetial manpower. The quality of highet
education has detetiorated and graduates produced by our universities do

not measure up to acceptable international standards. Those who excel in
their fields have been migrating abroad for the past two decades or so. This
migration has created a large reservoir of trained and experienced Pakistani

expatriates overseas. Some of these expatriate Pakistanis are willing to return
(Q Pakistan and provide the expertise that is wanting. However, those
working in institutions where expertise is urgently required (particularly in
the public sector) oppose their induction as they feel that this will side-line

them. The popular media also unwitringly protects the interests of these
less qualified insiders by highlighting differences in the salaries and perks
offered to incoming experts without realizing their professional worth.
In consequence, these overseas Pakistani experts either refuse to join or

leave after a short while. It is paradoxical that a countty which is short on
highly skilled professionals, cannot attract those who are willing to supply

these skills.

PAKISTAN'S RISING MIDDLE CLASS

Pakistan has a youthful population with 60 per cent falling in the age

groups below 30. This youth bulge can become a boon for the economy
given correct policies and well-organized institutions. particularly those
engaged in education and skill formation. If this group can be transformed
into a productive workforce for both the countty and for labour deficient
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countries the prospects should be promising. Pakistan's track record of
a sharp reduction in poverty in 2001-16 has had the natural effect of a
rising middle class. Household income, consumption surveys, and living
standards measurement studies indicate a major discrepancy in national
income accounts, which may arise due to the large size of the informal
economy. Ali Kemal and Ahmed Waqar Qasimi of Pakistan Institure
of Development Economics (PIDE),20 using a combination of PSLM
consumption data and mis-invoicing of exports and imports concluded
that Pakistan's 'informal economy was 91 per cent of the formal economy
in 2007-08'. Mshan Subohi21 sums up this upsurge of consumption in
an article:

Multiple surveys confirm that consumers' concerns and spending patterns

are changing. drifting slowly towards those of their counterparts in developed
COUntries.

More than anything. it is the growing consumer demand that is driving

business activity, both local manufaccucing and the influx of goods from

other coum-ries through formal and informal channels. Most fast-moving

consumer goods providers and companies dealing in textiles and garments,

mobiles. cars, home appliances. cosmetics, etc. are not only doing well, but

expanding. It explains the strong presence of major global players like Lever

Brothers, P&G, Toyota, Suzuki, etc. in [he local marker.

According to a recent Nielsen Consumer Confidence Index, Pakistan

scored 104 points against the global average of98 poims, with Mrica and

the Middle East region trailing at 89 points.

Several consumer behaviour surveys, conducted across the country by

differem outfits including banks, marketing research firms, and business

houses, have reached broadly similar results. More credible ones, with greater

circulation, are produced by the State Bank. 22

Prof. ]awaid Ghani" has used the PSLM data and estimared that on the
basis of $4-10 per day per person, Pakistan's middle class formed 42 per
cent of the total population during 2013-14, rising from 33 per cem in
200 I. The data he compiled on the consumet durables owned by the



86 GOVERNING THE UNGOVERI'ABLE

households point it in the same ditection. However, the official data on
large scale manufacturing does not substantiate this trend. The reason for
this disconnect between the LSM data included in the national accounts

and the actual consumption and sales data is provided by the State Bank

of Pakistan in its annual report of2014.

In terms of U;M growth, a number of secrocs that are showing strong

performance (for example, fast moving consumer goods (FMCG)

senor; plastic products; buses and trucks; and even textiles), are either

underreponed, or not even covered. The omission of such important sectors

from official data coverage, probably explains the apparent disconnect

herwccn overall economic activity in the country and the hard numbers

inLSM.

Homi Kharas," in his study of the global middle class, has estimated that
52 million Pakistanis or 27 per cent of the population in 2015 would meet

the global cut-off point of the 'middle class.
Earlier work done by Durre Nayab of PI DE" shows that the size of the

middle class in 2007/8, usinga weighted composite index, was 61 million or
34.6 per cent of the population. She prefers to use the definition 'Expanded
Middle Class out of the three alternative definitions ptesented in Table 3.3.

If she goes by a stricter definition, the numbet declines by almost half to
32.5 million or 18.8 per cent of the population. The expanded definition
deals with the problem that those in this class ate altogether free from the
risk of experiencing poverty. The approach of a weighted composite index
is attractive in comparison to a single-dimensional income or consumption
measure, as it includes several components such as education, housing,
lifestyle, and occupation besides income. These sub-indices, comprising
the composite index, were then weighted through the principal component
analysis (PCA) method and their scores were added up to arrive at the total
score for households. The households were then categorized into seven
classes based on (heir (otal scores on the index. The results of (his exercise

arc set out in the table below.
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Table 3.3: Size of the Middle Class in Pakistan Using a Weigbted

Composite Index

87

PmpoltioD
Numbenoldie

I"'P"Iatioo;
in

millions
( .-.t)

Total Udlu Raral Total Udlu Rwal
Sttict Middle Class 18.8 32.9 8.6 32.5 22.6 9.8

Expanded Middle Class 34.6 53.7 20.9 61.0 38.5 22.4

Broadest Middle Class 35.0 54.6 21.0 61.6 39.1 22.4

Source: Calculated by Durre Nayab from PSLM, 2007-8

To sum up, the size of the middle class vaties a gteat deal but the thtee
carefully conducted studies indicate that the range would be between 27
to 42 per cent. Outre Nayab's estimate is based on a multidimensional
measure, indicative that a figure of abo lit 35 per cent may be the most

realistic. Keeping this as the constant, thus assuming that there has been no
further expansion in the proportion entering the middle class and applying
these to the present population (approximately 200 million), I estimate
that the size of the Expanded Middle Class in Pakistan in 2017 would be
69 million. Taking the 'stricter' definition, the numbers would be about

38 million. The estimate of 69 million appears to be more consistent
with the rate of increase observed in the demand for cars, apartments.
consumer durables, motorcycles, fast-moving consumer goods, area under
shopping malls, domestic and international rravel, and restaurants and
eating places.

International trends in the expansion of the middle class are moving
in the same direction as observed in Pakistan and so the country is not
experiencing anything that is Out of the ordinary. According to Homi
Kharas" of Brookings, who has been studying the global middle class:

By 1975, 150 years after starting its growth phase, the middle class had
reached 1 billion people. By 2006, another 1 billion had joined the middle
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class, and now less than a decade later, we are at 3 billion. The middle

classcould surpass4 billion by 2021, making it a majority of tbe world's
population.

If these global and past historical trends of Pakistan continue to persist into
the future, by 2030, according to Kharas's calculations, 65 per cent of the
population would consist of the middle class, over twice the size of the 27
per cent in 2015. The following table, based on Kharas's work, provides
the future projecrions of Pakistan's middle class. It assumes that by 2020,
the average per capita income in 2011, constant PPP dollars, would be $5,
583-an increase of 18 per cent over five yeats.
A daily income of somewhere around $10 per person, or the equivalent

of $ I0,000 a year for the family of rhree, can be applied as a rough proxy
for middle class status.
A large middle class increases the demand for domestic goods and

services, and helps fund consumption-led growth. Middle class parents
have the resources to invest in their childten's education, building human
capital for the country as a whole. They are able to take reasonable business
risks, becoming investors as well as consumers and workers. In all these

ways, the emetgence of a middle class drives economic growth.
Having a large middle class is also critical to fostering good governance.

Middle class citizens want the stabiliry and predictabiliry that comes from
a political system that promotes fair competition, in which the very rich
cannot rely on insider privileges to accumulate unearned wealth. Middle
class people are less vulnerable than the poor to pressure to pay into
patronage networks and are more likely to support a government that
protects private property and encourages private enterprise. When the
middle class reaches a certain size, of perhaps 30 per cent of the popularion,
its members can start to identify with one another and use their collective
power to demand rhat the state spend their taxes to finance public services,
security, and other critical goods. Finally, membets of a prospeting middle
class are unlikely to be drawn into the kinds of ethnic and religious rivalries
thar spur political instabiliry.
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Table 3.4: Pakistan Headcount and Consumption
(constant 2011 PPP $ billion)
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Middle class

Total Pakistan

Middle class
percemage of total

".'i~~;~f1__ ~".."
52 333 82 536 158 1,146

189 683 208 894 245 1,435

27 49 39 60 65 80

GOP per capita 4,706 5,583 7,623
Source: Homi Kharas, February 2017

It must, howevet, be recognized asTable 3.4 clearly shows that the middle
class in Pakistan is a purely urban phenomenon, and the rapid utbanization
and the rising tatio of population living in the cities lends support to this
finding. Thetefote, only if the migration out of the rural ateas continues
to exceed the national population gtowth tate would urbanization take
hold. If that happens, the tapid growth of an educated, utban middle class
linked with the rest of the world through Intetnet, social media, and the
electronic media would have strong implications for institutional reform
and improved govetnance in Pakistan. Free from the shackles of kinship,
biradari, feudallandlotds, ttibal chiefs, and satdars, the utban middle class
would demand petformance from their elected leadets as they ate known
to be intoletant of inefficiencies and ineptitude in the delivery of public
services. They are the potential dtivers of change.

SUMMATION

Pakistan has made much progress in comparison to its inheritance in
1947. It made a very promising beginning and overtook most East Asian
countries in growth and exports, and was in perfotmance one of the top ten
developing countries in 1950-90. It wasway ahead of India and Bangladesh
in terms of most of the economic and social indicatots. Since then, the
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economy has seen a downward slope and is lagging behind not only the
East Asian countries, which have made great strides, but even in relation
to its two neighbours in South A.sia. There are many reasons, which we

have discussed, which can explain the reasons for this decline but it was
the paradigm shift in the economic model adopted in the 1970s, and rhe
politics of parronage, which led to the decay of the institutions of economic
governance combined with chronic political instability associated with

policy discontinuity and uncertainty that emerge as the most dominant. 1
tend to agree with Bardhan (1984):27 'In the context of economic growth it

is rather the capacity of the system to isolate economic management from
political processes of distributive demands, rent seeking and patronage,

disbursement that makes the crucial difference.'
As the chapter on 'Society' will illustrare, increasing ethno-linguistic

fragmentation has dampened the mobility of beneficial factors, retarded
economic and social progress, and pushed us in the direction towards which
Mrica has been set for quite a long time. Easterly and Levine (1997)" find

an adverse impact of erhno-linguistic fragmentation on income, growth,
and economic policies in Sub-Saharan Mrica. Easterly (200Ic)" finds that
the effect on growth of ethnic conflict in the original growth regression

disappear if institutions are of significantly high quality.
Notwithstanding this setback in terms of growth achievement, there

is a surprising ourcome, i.e. poverty has been reduced since 200 I and
consequently, there has been an expansion in the size of the middle class.
Looking to the furure, the challenges for the Pakistani economy in the
twenty-first century are likely to be more onerous: disruptive technologies,
a knowledge economy. a retreat from globalization, and anti-immigration
policies in the Wesr. The youth bulge, if properly equipped with the skills
required by the knowledge economy and the rising middle class, educated
and urbanized, and able to adapt to new realities, can help in accelerating
the impulses of broad-based economic growth and social development.
The China-Pakistan Economic Corridor (CPEC) provides an alternate

course for overcoming energy shortages, developing hackward areas,
and promoting regional and global integration This agenda needs to be

relenrlessly and diligently pursued.
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ANNEX TABLE I
Sectoral Shares in GOP (fc)

1950 1969- 1989- 2001- 2007- 2015-
70 90 02 08 16

Commodity sector 62.8 61.6 51.4 47.9 47.0 40.8

Agriculture 53.2 38.9 25.8 24.1 20.9 20.9

Major crops 27.6 23.4 12.3 8.0 7.1 5.3

Minor crops 6.6 4.2 4.5 3.1 2.4 2.9

Livestock 18.3 10.6 7.7 12.0 10.9 11.8

INDUSTRY 9.6 22.7 25.6 23.7 22.1 21.0

Mining 0.2 0.5 0.5 2.4 2.6 2.9

Manufacturing 7.8 16.0 17.6 15.9 18.9 13.3

LSM 2.2 12.5 12.7 10.4 13.3 10.6

SSM 5.5 3.5 3.3 5.6 4.4 1.7

Construcdon 1.4 4.2 3.3 2.4 2.7 2.4

Electricity, Gas 0.2 2.0 3.3 3.0 1.7 1.7

SERVICES 37.2 38.4 48.6 52.1 53.0 58.4

Transpon and 5.0 6.3 9.5 11.4 10.0 13.4
Communication

Trade 11.9 13.8 16.5 17.8 17.1 18.3

Finance 0.4 1.8 2.2 3.5 6.5 3.1

Dwellings 5.1 3.4 5.4 3.2 2.6 6.7

Public Adminisua- 7.0 6.4 7.1 6.4 6.5 7.4
tion and Defence

Other Services 7.7 6.7 7.6 9.8 10.4 9.9

Source for 2015-2016 data: Pakistan Bureau of Statistics at constant basic prices. <http://

www.pbs.gov.pklsites!default!files!!tables!Table-7.pdf>
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ANNEX TABLE II
KEY ECONOMIC AND SOCIAL INDICATORS 1947-2015

1947 1970 1990 2001 lOIS
Popylation

In million 33.0 58.1 107.6 142.8 191.7
GDP (current m.p.) Rs. Billion 58.0 62.9 1115.7 4528.0 27493.1
GOP (billion 2010 U5$) 3.8 27.5 79.9 119.9 217.7

""""'"'
Per Capita Income (Constant

1638.0 24405.0 38295.3 43777.7 59439.81\;.) (2005-D6= 100)

Per Capita Income (Current
85.0 172.6 371.8 511.8 1429.0U5$)

Pcr Capita Income (Current Rs.) 405.0 821.0 7954.0 29797.0 144945.0
ProduClion Index (2004-

29.9 62.1 85.7 110.506=100)

Fiber Production Index 100.0 185.0 204.0 254.6 324.3
Water Availability (MAF) 55.0 75.5 117.1 97.0 102.5
Agriculture

'Wheat Production (m. tons) 3.3 7.3 14.4 19.2 25.3
Rice Production (m. tons) 0.7 2.2 3.3 3.9 6.9
Cotton Production (m. bales) 1.1 3.2 8.6 10.6 10.1
Fertilizer per ha. Crop (kg) 0.0 23.0 91.0 134.0 189.0
Manufacturing Production Index

100.0 I 1.1 36.5 55.8 118.8(2010=100)

Steel Production (000 tons) 0.0 180.0 NA 3453.2 2352.9
Cemc=nt Production (000 tons) 292.0 2656.0 7488.0 9672.0 23428.0
!ndwlry
Chemical Production (000 tons) 0.0 134.1 332.7 446.8 542.5
Sugar Production (000 tons) 10.0 610.0 1857.0 2956.0 4812.0
Vcg. Ghee Production (000 tons) 2.0 126.0 683.0 835.0 873.0
CIO[h Production (000 Sq.

29581.0 606500.0 294800.0 490200.0 1046500.0metcr)

Petroleum Products (000 tons) 8337.0 8300.0
Motor cars production (000) 25.7 39.6 106.1
Motor cycles productionCOOO) 92.8 117.9 1289.5



THE ECONOMY 93

fi.;~':\'::f;:,'~_ .hirr.~<.'p~,_,;,~.-}«(\;;"l~}};-2\~il",,''f,:'',., '., ." .,~ _ ",.'," ..::,.;~." ,~ .~.:;-!
Urea Fertilizer (million tons) 206.3 2108.5 4005.1 3806.0

Commercial Energy Production 6380.0 37180.0 681\7.0 71712.0
(GW/h)

InfTastnlCJure

Per Capit:l Electricity production 6.0 109.8 345.5 477.\ 374.1
(Gwh)

Road Length (km) 22238.0 31673.0 162345.0 249972.0 263942.0

Area under Canal Irrigation(mill.
7.9 9.3 7.7 7.0 6.0

hal

Gas billion cu. Metc=rs 0.0 2.9 443.3 768.1 879.2

Road Vehicles (000 Nos) \.0 19\.9 1989.4 4471.0 \3881.1

Consumption

Phone Connections (000 Nos) 0.4 2.5 922.5 3340.0 5098.0

TV Sets per 1,000 Persons 0.0 92.4 1575.1 3432.0 N.A.

Primary Enrolment Rate (000) 5.0 39\0.0 10400.0 14105.0 19935.0

Population per Doctor 23897.0 15256.0 2082.0 15\6.0 1073.0

Population per Nurse 369318.0 1314\.0 6349.3 3567.3 2123.6
(population to reg'dnurse)

Literacy rate, adult female (% of 14.8 29.0 43.0
females ages 15 and above)

Literacy rate, adult male (% of 35.3 55.2 69.8
males ages 15 and above)

Literacy Rate I \.0 20.0 51.0 60.0

Social indicators

Infant Mortality Rate N.A. \41.1 106.1 86.0 65.8

Total Fertility Rate N.A. 6.6 6.0 4.4 3.6

Population with Access to Safe N.A. 25.0 86.3 88.7 9\.4
Water

Mortality rate, under~5(per N.A. 188.8 138.6 109.8 81.1
1.000 live births)

Poverty headcount ratio
(Population living below 59.0 28.5 8.3

$\.90Iday)

Share of pooreS[ 20% in income 8.1 9.4 9.6

Life Expectancy 52.9 60.\ 63.0 66.2
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The Polity

Empirical evidence about Pakistan's several experiments with strong

military-led governments suggests that economic progress, devoid of
poliricallegirimacy-however impressive-may prove ro be elusive

and rransient, and leave no lasting foorprints. Similarly, rhose wishing for

the installarion of a politically neutral, technocratic government of expertS
underwtitten by the army to be installed to bring about the necessary
reforms, clean up the political stables, and weed out corruption are also
sadly mistaken. Bangladesh attempred this for two years in 2009 bur failed
to accomplish these goals. In rhe twenry-first cenrury, with such an active
and powerful social media mobilizing public opinion, a free press, a vigilant

civil society, and independent judiciary, ir is barely conceivable that any
non-representative group. however well-meaning and competent, could
achieve rhe intended goals. Political parties would all coalesce and organize
their supporters to resist such a government. Rather than the expected
economic turnaround, there would be more chaos and disruptions in
economic activity. Once such a governmental imposition has also failed,
no other option is feasible but the restorarion of democracy and a re-run of

the general elecrions. In the interim, the country and its people would have
faced needless hardships while gaining nothing in return and the economy
would have suffered enormous dislocarions and reversals because of the

existing political uncertainty.
The economy and economic players require a stable political

environment. It is not realized that economic policy decisions are not

purely technocratic solutions but affect various segments of the population
differentially. There are bound to be winners and losers from these
decisions. In a democratic society, there are fora such as the parliament

96
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and provincial assemblies, which discuss and debate the implications of
particular policies for various secrions of the population and areas of the
country. Conflicts are resolved through compromise and conciliation. In
an authotitarian government a single individual is the final arbitet. His
decision may be faulty but there is no tecoUtse available for its reversal.
That is why even very sound policies initiated by military governments
which had an impact wete unable to weather the test of time aftet theit
depatture. Recent examples of the complete dismantling of the local
government system in all the foUt ptovinces, the supersession of the Police
Order, the reversal of the HR reforms introduced in the Federal Board of
Revenue (FBR), the hiatus in the privatizarion of public enterprises, and
the suspension of rhe order of conversion of B districrs which were planned
to be covered by the police rather than Levies in Balochistan are illustrative
of this. Those who were adversely affected by these policies became quite
active and vocal, thereby persuading the newly elecred governments thar
rheir popularity would rise if these wrongs perpetrated by an authoritarian
leader were reversed. Grandstanding by political leaders to paint military
dictators in bad light after their exit adds fuel to the fire by accentuating
uncertainty about the direction of economic policies.
Ir can, therefore, be inferred from past experience that without

the involvement and participation of the people and their genuine
representatives, elegant and technically sound solutions introduced by
authoritarian regimes are soon reversed when the form of government
changes. Policies-however sound they may appear-are reversed, causing
irreparable loss to business confidence. The country pays a heavy price for
severe economic disruptions. breakdown of civilian institutions, and a lack
of accountability. The other problem with the non-elected governments
is that they are not accountable to anyone. When the chief of army staff
assumes control of government, all his subordinates fall in line and follow
his orders as they are trained and required to do. Dissent, differences
of opinion. and/or open disagreements at decision-making forums are
rare. The next tier of officers look upon the chief for their promotions,
postings, and perks, and it is not in their interest to raise any questions or
express scepticism. The data and information the new ruler relies upon for
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the decisions slhe makes is also based upon inputs from the Intelligence
agencies and lower formations of rhe army. 'Group-think' thus encompasses

the entire system and an objective assessment and evaluation of the impact
of policies made becomes quite complex.

This widens the gap between the 'perceived reality' as viewed by
authoritarian regimes and the 'actual reality' as felt by the population at

large. The population, however, feels helpless and hapless because they have
no orderly and permissible means of expressing their views or removing
the ruler, except through mass protest movements which are themselves

inimical to economic order. To the extent that a dictator is benevolent or
honest, the damage remains limited. However, if there is a malevolent or
corrupt dictator in power, there is no clear exit strategy. However intense
the disenchantment or disaffection with his policies may be, there is no
lcgitimate manner in which he can be removed. Gamal Abdel Nasser,

Achmad Sukarno, Ibrahim Babangida, and MobutD Sese Seko were all
forced out of office by their own juniors because the latrer believed they
had overstayed their welcome.

Notwithstanding all its weaknesses and shortcomings, an orderly
transition of power ar regular intervals through a predictable democratic
process is the least damaging means of keeping an economy moving on an
even keel. What is the link between political stability and economic growrh?
Political stability promotes transparency, the rule oflaw, and predictability
of economic policies, thus generating confidence among investors that
they can profitably conduct their business in a predictable environment.
Efficiency in the allocation of resources and higher capital investment in a
stable political environment increases the rate of economic growth. When

the political situation becomes volatile and unpredictable. investors adopt
a cautious wait-and-watch attitude and are hesitant to invest.

The Indian economy was not faring well during the last few years of
Manmohan Singh's tenure although he wa.' an accomplished economist
and reformer. The electorate voted him out of power and brought in

Narendra Modi, who had built a strong record of performance in Gujarat.
The market sentiment took a turn for the better almost immediately after
his election and the Indian economy began growing rapidly. The people of
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India had evidently exercised their choice wiselyat the time of the elections
and effected the change. That would not have been possible had India had
a dictator who believed in his own indispensability. As a counter-argument
to a democratic form of government, many analysts refer to China to
substantiate their view regarding the superiority of an authoritarian regime
as a catalyst for rapid economic growth. Here, it is conveniently forgotten
that the system of governance in China-i.e. the transition from one set
of leaders to another-is well known and well understood. The timing
of transition is not shrouded in secrecy and although the right of adult
franchise does not exist, there is limited franchise exercised by the National
People's Congress.
The question that then arisesis that if democratically elected governments

happen to be the only worthwhile option, how do we break the vicious
cycle of political instability, economic stagnation, high unemployment,
collapse in demand, low investment, and dissatisfaction with the existing
political leadership, and strengthen democratic governance in Pakistan?

In this context it is relevant to trace the evolution of the political parties
in Pakistan since Independence, review their present standing and status,
identifY their weaknesses and shortcomings, and propose reforms that can
strengthen the process of democratic governance over time. I begin by
critically analysing Pakistan's Muslim League, which was the party that
initiated the movement for a separate homeland for Indian Muslims and,
under the leadership ofQuaid-i-Azam Mohammad Ali Jinnah, successfully
accomplished their mission of creating Pakistan.
Anwar Syed, one of the early scholars of politics in Pakistan, does not

sketch a very pretry picture of political parties in Pakistan. Although there
have been many changes over the past seven decades, the formative nature
of the parties does create a path dependency and some of the characteristics
have remained unchanged. According to him:

Pakistan's political parties are dominated by a feudalistic ethos that pervades

politicians; this ethos resuhs in shifting loyalties, intolerance of rivals,

expectation of subservience from lower orders, a propensity for violence,

disregard of the law, lack of commitment [Q public interest and consequem
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readiness to both corrupt and be corrupted, and subservience [Q the greater

centres of power. 1

Nothing much has changed since then as is evidenced by the 2016

PILDAT nationwide survey of public opinion, which places Pakistan's

political panies second from the bottom, with an approval rating of

35 per cent.2

PAKISTAN MUSLIM LEAGUE

The partition of India into two states was spearheaded by the All India
Muslim League (AIML) which, on the basis of its overwhelming victory
in the 1945/6 elections, became the principal protagonist of a separate
Muslim stare-Pakistan. AIML was a centrist parry and irs manifesto
promised modern nationalism and 'Modernist Islam'. The Pakistan Muslim

League (PML), the successor to AIML came into being in 1947 after the
latter succeeded in getting India divided into two countries and creating
a new state, Pakistan as homeland for the Muslims of India. The leader of
the AIML, M. A. Jinnah, became rhe governor general of Pakistan, and

party affairs were given over to the general secretary. Liaquat Ali Khan,
who also assumed the office of the first prime minister of Pakistan. The
first convention of the PML was held in February 1948 where a chief

organizer was appointed to mould the parry and organize the election of
its office-bearers. The chief organizer, Ch. Khaliquzzaman, a refugee leader
from Uttar Pradesh, was elected the first president of the PML in April
1949. That marked the beginning of the continuing turmoil and frequent
divisions of the PML over the following seven decades. Liaquat Ali Khan

did not like the separation of the offices of the prime ministet and the
president of the party, and in this he was supported by the chief ministers
of the provinces who also wanted to head the party. This led to an internal
struggle within the party and Liaquat Ali Khan succeeded in capturing
the office of the president of the PML, The chief ministers became the

presidents of the respective provincial branches of the parry.
The first fissure appeared in 1949 when a prominent leader of the PML
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in East Pakistan, Huseyn Shaheed Suhtawardy, decided to quit the party
and form a new one, the All Pakistan Awami Muslim League (APAML),
which aftet sevetalmutations became the Awami League.This party formed
an alliance with a former PML supporter of East Pakistan, Abul Kasem
Fazlul Haq, and theit United Front (UF) trounced the PML by captuting
228 of the 238 seats in the fitst ditect elections evet held fot the provincial
assembly of East Pakistan in 1954 on the basis of adult franchise. This
superior performance and the subsequent ascendancy of the Awami League
virtually annihilated the PML from the political landscape of East Pakistan.
It was the same Awami League that continued to tepresent the intetests
of East Pakistan vocally and aggressively under the leadership of Sheikh
Mujibur Rahman and won the 1970 general elections with a vast majority.
Having been denied the righr to form the government as the majority party
leader, Mujib and the Awami League led the sttuggle for the separation of
East Pakistan from West Pakistan, which culminated in the break-up of
Pakistan in 1971.

In Punjab, Nawab Mamdot, the fitst chief ministet of Punjab, was
removed for disobedience of the party and defYing the PM's insttuctions.
He resigned from the PML and, along with his supporters, gave birth to the
Jinnah Muslim League OML) in 1949. Suhtawardy and Mamdot merged
their two parties to form the Jinnah Awami Muslim League OAML) but
this union did not last long, and in 1953 the word 'Muslim' was removed
and the party became Jinnah Awami League OAL). Mamdot quit the
JAL and rejoined the PML. Another splinter group in Punjab led by
Mian Iftikharuddin, a provincial ministet, transfotmed itself into a new
left-leaning pany, the Azad Pakistan Party (APP), in 1949. This party
was unable to mobilize much support and eventually metged wirh rhe
National Awami Party (NAP) in 1957. These party defections, however,
did not inflict much damage on the popularity of PML, as in rhe fitsr ditect
elections to the Punjab Provincial Assembly held in 1951, the party swept
into power, winning 140 of the 191 seats. The Jinnah Awami Muslim
League was able to garner only 32 seats and the APP 1 seat.

In Sindh. an attempt to break away from the PML and form a new
regional party, the Sindh Muslim League, was made by Ayub Khuhro, the
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first elected chief minister ofSindh. k a consequence of serious infighting
within the Sindh Provincial Muslim League, Khuhro was removed from the
post. In protest he formed his own party. In the 1953 elections to the Sindh
provincial assembly, the PML was able to capture 76 out of a total of III
seats, thereby forming the government, while the SML did poorly, winning
only 7 seats. The SML folded up in 1954 with its members returning to
rejoin the PML. After the four provinces were all unified into one unit, i.e.
West Pakistan, General Iskandar Mirza played a vital role in the shaping of
the Republican Party when a large number of Muslim Leaguers decided to
cross the floor in return for lucrative government positions. The Republican

Party remained in power until 1958, when it was dissolved under the
martial law regulation banning all political parties. After the promulgation
of martial law in 1958 and until the new constitution was framed in 1962,
all political activities remained suspended.

When Ayub Khan decided to contest the presidential elections under the
new constitution, he needed the support of a political party to back him up
and organize the election campaign. He, therefore, convened a meeting of
the Muslim Leaguers and the Republican Party and announced the revival
of the Pakistan Muslim League. The new party, patronized by Ayub, was
called Convention Muslim League as several leaders of the PML-such as
Khan Qayyum Khan, former Chief Minister of the North.Western Frontier
Province (NWFP), and Mian Mumtaz Daultana, former Chief Minister
of Punjab--did not agree with Ayub's proposal and formed their own
faction which was called the Council Muslim League. The Council Muslim
League supported Mohtarma Farima ]innah, the sister of the founder
of Pakistan, in her bid to become the president of Pakistan through the
indirecr elections in which 80,000 Basic Democrats formed the Electoral
College. The Convention Muslim League, as expected, threw its full weight
behind Ayub Khan.

Z. A. Bhutto, a very close confidant of Ayub at that time, was the
general secretary of the parry and played a very active role in the election
of Ayub Khan. He broke ranks with Ayub after the Tashkent Declaration
between India and Pakistan and became one of the fiercest opponents of
his mentor. He formed the Pakistan Peoples Party (PPP) in November
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1967 on a socialist and leftist e1ectotalplatform and swept the country with
his emotionally charged speeches and his promise to bring measures for
the welfare of common citizens. There was a split in the Council Muslim
Leaguewhen Khan Abdul Qayyum Khan and Mumtaz Daultana developed
differences and Qayyum decided to form his own faction, the Qayyum
Muslim League. In the 1970 election, the PPP eliminated the Council
Muslim League and Qayyum Muslim League both from the national and
provincial assemblies, winning a majoriry of seats from West Pakistan.
Against 81 seats won by the PPP in the National Assembly, the Qayyum
League and Council Muslim League won only 9 and 7 seats respectively.
As soon as the new constitution was finalized in 1973 and the

parliamentary form of government was reinstated in Pakistan, Bhurro
became the prime minister. By the time the next general elections were
held in 1977, the Muslim League had been completely eliminated from
the political scene. It was only during General Zia ul-Haq's time that the
Muslim League was once again revived but it soon split into the PML-
]unejo, the PML-Functionalled by Pir Pagara, and the PML under Nawaz
Sharif. Other smaller groups such as PML-]innah and PML-Zia surfaced
during the period but they did not survive long. The PML-N and the PPP
alternated in power in 1988-99 and Pakistan saw eight prime ministers,
including four caretaker prime minisrers during this period. After the
dismissal of the Nawaz Sharif government, when General PervezMusharraf
decided to hold general elections in 2002, the PML-N was further splir
into two factions: one remaining loyal to the outgoing prime minister,
called the PML-N, and the other led by the former interior minister, sryled
PML-Quaid (PML-Q). The latter remained in power between 2002 and
2007. In the 2008 elecrion, the PML-N formed the government in Punjab
but lost to the PPP in the National Assembly elections. The PML-N
returned to power once again in the 2013 general elections and formed
the government at the federal, Punjab, and Balochistan levels.The PML-Q
has been simply decimated and apart from a few districts in Punjab, it
no longer exists. Most of the PML-Q leaders and assembly members
have crossed over to PML-N. So it is that the circle which began in 1947
with a single unified and strong PML seems to have been completed
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with PML-N being the only surviving and electorally strong Muslim
League in the country with all the other competing factions going into
oblivion. Just as in the 1990s, the PPP and PML-N have again alternated
in office over the last 8 years. Ideologically, the PML-N has once again
become a centrist party, adhering to its original position in 1947. It had
remained so until it became an appendage to Zia ul-Haq's government
and moved in to support his agenda of Islamization. In recent years, the
PML-N appears to be gradually disowning and distancing itself from that
ideological disposition and becoming more moderate and broad-minded
in its outlook, notwithstanding a number of its leaders still adhering to the
old ideology.

The Indian National Congress (INC), the counterpart of the PML
which led the Independence movement in India, has remained intact and
held uninterrupted power for 30 years until 1977. Thereafter, the INC has
remained one of the two major political parties of India and remained in
power for 54 out of 70 years, providing political stability and continuity.
It recently lost power badly in the 2014 elections, having won the previous
two general elections and staying in power for a decade. It seems to be
suffering from a crisis ofleadership. Had a leader of the stature and calibre
of Nehru remained at the helm of Pakistan for several decades during its
formative phase, there are good reasons to believe that the political history
of Pakistan would have been very different. A commentator' summarized
the issue as follows:

The Muslim League (ML) succeeded in creating Pakistan, despite heavy

odds, bur it could nO[ morph from a nationalist movement to a national

parry. The main reason for this was the leadership vacuum created by the

demise of the Quaid-i-Azam and the assassination of Liaquat Ali Khan

within the formative years of our independence.

While India was able to successfully draft a new constitution for itself in
1948, Pakistan was unable to do so. This iswhy in the nine years following
its independence, Pakistan sifted through 7 prime ministers and 8 cabinet
changes, which led to the downfall of the PML. While the politicians
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were busy engaging in a fierce barrie for power, the country witnessed the
military step in to fill the power vacuum in 1958, 1969, and again in 1977.
Vernon Hewitt' describes the period 1988 through 1999 as:

Eleven years of political instability and constitutional decline, where the

Pakistanistatewasdissectedinto paralleland disengagedpoliticaland legal
authorities. The president was pitted against the prime minister, the secular

opposed the religious authority, the judiciary acted against the executive,

and the executive contrasted the legislature. This paralysed the Pakistani

government, and created irreparable instability.

There has been criricism of the PML-N governmenrs in Punjab (holding
power since 2008) and at the federallevd since 2014 in perperuaring the
past pracrices of patron-client relationships rather rhan moving away from
them. One of Pakistan's rop political scientisrs, Professor Hasan Askari,'
believes that the PML-N has created a political system of patronage which
has subjugated both the bureaucracy and police. Assignments and state
resources are distributed ro the police and major business companies based
on the loyalry ro the house of the Sharifs, and no group can afford ro

alienate them.

The PML-N has created a patrimonial and patronage-based political order

in the Punjab. It has brought the bureaucracy and the police under its firm

control. The important bureaucratic and police assignments in the province

are assigned purely on loyalty ro the House of Shadfs. State resources and

patronage are used in a highly partisan manner and no major business group

can afford to alienate them.
The PML-N governments at the federal level and in the Punjab have

created a class of beneficiaries-government contractors and suppliers,

real estate dealers, facilitators for providing services to people, and local

influentials-by letting them make money from government tasks and

projects or giving them a free hand for making profit in private business or

commercial activity or charging money from people for facilitation of their

tasks. These 'beneficiaries' have some obligations toward the government,
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which include making financial resources available for the activities of the

ruling party, building goodwill for the governmem at the common person

level, and securing yotes for its candidates.

Thus, the PML could not keep the country on a democratic trajectory
during the fitst decade when it was in power, not in the decade of 1990s,
when it twice gOt the opportuniry. The only redeeming feature was the
brief period of Junejo's governance in the mid-1980s when, having been
appointed by a military dictator, he challenged the legitimacy of Zia's
continuation as president and wanted to know the timetable for his exit.
Junejo's merit-based system of governance ushered in a breath of fresh air in
the governance structure of Pakistan and it can only be speculated that had
he remained in power for a longer period of time, the changes and practices
he introduced would have become embedded in the system.

OTHER POLITICAL PARTIES

As the earlier section has shown, the Pakistan Muslim League has passed
through several periods of rrial and tribulation since 1947. This gave rise
to the emergence of other political parries in Pakistan over the last seven
decades, some of which have survived while orhers have vanished. The
significant parties can be divided into three categories; (a) national Parties:
PML-N, PPp' and PTI; (b) regional parties: ANp, MQM, PKMAp' Np,
BNP; and (c) religio-political parties: JI and JUI.

After sweeping the general elections of 1970, the PPP lost its charismatic
founder Z. A. Bhutto, popularly known as ZAB, who was hanged in 1979.
There was a general expecration that the PPP would usher in a drastic
changes in Pakistan's body politic. Mariam Mufti summarizes the rising
expectations from the PPP and explains how it has so rapidly let down its
supporters. She states that the PPP held widespread national appeal and
rose to power in the 1970s by 'adhering to a programmatic representation
of voter preferences, manifested in the political slogan of"roti, kapra, and
makaan"'." She however adds thar:
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It could be arguedar rhar rimerhar rhe PPP heraldedrheera of mass-based
poliricsin Pakistanand rhar rhe parryheldwidespreadnarionalappeal.Yer
the party relied more on the charismatic leadership of ZAB to rally support

of its consticuency and neglected the administration infrastructure and parry

organization that would help facilitate and ddiver the party's mandate.

Charismatic leaders tended to consciously disarticulate policy commitments

in order to avoid consticuency division. Hence the Bhutto regime drifted

towards personalism and as the party's organization dwindled. the party

turned to more traditional sources oflegitimacy from the landholding class.

She then refers to the period during which Bhutro, aftet assuming powet,
largely abandoned his left-leaning and progressive-minded colleagues
and fell back to wooing the tradirional notables: the feudal landlords-
Chaudhris-and clan heads--the Khans and tribal chiefs:

In the 1970s, the PPP retained hold of its constituency not by operation as

a programmatic party that engaged in interest articulation and consensus
building, but more as a clientalist party that offered direct, selective

incentives to those who demonstrated support for the Bhutto family.

The PPP relied heavily on charismatic persons of the Bhutto family.

The PPP has been unsuccessful in delivering on its agenda, and has not

operated in a political vacuum but as part of a party system that has shaped

and moulded rheway rhe parry has evolved.'

The parry regained power after the death of Zia ul-Haq in 1988 under
the leadership of ZAB's daughter, Benmr Bhurto who was elected prime
minister twice, in 1988 and then in 1993. The PPP captured power in
2008 in the aftermath of the assassination of Benazit Bhurto who had
returned to Pakistan after a long exile to lead her parry to contest the
genetal elections. Howevet, the patry was trounced by the PML-N, theit
traditional rival, in the 2013 general elections. They rerained the provincial
government of Sindh bur were unsuccessful in all the other provinces. The
period 2008-13 was marked by allegations of scams and corruption, weak
economy, energy shortages, intensified acts of terrorism, and tense relations
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with the judiciary. President Asif Zardari, however, maintained a spirit

of reconciliation and non-confrontation with the opposition panies and
successfully steered the smooth democratic transition in 2013.

The Pakistan Tehreek-e-Insaf (PTI) is a newcomer to national politics.
Led by the famous cricketer Imran Khan, it was able to attract the
educated middle classes who voted in droves for the party in the 20 I3
elections. The PTI became the second largest party in the National
Assembly and formed the provincial government in the KP.They received
this support because there was a reignited ray of hope that a new party
without the excess baggage of the two major political parties would bring
good governance to Pakistan. Since then, the party has lost its lustre and
support as evidenced by their losses in the by-elections. The dharnas of
2014, excessive preoccupation with the rigging of elections. too much
focus on the Panama Case ag:tinst Nawaz Sharif and his family, and not
playing the role of an effective opposition in parliament are some of
the reasons for this disenchantment. The induction of some discredited
politicians from other parties, such as the PPp' has also hurt its image as a
'clean' party.

Among the regional parties, the Awami National Party (ANP), an
offshoot of the National Awami Patty (which was a coalition parmer in
the NWFP and Balochistan governments after the general elections of
1970), formed the provincial government of Khybet Pakhtunkbwa in
2008. However, it badly lost the 2013 elections because of the allegations
of widesptead cotruption and POOtgovernance. In Sindh, the Muttahida
Qaumi Mahaz (MQM) has been in and out of the coalition governments
fotmed both by PPP and PML at vatious intervals. The party leadet, Altaf
Hussain, had to take tefuge in London aftet rhe army action in 1992
against the party for terror, torture, extortion, and intimidation. The party
became the tatget of action by the Rangers in 2014, and has since then
split into various factions. The Balochistan National Party (BNP), the
Pakbtunkhwa Milli Patty (PkMAP), and the National Party (NP) have been
the principal regional parties who have been forming coalition governments
with rhe PML, PPP, and JUI. In the 2013 elections, the NP, PkMAP,
and PML jointly formed the provincial government. The three leading
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tribal gtoups-the Bugtis, Marris, and Mengals-who had been highly
influential in the Balochistan politics no longer command much support
given divisions among various factions.
The two major religio-political parties, the Jamaat-i-Islami and the

Jamiat-e-Ulema Islam, have dominated the political scene ftom the side-
lines but have never been successful at the national level.The best outcome
they had was when all six religious political parties joined hands to form
the Muttahida Majlis Amal (MMA) in 2002 and won the elections in rhe
NWFP, formed the government there, and entered into a coalition wirh the
PML-Q in Balochistan. The alliance splir at the time of the 2008 elections
and the two major parties remained on the fringe. JI is currently part of
the KP government while JUI has been able to field a few ministers in the
federal government. JI has been the most organized and disciplined parry
which holds intra-parry elections regularly and has been free from any taint

of corruption.
According to Iftikhar Malik, political parties in Pakistan have been

charactetized by their 'politics of opportunism',' where self-interest has been
unified by intermarriage and business ventures. Ideology took a backsear,
except in the case of the Jamaat-i-Islami, which is guided by the mission of
Islamization of the state. 'Paltistani political parties have been characterized
by lack of scruples in the fotmation of alliances and counter alliances ...
The self-interests of about fifty dynasties, consolidated by intet-marriage
and business ventures, have always dictated a politics of opportunism.'

Ideological differences, issueorientation, and a contesr of ideas have escaped
rhe parties except in the case of the Jamaat-i-Islami, which espouses a clear
mission of Islamization of the state.

One of rhe disconcerting features of the political evolurion in Paltistan
has been the gradual disappearance of parties with a nationwide following
and presence. The PML and PPP used to be two such parties but in the
recent elections, the PMCs base was confined largely to Punjab while the
PPP had a misetable showing in Punjab but swept the elections in Sindh.
The PTI is still in its infancy but has the potential ptomise of becoming
a national parry with support actoSSall the four ptovinces if it plays its
cards well and devotes attention to organizing the parry apparatus at the
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gra>sroots level. The disadvantage of coalition formation is the tendency

to make drastic and unpalatable compromises to accommodate the junior
partners however unreasonable their demands may be. The survival instinct

to remain in power forces them at times to deviate from their own policies
and ptonouncements. Coalition governments present a slippery slope when
it comes to carrying out tough economic reforms.

DYNASTIC POLITICS

A very credible analysis of Pakistan's political parties ha> been conducted

by Ali Cheema, Hassan ]avaid, and Farooq Na>eer.9 Their principal
argument is rhat dynastic families enjoy tremendous power in the political
system because simply being 'dyna>tic' substantially increa>es the prospect
of winning an electoral contest. They find that, since 1985, two out of
three electoral races in Punjab that have involved a contest between a

dyna>tic candidate and non-dyna>tic contenders were won by the dyna>tic
contender. These races accounted for approximately 50 per cent of all
contests fought from 1985 to 2008 while in another third of the electoral
contests, the real competition was between members of dynastic families
and there was no effective competition from non-dynastic contenders.

The efforts of the political parties have been directed to winning over
the 'electables', which is synonymous with winning over members of
these dynastic families. Therefore, parties have, in the past, chosen to
forge alliances with dyna>tic politicians rather than build effective party

machinery around a dedicated party cadre. The absence of an effective
cadre-ba>ed structure significantly increa>es the likelihood that dynastic

politicians will win contests and this expectation perpetuates theif power
in the system. This vicious cycle feeds both the success of dyna>ties and the
weak organizational structure of political parties.

The authors also argue that the composition of families that constitute
the dyna>tic pool remains stagnant though there wa>a substantial infusion
of new entrants into the dyna>tic pool after the elections of 1985 and
1988. What is ttue is that a large share of these individual, non-dynastic
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entrants into politics throve and formed successful dynasric families
in rheir own right. This suggests that the emergence of a new pool of
politicians may not imply a weakening of the dynastic system of politics
but rather may only result in the replacement of one set of dynastic families
by another.

According to them, there is considerable evidence to suggest that since
the elections of 1985, business-owning, trading, and professional elites

have been as successful as their land-owning counterparts, if not more} in
forming dynastic families, and that the power of capital appears to be as
potent as the power of land.

The reason for reliance upon dynastic politics is a pure cost-benefit
calculus. Lowering the batriers to entry for non-dynastic political aspirants
would also increase the costs of organization for Punjab's political parties,
forcing them to invest in building party machines that mayor may not
be able to deliver votes as effectively as the dynastic candidates. From a

longer-term perspective, it must be realized that the investment in building
organized, non-dynastic, and non-familial political party structures could
deliver much higher electoral returns. What are the sources of change rhar

could potentially lead to a decline in dynastic politics in Punjab and give
rise to the need to build organized party machines?
The impetus for this change may come from increased competition in

an increasingly urbanizing electorate, the emergence of an educated middle
class, and the changing demographic composition of the electorate. The
large increase in first-time voters berween the ages of 18 and 22---<:onnected
to the rest of the world through social media and aware of their own rights
and obligations-has the potential to adversely affect dynastic politics in
the upcoming and future elections. This is because these voters are weakly
integrated into dynastic political nerworks and may be more open to voting
along party rather than factional lines.

Seema Mustafa 10 makes another cogent point against the dynastic

politics in India and Pakistan. She believes that 'dynasty brings with it a
certain sensibility that does nor allow independence of thought and action.
It institutionalizes authoritarianism that in turn lives off factionalism'.

This appears to be the case even in a democratic country like India, where
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familial ruling dominates political parties and any deviation can be the

basis fot disciplinary measures. In Pakistan, people ate left to choose
between military rule and the stringent control of dynastic parties. Even a
democtatically elected individual, who is supposed to teptesent and lead
the people, would be held captive by this system. No outside fotce can
guarantee proper governance, as a sound institution was built around the

sovereignty of dynasties.
According to I. A. Rehman, who is ctitical of Ayub Khan's 1962 experiment

of a patty-less parliament and Zia's monetary tewards to legislators:

The political panics survived Ayub Khan's 1962 experiment of a parryless

parliament and executive, and Zia ul-Haq's more resoluce effort to finish

them off. But the latter did succeed in securing two significant changes in

national politics. riest, the party nominees in legislatures were elevated (in
theory) to the status of its executive. Second, these legislators were given

money to ensure their cominued electability. This meant that instead of

representing the people in legislatures and chambers of power the legislators
became the government's agents for keeping the populace quiescent.

The people's exclusion from the management of the state is nearly

complete. The rulers have no use for them except for asking them to cast

ballots after every few years in elections that are, at best. partly fair.

Having freed themselves from the obligation to consult the party rank

and file, and to ascertain the people's aspirations through them, and by

relying instead on the legislators, the custodians of power have been moving

towards an oligarchy. The matter does not end there.

We are witnessing a strong attempt to stifle the voices of civil society

and [the] creation of new legal barriers to the people's right to assent and

dissent. After imposing on the people a terrible tool of oppression in the

form of the cybercrime act, the authorities have decided to make the right

to information law an instrument to deny information.

It is possible that attempts to destroy the people's capacity to build

up dynamic and democratic political parties will fail, but the cost of the

present drift towards making them empty shells will be too great to be

viewed with complacency. II



THE POLITY 113

The repeated military interventions brought in the name of disinfecting
and cleansing the country had unintended consequences on its body-politic
as politicians and political parties continue to look towards the GHQ
and the lSI for political engineering to bring them to power through the
back door. The dharnas organized by a newcomer to Pakistan's political
scene by Imran Khan and his parry, the PTI, in 2014, evoked much
criticism for their efforts to seek a 'neutral umpire' to raise his finger. I. A.
Rehman" expresses rhis succinctly, 'more than anything elsewhat has been
exposed is the mainstream political parties' folly of trearing each other as
worst enemies and thus rendering themselves vulnerable to extra-political
intervention that may not be as benign as the Supreme Court's bailout plan
on the present occasion. Their inability to learn from history amazes even
the most poorly informed villager.'

POLITICAL DYNAMICS FOR REFORMS

The Economist, London" has very aptly described the meaning of democracy
in the following terms:

Democracy is far more than just elections. It requires independent couns,

non-partisan civil servants, robust insti[mions, the rule oflaw and property

rights; a free press; constitutional checks and balances, above all a culture of

openness and tolerance, especially of minorities. But voters' abiliry to throw

the rascals om at regular intervals is still the indispensable sine qua non.

Evaluated against this definition, Pakistan has passed through the ritual
of elections over 36 years out of its 70 years' existence, and the remaining
period under the military tule. The other components of democracy could
not be nurtured and developed in the prevailing atmosphere of political
flux and the only manifesration of democracy in Pakistan was during the
eight general elecrions" to the national and provincial assemblies held
between 1970 and 2013. Ptemarure dismissal of elected governments
under Article 58(2) b of the Constitution in [he 1990s before theYcould
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complete theit full tetms was a severe setback to the matuting of democtacy.

The continuing political instability and uncertainty about the future had
serious adverse effects on the structure of political institutions. patterns of
leadetship, and the dynamics within the political parties, including their
support bases. Economic refotms imply important shihs in the balance

of political power among contending interests: for example, between the
competing export and import sectors and between capital and labour.
However, when the political powers themselves are in a constant struggle
for survival, they avoid taking unpopular, fundamental decisions that may
disturb the existing equilibtium. Similarly, given the sharp squeeze on the

government resources, the politica1leadership has no motivation other than
to allocate those resources to maintain and win over popular support for
their parties. Market-oriented teforms eliminate the rents collected by the

supporters of the ruling parties and thus pose a threat to political stability.
Therefore, maintaining the status quo remained the best survival strategy
for politicians when in power.

Pakistan's long experience with authoritarian rule promoted a
popular and widely held notion that reforms can be effected only under
authoritarian or military regimes. This norion roo has lost credence. In

several countries, military governments undertook economic reforms prior
to initiating a transition to democracy. As those reforms yielded tangible
benefits. policy gains were not reversed after the transition. The opposite
has been the case for Pakistan.

The Ayub and Musharraf governments did undertake some significant
economic reforms which, if allowed to continue and are sustained over an
extended time period, would have brought about fundamental structural
changes. However, in otder to gain legitimacy and to ensure their own
continuation in office, they had to seek the aid of a group of politicians and
select political parties. Ayub formed the Conventional Muslim League and
Musharrafforged an alliance between the PML-Q, MMA, and a breakaway
faction of the PPP. They, therefore, entered the arena of partisan politiC-'. It
was only natural that their opponents, when elected, would reverse these
reforms, or make the reforms undenaken by the military rulers appear
inconsequential. This experience suggests that economic accomplishments



THE POLITY liS

devoid of political legitimacy, howevet imptessive they may be, ptove
to be short-lived in our cultural context. Without the involvement and
participation of the people, elegant and technically sound economic
solutions developed by authoritatian tegimes have a short shelf life because
they are quickly overturned once the fotm of government changes, causing
irtepatable loss to the economy.

The innet dynamics of political parties also ptovides some insights
into why economic tefotms ate not undertaken by democtatically elected
governments, and if they are, do not survive for long. A personality-cult,
an authoritarian style ofleadership, centralized decision-making, demand
by the leader for absolute loyalty, intolerance of dissent, reliance on a
small coterie of sycophants and ctonies, and nominees rather than open
contests for the party posts beginning ftom grass-toots have germinated
some unhealthy tendencies within political parties. Merit and sycophancy
do not go well together because merit by its vety definition implies honest
assessment and dissent.

Ministers of finance could be natural champions for economic reforms
but they fear upsetting their colleagues and leaders and losing their jobs
if they vigotously pursue unpopular policies. The constituency for these
reforms within the ruling parry, therefore, remains weak or non-existent.
In absence of a champion, there is barely any toom for far-reaching reform.
In the I990s, the culture of destabilizing elected governments in the

midst of their mandated period had taken toot as members of the assembly
elected on one party ticket were luted away by another party in a quest to
capture power at all COSts. This culture, therefore, nunured tendencies for
greater rent accumulation by the assembly members who misused the power
of their office.This tendency has now been cutbed by an amendment in the
Political Parties' Act, which stipulates that a member elected on the ticket
of a particular party has to tesign ftom his seat in the event of his violating
party discipline or is expelled by the party. The pendulum has however
swung in the other direction as the scope for dissent. disagreement, and

differences of opinion with the party leadership has almost disappeared.
The leader has become ail powerful given that he awards party nominations,
appoints the ministers, and confers other perks and privileges. He is likely
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to do so only to those whom he considers are loyal to him. This virtually
authoritarian power vested in a single individual gives risc to extreme
subservience, sycophancy, and a continuing effort to keep the boss happy.
The personal shortcomings of their leaders, policy lapses, and poor and
ill-informed decisions are neither pointed out nor challenged, negaring
the very principles of democracy. Elecred leaders thus assume the role of
authoritarian rulers. Under the veneer of democracy, there is completely

personalized and centralized decision-making.
A leading political scientist, Rasul Baksh Rais,l' believes rhere is no

difference between authoritarian and democratic regimes in Pakistan:

Pakistan has over the past sixty years been an authoritarian polity under
both civilian as well as military regimes. 'Authoritarianism' involves great

reverence and obedience [0 authority and stands opposite to individualism
and freedom that come with it. Both the civilian leaders coming from

an agrarian and feudal social background and military leaders from the
command and control structure of the armed forces have demanded absolute

loyalty and compliance with their institutions of origins.

In a democratic dispensation, another check on the arbitrary powers of

elected leaders is the exercise of power by the legislature. The opposirion
parties acr as a vigilant watchdog ro recrifY rhe errors in judgment and
policy made by the ruling parry. Notwirhstanding rheir political differences,
the opposition should remain wedded to promoting national causes and
rhe well-being of rhe people at large. A srrong and vibrant opposition
is certainly necessary in a democratic polity, provided it remains within
the ambit of democratic norms and works towards strengthening the
system. This is not, however, the case in Pakistan. As Hasan Askari Rizvi

points out:

Most political leaders and groups view democracy more as a weapon against
the adversary rather than an operational framework for self-restraint,
accommodation and bargain dialogue, and for evolving mutually acceptable
soimions. Democracy is a slow consultative process and it is quite rnessyY'
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A succinct but apt description of the challenges faced by democtatic
institutions in Pakistan can be found in the editorial of the leading daily
Dawn. It avers that 'democracy is only as strong as the people's belief in
it' ,17 and in Pakistan, the unwillingness to address issues of corruption and

the high barriets to entry into politics have tarnished the political system
and generated scepticism among roo many people. They are managing a
system that has a dysfunctional process of accountabiliry, and has already

eroded public confidence in it:

For all the electoral competition and promise of regular elections, the

institutions of democracy have not been screngthened in a comparable

manner ... Absent is the vital democratic corollary: a belief in and

commitment to a system of checks and balances. From dynastic politics

[0 the murky nexus between politics and business, and from dysfunctional

systems of accountability to the refusal to embrace regulatory reform, the

toll on democratic institutions continues to grow.

Our politicians need to learn from the sound practices and visionary
poliricalleadership of other democratic countries on how they have been
able to consolidate the gains from democratic order.

INTRA-PARTY DEMOCRACY

Under the law, no political parry can be awatded parry symbols unless
it tegularly holds intra-parry polls as set out in the parry constitution
submitted to the Election Commission of Pakistan (ECP) at the time of
registration. There is, however, hardly any parry, apatt from the Jamaat-
i-Islami, which has complied with this law. Tasneem Nooran,lB who was
entrusted with the task of holding elections within a leading parry, notes
that political parties are at the root of a parliamentary democracy, where
people who have political ambition can join and attempt to rise through
the ranks. While this system has been in place in Pakistan, it is hard to
believe that an ordinary citizen who is not a member of the two tuling
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families can join a political party and rise to the top. Unless democracy
is introduced into political parties, family-ruled democtacy will continue
to proliferate.

Political parties are the basis of parliamentary democracy, which is
the format Pakistan politics has been based on undet its Constitution.

The inspiration comes from the Western models of democracy, especially
the Westminster model of UK. Ordinaty persons wanting to do public
service or having ambitions of political power, join a political party with

the hope of rising through the ranks to leadership positions, to get into
power in governments.

In Pakistan, while we have been on this format of democracy at least
since 1973, the chances of an ordinary member joining a political party
and rising to the top are nil. In the 44 years since we set on this course,

the system of family hegemony in a political party has become stronget.
Fot the last almost thirty years, fWO families have been ruling Pakistan,

interspersed only by military rulets. Unless meaningful refotms to instil
democracy within political patties are introduced, this malaise of family-
ruled democracy will not even begin to be addressed.

Aoun Sahi provides additional reasons why thete should be a
sltengthening of democtatic process within the political parties. In his
words, 'the factor responsible for the f.,ilure of democracy in Pakistan is

that its most important institutions, the political parries, do not follow the
basic democratic process.'l')

A [d]cmocraric political system depends on political parrics for the selection

of the cadre ofpcopJe who will run the affairs of the governmem. Bur in such

a system, panies arc also organized democratically. They consist of citizens

elected through a laugh election process. The office bearers and even the

members in different committees and bodies of a parry are elected in this

manner. This process ensures the upwardly [mohile] organization of parties

from 1he grasHoots at the locallevcl which is the most accepted process [0

form a true dcmocratic institution. In Pakistan, the standard mechanism

is to form a party from top downwards, largely by appointing selected

individuals to run thc affairs of the parry at different levels. The power ro
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control the party rests with the leader who is the 'declared' head and selects

a group of peoplewho pledgeallegianceto him.

Another long-standing commentaror and respecred analyst of Pakisrani
politics, I. A. Rehman, has attribured the decline of political parties to
lack of intra-party democracy. In a democratic sysrem, rhe role of polirical
parties is to guarantee a funcrional legislarive and executive system thar
works in rhe interest of rhe public, as well as to provide a sysrem of checks
and balances. However, according to Rehman, 'most of Pakisran's political
parties look like crowds of rhe party heads' rerainers and errand-boys. They
may be ordered to hold jalsas and rallies but rhere is no record of intra-party
discussions on rhe direction the srate should follow and how the genius of
the people should be utilized in their own interest.'20Rehman emphasizes
that what we are witnessing is an attempt by the political parties [0 assert
complete control over party dynamics, and stifle the people's righr to
construct a truly democratic system. In the end, Pakistani political parties
follow the principles of democracy in lettet but not spirit. 21
It is often lamented rhat ministers do not have the experience of leading

and steering their ministries. They either become dependent upon civil
servants or they are continually at cross-purposes with them. The problem
lies in the kind of people who enrer politics. Umait Javed" describes the
selection process of selecting a candidate for political office in Pakistan.

In Pakistan ... candidate recruitment takes place outside of any well-defined

feeder systems anchored with campuses and community organizations. Here,

two major criteria appear to crop up when party leaders pick candidates:

first is perceptions about their electability, i.e. a potential candidate's social

prominence. The second is their ability to finance their own election

campaign, i.e. their financial prominence.

The 'electability' of candidates, which has also engulfed new progressive
parties, works in a unique way in the rural areaswhere kinship and biradari
are dominant. Sarwar Bari.B who has observed the election practises in

Pakistan, narrates how this phenomenon actually works:
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The family is the primary unit of organization and most biradaris have a

common ancestry. Hence, elders of biradari command much respect. The

political elite fully exploit this respect. This is the foundation of parochial

politics ... The dependants i.e. employees, peasants, workers or the biradri

of early joiners, willingly--or due [0 pressure-join their master's party.

Wben he switches parties, his dependants follow.

Since party structures and offices do not exist in most districts, a majority

of candidates rely on traditional networks for attracting voters. Settlements

in the rural areas can be broadly divided into two categories: settled and

developedvillagesand smalljhoks/bastis or hamlets.
Most of these hamlets consist of residents of the same lineage, while most

villages are divided between various factions. Where there are hamlets, the

elders reign and in big villages, factional leaders play the same role.

In rural areas, contesting candidates hardly reach out to individual

voters. Very often they negotiate with the biradari and factiona1leaders.

The outcome of these negotiations is often a mix of personal gain for the

10ca1leader and the community's collective interest.

In return, the local leader is supposed to deliver a number of votes to

the candidate. If he succeeds, his position is strengthened in the eyes of the

candidate. To keep his control over his faction! biradari. he tries his utmost

to get some benefits for his people.

One of the ways of overcoming this problem is to afford opportunities
ro hold elections for party offices at the uhsillevel. The party office-
bearers who get elected are then nominated as candidates for the local
government elections. After they have gained some experience by
discharging responsibilities in administrative and managerial positions
in the tehsd, municipal, or district governments, and those who have
distinguished themselves by proving their competence, should then be
given the opportunity to contest the elections to the provincial party and
the provincial assembly.The graduation ptocess following this logic would
bring to parliament and the federal cabinet only those who have performed
well and demonstrated their potential to hold top positions.

This bottom up approach would, over time, produce high quality
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politicians who are quite capable of running the ministties and departments
confidently and competently. This ptocess also encourages young ralented
individuals without money or family connections or affiliation to biradaris,
feudal families, or rtibal chiefs to aspire to polirical offices and rhen
make their way up by ptoving their credentials. This intake of talent of
experienced individuals who have ptoved themselves would imptove the
qualiry of political leadership, political institutions, and the delivery of
public goods and services.Political parties would also benefit as they would
have structures at the gtass-toot level and voters would be able to link
parries with the actual service delivery outcomes. This pressure would
force the parties to strengthen the institurions which are responsible for
deliveting these services.Administrative experience gained by their political
operatives would certainly help when they are elevated to become ministers
in the ptovincial or federal cabinets.

One of the other impediments preventing educated and talented
individuals from entering politics is the stigma attached to politics as a
ptofession. As Maleeha Lodhi24 very correctly points out, the media has
'unwittingly ptomored public cynicismby caricatuting politicsand public life':

This exposes the media to the risk of being wounded by its own weapon.

If all politics is depicted as venal and all political actors as conniving,

self-serving and inept. this risks sapping the public's confidence in the

political process.
If every problem is depicted as a crisis, each crisis as a drama, a setback

as a disaster and a difficulty in policy as an unmitigated failure, the public

cynicism that ensues is not just with the political process bur directed at

the media which is seen as biased and lurching between exaggerating and

trivializing issues. This can undercut the media's authority.

SUMMATION

Pakistan's political institutions have not yet achieved the level of maruriry
that can contribute to the process of improved democratic governance.



122 GOVERNING THE UNGOVER1',jABLE

The weak foundations of the Pakistan Muslim League, the party which
spearheaded the movement for the creation of an independent homeland
for the Muslims ofindia, coupled with the early demise of its charismatic

and popular leader M. A. ]innah a yeat after the creation of Pakistan, sowed
the seeds for inter-party conflict, factionalism, and the rapid succession
of formation and dismissal of government. The periodic interruptions
of the political process through the imposition of the military rule in

1958, 1977, and 1999 exacerbated the forces of political opportunism
and instability. Even during the periods of civilian rule, the army
played an active behind-the-scenes role, pulling the strings by favouring
certain political parties Ot politicians. The political parties have done no

great service to the evolution of the process by concentrating excessive
powers in the hands of the party chiefs, relying on dynastic politics to
gain power, and negating the principle of intra-party democracy. Intra-
party democracy should be the bedrock of any reform agenda for the
strengthening of political institutions. In absence of thisl the distinction

between a powerful party leader and an authoritarian one becomes
indistinguishable.

Electoral reforms that make the ECP an effective and credible institution
capable of screening the candidates and disqualifYing those who do not

meet the eligibility criteria, organize the elections with complete control
of the administrative machinery, and set up parameters for campaign-
financing reform are some of the steps which need to be acted upon.
Money has become a strength for the 'e1ectables', the rich and well to
do who have the money to spend to acquire power. In India, the Chief
Election Commissioner requires the political panies to file their accounts
and returns which are scrutinized by the income tax authorities. Adoption
of a similar practice would help in reducing the influence of the money
in the elections.

Political stability can be gradually brought about by cleansing the body
politic and temoving tbe sword of Damocles hanging over the heads of
the political parties. This stability in turn, would have a positive effect on

economic performance as policy continuity. predictability. and consistency
gain firm ground in place of ad hoc shorr-term oriented policies.
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The Society

The politics of patronage so widely ptactised in Pakistan is deeply
rooted in Pakistani societal structures. Pakistani society is
structured along family, biradari, tribe, and ethnicity. The family

is male-centred and the patriarchs make all major family decisions although
among the urban-educated class, the joint family system is giving way ro

the nuclear family.
Kinship, i.e. social relations based on blood ties or marriage bonds, is

a larger group surrounding a family with which its members are tied with
bonds of mutual support, obligations, and common identity. Biradaris
or clans strike an internal bargain of expectations: support members with
your connections and in return they will use their influence on your behalf,
particularly in dealing with public officials.At election-time, the candidates
in the rural areas approach the clan heads ro seek their support in exchange
for future favours. A commitment made by the head of the clan is sufficient
and avoids the expense and hassle in canvassing and approaching the entire

group individually.
This power exchange has become a significant function of kinship.

The need for a patron [0 mediate with the state apparatus has increased

in direct relation to the expansion in the role of the Pakistani state and its
increasing inefficiency and corruption. However, kinship nepotism is one
of the reasons for the erosion of the state's authority and subversion of
rules and laws. The culture of patron-client in public affairs is sustained by
kinship obligations. Civil society is dualistic in nature and divided along
two principal tracks: indigenous (Islamized) and modern.

These prevalent social and cultural norms in Pakistani society also
pose a powerful deterrent to reforms, particularly in the area of economic

124
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governance, i.e. the bonds of kinship, biradari, class, friendship, and Familial
relations. The operating social behaviour is governed by considerations of
'/ihaz, sharam, and murawat" (consideration, respect, and obligingness)
ingrained and nurtured right from childhood. Formal organizations are,
on the other hand, driven by edicts, evidence, due process, neutrality, and
objectivity. This in-built tension between the appropriate social behaviour
required of an individual as a member of the society and organizational
rules imposed as part of professional responsibilities inhibits the practise of
good governance. Nepotism and favouritism are the expected outcomes of
demand placed by social and cultural norms, while merit and impartiality
are expecred to reign supreme under the formal organizational rules of
business. Constituency politics and coalitions reinforce the prevalent social
norms. It is only with the spread of urbanization, nuclear families, an
expanding middle class, professionalism, and weakening of the feudal
and tribal hold on the society that the balance will shift in favour of the
formal organizational rules. No quick fIxes are available as even some
highly educated individuals from tribal and feudal families do nor deviate
signifIcantly from these norms. Therefore, there is a fundamental dilemma:
is the impersonal, impartial, non-discriminatory system of governance

tbat is modelled on Western norms compatible with the societal norms
that are rooted in reciprocal exchanges of favours and relarionships based
on kinships and familial affiliations? It is argued that these societal norms
are not permanent and dissolve with the passage of time as the forces of
urbanization, education, technology, and exposure to the rest of the world
take hold.

How has this culture evolved and these norms taken root in OUf society?
At the time of Partition, Pakistan was predominantly a rural agrarian society
in which feudal, tribal, and caste relationships were the principal drivers of
the society'sbehaviour and attitude. One of the leading scholars of Pakistani
society elaborates this point and adds that the post-Partition period did nor
bring about any signifIcant change:

Pakistan's social struc[Ure has been tradicionally stratified in occupational

castes, dans. and kinships. In rural areas, this caste/clan hierarchy has
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coincided with land ownership. affluence, and power. In urban areas, castesl

biradaris have overlapped but do not fUlly correspond to property ownership,

income or wealth.

Inherited attributes of caste, tribe or kinship are also woven into economic

classes. Class segments also reflect location along the ideological spectrum

ranging from traditionalist, lslamisr to modern liberal. They range from the

global-Westernized muhajirs or Punjabis of middle class standings--on
one side of the spectrum to Pashmns of traditionalist or Islamic bem who

are bazaar merchants or transporters. 1

Like many heterogeneous developing countries, Pakistani society has
also many overlapping identities based on ethnicity, language, location,

caste, clans, tribes or ideology. Social stratification in the traditional or
predominant rural ateas is based on ttibal affiliation in pans of Balochistan
and KP provinces, with clear linguistic divide; on kinship, biradari, and
caste (Arain or futts) in Punjab with Potohari, Punjabi, and Sataiki as
spoken dialects, and feudal and peasants in Sindh, proud of theit native
language, along with an affluent middle class in urban ateas, mostly

Muhajirs or the migtants from India sticking with the language of

their ancestors.
In the period following Independence, the sense of newly acquired

nationalism did ttanscend all other affiliations and groupings and kept

Pakistan strongly bound rogether. The absorption of eight million
migrants into an economically fragile, moth-eaten country would not
have been possible without the devotion and untiring effons of the
local population. The tefugees wete welcomed with open arms in all
the five provinces. The generation that participated in or witnessed the
Independence movement, with the passage of time, as events unfolded,

gradually became disenchanted.
Aftet the demise of ]innah, the political leadership in Pakistan fell into

the hands of an elite that was more interested in reinforcing characteristics
and norms of the society such as feudalism, tribalism, kinships, clans and
biradaris, castes, and sects for their own narrow, parochial benefit. The

political leadetship did not act as a countervailing force to diffuse and
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dilute these retrogressive tendencies by building a more participarory
governance sttucture with institutional checks and balances that would have
benefited the majoriry of the population. The imposition of forced parity
of representation between East and West Pakistan in parliament when
the east wing had a higher population and the unilateral announcement
that Urdu would be the sole national language led to seeds of mistrust
being sown in the eastern wing and fanned parochial feelings amongst
Bengalis.The merger of the four provinces into a singleWest Pakistan unit
with its headquarters in Lahore against the wishes of the people of three
minority provinces generated resentment among them. An unrepresentative
military dictatorship, which paved the way for the eventual separation of
East Pakistan with India's active assistance, added further fuel to an already

smouldering fire.
The younger genetation, which reached adolescence in the 1970s and

1980s and had not witnessed the sacrifices and turmoil of 1947, were fed
by their political leaders the mantra of injustices being meted out to their
linguistic, provincial, and ethnic groups.
The unique composition-whete one province has the majority of

the population and is also relatively advanced in comparison to the three
other provinces-and their nexus with the Muhajirs in the professions
and the civil services intensified the tensions and grievances. Christopher
]affrelot,2 along with several other authors, attribute many of societal
ptoblems afflicting Pakistan to the 'Punjabization of Pakistan'. As Punjabis
constituted 80 per cent of the army and held 55 per cent of civil services
posts, this stranglehold proved beneficial to their eventual rise to power
in the 1950s. They also benefited from the irrigation works, not only in
Punjab but by settling in the Barrage areas of Sindh. The other group, the
Muhajirs, was over-represented. not in the army but in the bureaucracy as

well as in industrial ownership.
After the separation of Bangladesh, Punjab became the most populous

province commanding the highest number of seats in the National
Assembly.With already entrenched power in the military and buteaucracy,
its electoral power consolidated its domineering position vis-a-vis the other
three provinces. The situation was further aggravated by the centralized
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decision-making and concentration of administrative authority in (he office
of the prime minister.

The dissolution of the single unit and resroration of the provinces in
1970 gave impetus ro Sindhi nationalists. The chief minister, Mumtaz
Ali Bhurro, although from the PPP, was very keen to establish his
credentials with the Sindhis. He introduced a language bill that made
Sindhi compulsory in the province's schools. This move was opposed by
the Muhajirs and riots erupted in Karachi, Hyderabad, and urban centres,
where the Muhajirs were in a majority. Along with the nationalization of
industries, banks, insurance, and education, which were the mainstay of

the Muhajirs, the language bill brought rhe disorganized and fragmented
Muhajir community on a single platform. They felt an existential
threat to the well-being of their community. When Z. A. Bhurro was
deposed, and eventually executed, he became a martyr among the
Sindhis and a movement was launched against the Zia government in
the province.

The Muhajirs were, therefore, wooed by the Zia regime and 'Mohajir
Quami Mahaz' (MQM) was formed as a countervailing force against the
Sindhi nationalists. The MQM became a powerful voice of the Muhajir
community and won a majority of assembly seats in the elections, thereby
becoming a political force to reckon with. The PPP and PML could nor
afford to form provincial governments without their active or tacit suPPOrt.
The utban-rural divide, which propelled rhe Muhajirs to capture ,he urban
seats while the rural areas remained with the PPp' gave rise to alternating
cycles of cooperation and confrontation. and an uneasy coexistence between
,hese two parties. 'Live and let live' policies weakened the Sindhi na,ionalist
parties which never had any success in the general elections. The tension
between the two communities lingered on bur has ro some degree become
diffused as Sindhis go, educated, entered the civil services and professions,
and now occupy key positions in ,he provincial government thus diluting
,he earlier dominance of the Muhajirs.

Balochistan, the largest province in area, has its own complex ethnic
and tribal/non-tribal, linguistic characteristics. Al,hough the two principal
ethnic groups are Baloch/Brahvis, and Pashtuns, there are settlers from
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Punjab, Hazaras, and Sindhis living largely in Naseerabad, ]affarabad, and
]hal Magsi districts. The main tribes in Balochistan were Bugtis, Marris,
and Mengals. Baloch tribalism is very different from that of the Pathans:
its leadership is hereditary, hierarchal, and even monarchical, whereas the
Pathan tradition is meritocratic and in a sense even democratic.

The fourth province bordering Mghanistan used to be called North-
Western Frontier province (NWFP) in British days and the name persisted
until a fewyears ago when it was renamed Khyber Pakhtunkhwa (KP). The
Federally Administered Tribal Areas (FATA), which separate Mghanistan
from Pakistan, were until recently beyond the control of the provincial
government. KP consists in the main of Pashto speaking Pathans but there
are Hindko speaking people living in the Hazara Division. Khans and tribal
chiefs dominate the society in the province. In recent times, the influence
of religious parties has gained ground.

Iftikhar Malik' believes rhat Pakistan's dilemma in being unable ro
establish good governance notwithstanding successive efforts, has largely
revolvedaround a continuing disequilibrium between state and civil sociery.
Although the state has developed since Independence, civil sociery has
not. The moot point is that the development of the state has come ar
the expense of vital civil institutions including the Constitution, political
parties, pluralism, an independent judiciary, a free press, and other think
ranks and activist groups outside the public sector. Malik contends rhat
Punjab is the nerve-centre of the Pakistani state and its domination of state
institutions has greatly rhreatened other ethnic groups.
The picture sketched above may have been true a few decades ago but

it ignores the profound changes in the texture of the sociery which once
was almost dormant and has become much more vocal and assertive in the
recent times. Social change in Pakistan has been driven by a number of
exogenous and endogenous factors.

Mass-migration from India, lingering disputes wirh India, alliances with
the US, the Mghan war to expel the Soviets, and the War against Terror in
Afghanistan have been the exogenous factors.

Among the endogenous factors, the salient ones are: uneven economic
development, a population explosion, mobility, rapid urbanization, and
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the emergence of the middle class, as well as the spread of communication,

parricularly through ptivate electronic and social media. These exogenous
and endogenous facrors have generated a heavy mosaic of benign and

pernicious influences on the societal makeup and behaviour.
However, one constant of Pakistan's social change is its commitment to

an Islamic identiry. Overall, Pakistani sociery has been visibly Islamized.
The Islamic normative order has been forged as a distinct social strucrure
and subeulrure. Professor M. A. Qadeer' explains that Pakistan's sociery
and culture have evolved from a dualistic tripartite structure since

Independence. The traditional and modern divide dates back to the colonial
period but the third component, instirutionalized Islam, has evolved after
Independence. These are not three separate belief systems but three parallel

ideologies and systems of norms which, although autonomous, are nested
together. In one sense, the traditional, modern, and Islamic modes of
living are three subeulrures, each with distinct values and Iifesryles. This
division has permeated many social institutions. Education has madrassas.

Urdu-medium and English-medium schools. The role of women is
delineated along the tradition of women being largely confined to ' char
diwarain' (four walls) or the domestic sphere, modern women aspiring
to participate in the public sphere, and the more conservative women
participating only in segregated activities, covering their heads or clad in

the burqa.
Most analysts agree that there has been a perceptible change in the

orientation of Pakistani society towards Islamization since the 19805
and this trend has become much more perceptible and entrenched since

September 200 1:

Islamic observances and pieties have spread to almost all segments of society

and [the] Islamic normative order has been forged as a distinct social

structure and culture. At the same time the moral fabric of the Pakistani

society is fa.st eroding and Islamic teachings and values of honesty and

integrity, tolerance, social justice, observance of peace and order, following

rules and ethics, promoting solidarity and brotherhood, [and] taking care

of the poor and the disadvantaged are being flouted openly.
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However, Prof Qadeer' very aptly describes the disconnect between
ritualistic behaviour and the substantive teachings of Islam:

While visibly Islam has touched almost all social institutions, it has failed to
engender a moral order that would meet contemporary social and economic

challenges. The reforms sought are confined to outward behaviour not to

truly spiritual or moral change. Consequently, there is now a chasm between

how people believe they live and how they actually live or in other, between

the imagined and the real.

Babar Sattar,6 a leading lawyer and thinker, sketches this conflict between
the moral valueswhich we ought to observe and our traditional values, and
points our its repercussions on the rule oflaw in Pakistan:

Our culture is defined by a morality wherein loyalty trumps integrity.

Simply put, you are expected to lie and disregard principles. if required.
to help someone with whom you share bonds of loyalty or love. Such

personal morality chokes up our justice system with false testimony. making

convictions harder. Two, our colleccive consciousness is driven by rhetoric,

intrigue, emotion, and honour-instead of facts. Often we are more

interested in why someone is doing some[hing as opposed [Q wha[ is being

done. This has accelerated our drift [Q being a fan-free society.

Dt Ali Qasimi' explains how, from 1947 till the early-1970s, the state and
subsequent governments consciously kept the ulema away £tom directly
influencing government legislation. Qasimi believes that those who tan
the state and government at that time were not secular. Rather, their idea
of faith and its role in the formation of Pakistani nationalism was different
from those held by the ulema and the cletics. Theirs was an extension of the
idea of faith and Muslim nationalism developed and evolved by rhe likes
of Sir Syed, Iqbal, and others. These scholars shaped the idea of Islamic
modernism in South Asia.
The first departure from the ttadition came from a liberal and progressive

leader in the late 1970s. Z. A. Bhutto, in his arrempt to defuse the political
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agitation sponsoted by the tightist parties and appease them, made some
critical announcements, such as declaring the Ahmadis to be a minority
and banning the consumption ofliquot. The lattet decision coming from

a petson who cherished his dtinks every evening was pethaps an act of

desperation to remain in power.
That was only the beginning. The biggest shift rowards Islamization rook

place duting the 11 yeats of Zia ul-Haq's rule. Genetal Zia's Islamic laws

and policies, particularly the change in the curticulum taught in educational
institutions, have brought about a gtadual but highly significant depart ute
from the beliefs and practices embedded in the people's world-view. Tbe

Hudood Ordinance, a parallel legal code and judicial system-the Shariah,
Islamic wealth tax or zakat, and levy on farm income or ushar-were
introduced during that period. Textbooks were revised to indoctrinate
children in tbe Islamists version of history. Mosque schools and madrassas
proliferated under state patronage. Public life was transformed, inducing
religious observances in everyday life, promoting pieties in verbal/symbolic
behaviour layering Islamic laws, and punishments over those of common

law institutions.
Mariam Abou Zohaibl:l dwells upon the sectarian consciousness that

has developed in Pakistan as a consequence of Zia's Islamization policy.

She attributes the state's actions in favouring the Deobandis in bringing
theological differences to the fore. At the same time, the Iranian revolution

gave a new sense of identity to the Shia community which became more
assertive. Saudi Arabia competed with Iran by generously financing
mosques, madrassas, and Deobandi preacbers in Pakistan. The Shia upsurge
in Iran, tbe Saudi rivalry in Iran, and Zia's pro-Sunni policy stirred up the

existing socio-economic tensions.
The mushroom growrh of madrassahs promoted obscurantism and

radical interpretations of Islam in several backward areas of Pakistan and
has now become a major challenge to the esrablished education system.
Students from poor families are provided with free lodging, boarding, and
clothing, easing tbe financial burden on their parents. Dropouts from Urdu-
medium scbools with no skills and relevance for the job market also swelled
the ranks of madrassahs becoming captive audiences for 'charismatic leaders'
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offering them, through religious violence, 'a means of empowerment' and
a 'sacred museum' rolled into one.
Traditional religious parries did not have any systemaric control of the

sectarian organizations although several madrassahs, including rhe one at
Akora Khatrak led by Maulana Sami ul Haq of JUI-S, were [he training
ground for many Afghan and Pakistani Taliban leaders.

In the I970s, ethnicity had become a subsritu[e identity, but it was
branded as treason and violently suppressed. By contrast, it was the stale
itself that promoted teligious identiries in the 1980s and in the 1990s
struggled to suppress extremist organizations.9

The thrust of these changes also continued unabated in the subsequent
periods of elected govetnments. The Pakistan Muslim League, inheri[Or of
the Zia league, was a more conservarive party, while the PPP tended to be
somewhat more liberal in its outlook.

Musharraf did make an attempt through 'enlightened moderarion' [0
leverse the Zia period trends and make Pakistan a liberal bur Islamic society.
However, other compulsions, exigencies, and priorities did not allow him

to make much of a headway in this endeavour.
Over the past three decades, intolerance and violent reacrions [0 dissent

and differences of opinions, particularly relaring [0 issues that have [0 do
with religion, have displaced class, casre, and other divisions and occupied
the space of national discourse. Polirical parties and [heir leadership,
rather than defusing rhese rensions, have actually proved [0 be culprits by
indulging in these. According [0 Professor Hasan Askari Rizvi:to

Pakistan's politics has become increasingly non-accommodative and

conflictual. The competing political interests, especially the PML-N and

the PIl, are persistently hostile towards each other in their discourse inside

parliament. in public meetings, and TV political talk shows.

These leaders should have worked towards preaching tolerance and

accommodation in Pakistani society that has already been suffering from

the rise of religious and cultural imolerance over the last three decades. The

disposition of the political class is not setting up a precedem co discourage

these trends.
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fu neither the state nor the political parties did much to suppress these
tendencies while the uneducated mullahs used their Friday sermons and
the madrassahs to spread their own distorted version of the religion, some
segments of society did get radicalized. The reasons for radicalization have

been analysed by a number of observers and scholars. fu no single factor
can satisfactorily explain this phenomenon, a number of hypotheses have

been adduced to throw light on the hererogeneity of the classes involved
in terrorist and violent activities. Ziauddin, II a respected senior journalist
of Pakistan, advances poor governance and alienation of the society from
the state as the principal reasons:

While governance was shrinking in Pakistan, multiple factors had kept
spreading radicalization which was occurring on three levels. Firstly, among

lower income groups, mainly in poorly governed areas including the tribal
areas bordering Afghanistan and nearby districts of Khyber Pakhtunkhwa
(KP), as well as parts of southern Punjab and interior Sindh, where poverty,

inequality and loose administrative structures spurred radicalization and

terrorism. Madrassas and network.,;; of militam and sectarian organizations

in these are~IS acted as catalysts, exploiting these factors to further their

eX[f(:mist agendas, leading [0 radicalization and sectarian violence.

Secondly, the levels and trends of radicalization were differem in middle-

income groups. The drivers of radicalisation in urban and semi urban areas,

including cemeal and north Punjab, Karachi, and Hyderabad, in Sindh, the

settled districts of KI~and Kashmir are mainly political. Thirdly, growing

alienation from society is the major driver of radicalisation among upper

middle class ~md the so-called dite in the country.

Prof M. A. Qadeer adds his voice to those who attribute the growing
violence in society to social injustice:

Our currem proneness to violence is the rcsuh of accumulated fnmrations

and sense of injustices arising from widening social disparities, breakdown of

the rule of law, and the increasing irrelevance of laws. People see everybody

that is powerful get away literally and figuratively Wilh murder.
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General Zia's Hudood Law or blasphemy laws-their promised harsh

punishments-have reduced the shock value of violence. Who will cringe

now at the thought of torturing an accused thief if chopping his hands is

the acceptable punishment? Cruelty has been given religious sanction.12

He theorizes that three major fissures have appeared in Pakistan's social
institutions: (i) development of the material culture and underdevelopment
of non-material norms and practices, (ii) disparity between public and
private space, and (iii) imbalance between an imagined and lived culture.
These divisions within the same strucrure, on the one hand, and between
one institution and another, on the other, have resulted in lopsided
modernization and unbalanced development. Modern technology and
consumer goods have been readily adopted by all sections of society yet
norms of punctuality, work ethic, adhering to rules and laws, and efficiency
have not caught on. Expensive and well-manicured homes are surrounded
by garbage-strewn streers, vividly contrasting the overdeveloped private
space with the backward public space. Social life in Pakistan has thus been
simultaneously evolving along two tracks: Islamization of the public sphere
and modernization of the private space and economy. These divergent pulls
explain the strains in Pakistani society.
There is another viewpoint that discounts the growing influence

of Islam in society. According to this view, Pakistani society has gone
through a radical transformation during the past 25 years and the stare
has been unable to adapt itself in to these changes. Akbar Zaidi," the
proponent of this view, sums up this transformation as follows: 'Pakistan
is a modern, dynamic, capitalist country where a dominant indigenous,
badly westernized urban middle class rules. Gone are the days of the feudal
and big landlords with their endless hours of leisure.'
The gap between society's aspirations and state capability is therefore

becoming a source of dissonance and disillusionment. Social classes
excluded from benefits of economic growth are no longer silent spectators
to the games being played before their eyesand have become quite assertive.
Social and electronic media, which have reached even remote areas of
Pakistan, have amplified the sense of deprivation among the majority of
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the population. The stories ofloot and plunder by the ruling classes, highly
exaggerated and spiced up, reverberate in the innumerable tea stalls in
Pakistani villages. Genuine change will not, however, emanate from the

residents of villages, however resentful they may be, but ftom the articulate,
well-informed urban classes.

Prof. Qadeer14 also believes that 'urbanization emerges as a catalyst for
social and economic change and lays the bases for the realignment of social
organization and social relations.'

TRUST, SOCIAL CAPITAL, AND CONFIDENCE

Over the past six decades or so, Pakistani society has become more
fragmented, highly divisive, excessively polarized, and stubbornly

intolerant. Social imbalances, lack of social capital, trust deficit, intolerance,
sectarian rivalries, religious division, and cthnicity have together become
a major stumbling block to economic revival. In culturally, ethnically, and
linguistically homogenous societies, the path to economic advancement is

not strewn with these boulders constricting the way forward. In a deeply
divided. suspicious, and insecure society. the transaction costs become
high and unaftordable. Therefore, the speed of the economic vehicle slows

down. The post-2001 developments have exacerbated these cleavages and
lent fuel to the fires of violence, extremism, radicalism, and terrorism

thtoughout Pakistan. Accepting the negatives and questioning the positives,
and blaming others and not accepting our own responsibility have had
dire consequences for economic rejuvenation. Investors listening to this
discourse feel disenchanted and uneasy about the feasibiliry of their
investment and shy away ftom taking the plunge.

Our belief system is premised on the notion that we as a nation cannot
do anything good ourselves and all that is good happens through others'

goodwill or chariry. A cursory glance at our exchanges-social media chat
groups and drawing room conversations among the educated-reveals that
the preponderant view is that all the scars on our nation have been inflicted
by the forces opposed to us. Extremists and radical elements roaming
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around in our society have been planted, nuttured, and suppotted by those
who wish to destroy us and deptive us of our nuclear capability.

The phobia and excessive preoccupation with the US dominate our
national psyche. Governments in Pakistan are widely believed to be fotmed
and removed by the US. Ordinary Pakistanis, although they have exercised
their voting rights seven times during the past 23 yeats, have nothing to do
with the changes in government. If Pakistan records a growth rate of7 per
cenr or a decline in the levelof poverty, these happy outcomes are attributed
to a fudging of figures but if the same official data shows an inflation rate
of 10-12 per cent, rhese figures are readily believed and used as a stick to
beat the government in power. If the economy turned around in the early
2000s, it was because of the events of 11 Septembet and had nothing to
do with the effortS of millions of Pakistani wotkets, businessmen, andlot

farmers who contributed to it.
We have developed a unique tendency to disbelieve and discount any

good news about our country or OUf people and to exaggerate the negatives

beyond all propottions. Conspiracy theories have become the staple of the
TV talk shows and social media, and it has become difficult to distinguish
facts from fiction. 'Fake news' and 'alternative facts' have emerged as a
recent phenomenon in the US but they have existed in Pakistan for many
decades. Accotding to an observer: 'Conspiracy theory so multi-layered,
versions so contradictory, circumstances so murky. Truth has become a
casualty replaced by convenience, [and] cynicism. Passionately believed
lies that have become so powerful.' Ayesha Jalal15 believes that 'the vast
of majority of Pakistan's literate citizens have opted fot the comfotts of
ignorance, habits of scepticism and most troubling of all, in a contagion

of belief in conspiracy theories.'
This lack of self-confidence spurs indifference, inaction, and an

unwillingness to resolve our national problems. If we have lost control of
the events why should we do anything? What are the repercussions of this
lack of self-confidence and widesptead prevalence of negativity? According
to Samuel Johnson: 'Nothing drains energy more than moaning or having
to listen to a moaner. Your consciousness is highly responsive. If you project
negativity to those around you, these same negarive feelings will reflect
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back to affect you. You will be detived of vitality. Misety, like happiness,
is contagious.'

Prof. Muhammad Abdul Qadeet has vety ably desctibed that this mind-
set reflects the sense ofinsecutity and lack of self-confidence. Accotding to
him, we blame someone who is thought to be pulling sttings Ot ptesume
that conspiracy is the driving force behind many events. It is not only the
default explanation in personal matters bur is onen immediately presumed
to be the cause of adverse national and international events. Lack of
acknowledgement of inaction have become the mainstream thinking in
Pakistan which is the barrier to objective and inductive thought.
A leading psychologist of Pakistan, Zulfiqar Gilani,16 explains the

phenomenon of blind followership in Pakistan and the urge to have a
redeemer to fix societal problems. His analysis of the Pakistani mind-set is
summarized in his article:

In uncertain situations the psychological need to identify with a political

leader, or some ocher figure like a 'Pic', or a person claiming divine

entitlement, is greatly increased. As uncertainty has been quite high

throughout Pakistan's history, the need for such allegiance in the population

is also high. We always seem to be looking for a redeemer, a father-figure

in psychological parlance, someone who will solve all our problems or at

least promise to do so. The emotional need for such a redeemer gets higher

at times when uncertaimy is higher, which is also discernible in the current
political scenario.

\Vhen the allegiance is based on a primitive emotional need for a father-

figure, then it is quite uncritical and blind. The followers idealize their

leader and as a corollary demonize the others. Such blind followership has

significant costs: there is a destructive suspension of the followers' rational

faculties, the common good gets sacrificed for personal gain, rituals of

adulation overtake task-related activities and form dominates substance.

And our 'good' political leaders seem to recognin' this, capitalize on it,

and try to ensure that the blind folJowership continue, and where possible,
leaven that with patronage benefits.
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"Why is trust among people, communities, and regions living in a society or
nation important? 'Trust reduces transaction costs, avoids future disputes

and litigation. eases settlement of contracts. and acts as a lubricant for

facilitating businesses and economic activity.'
Pakistan is among the countries which suffer from a rrust deficit or

low social capital. The reasons for this phenomenon are historical and
structural. As pointed out eadier, the Punjabis and Muhajirs have always
been over-represented in the bureaucracy and the army, the two traditional
bastions of power in Pakistan, and the demographic balance has heavily
tilted towards Punjab in post-1971 Pakistan. With 56 per cent of the
population, the national finances were also distributed using population
as the only variable for allocation. It was perceived by the smaller provinces
that being upper riparian on the Indus river system and holding large
underground water resources, the already fertile lands of Punjab receive
disproportionate benefits from reservoirs and storage dams. The fierce
opposition to Kalabagh Dam, technically and financially a worthwhile
investment, by the smaller provinces represents a clear manifestation of

this trust deficit.
The over-centralized narure of the fedetal government (until the

Eighteenth Amendment), taking over responsibilities that rightly belong
to the provinces, and pre-empting the bulk of the divisible pool of the
national finances, further intensified the disharmonious and conflicted

character of social order in Pakistan.
The ethnocentrism within the country and ethnic tensions within the

provincial boundaries, such as Muhajirs vs Sindhis, Baloch vs Palthtuns,
Saraiki vs Punjabis and Palthtuns vs Hazarawals, are all derived from the
larger struggle for autonomy and fair and jusr allocation of resources.
Sensible solutions equitable for both sides are shelved due ro mutual
mistrust, suspicion, and a perception of an unjust outcome likely to hurt

the community's interests.
According to World Bank research (2005),17 'Fairer socieries offer their

citizensmore public goods, more socialsupport and more socialcapital. Hence
they are more capable of sharing the costsand benefits of improving economic
policies and in turn facilitating consensus building and decision making.'
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What are the causes of this lack of trust and how can this be restored
are valid issues for social sciemists to systematically analyse. Social capital
theory can perhaps shed some light on this subject. The coping mechanisms
for this lack of social capital and trUst needed to be evolved but these
gravicated around narrow parochial interests and self-gratification.

Anothet social notm impeding economic growth is the poor standatd
of work ethics that pervades right from the top to the bottom. Ptomises
and commitments made to customers are rarely kept, deliveries arc never
made on time, COSt overruns and overcharging are commonplace, and the

qualiry of goods and services are by and large shoddy. Attendance and
timely execution of duties assigned, whether of the labourer, teacher, health
worket, or shopkeepet, are the exception rather than rule. The high tejection
rates of Pakistani goods by international buyers, along with delayed delivery
of orders, have edged Pakistan out of several markets.

Lack of professionalism has also become OUt hallmark. The same
medical doctors in the US, who observe the highest ethical standards
and due diligence before diagnosis and prescription, behave in quite the

opposite way even in the best private clinics and hospitals in Pakistan.
The same is true of lawyers, architects, engineers, pharmacists, and
accountants. This malaise has also spilled over to electricians, plumbers,
mechanics. sub-engineers, teachers, and also at the level of workers in
factories, farms, and the construction industry. Short cuts, cutting
corners, misrepresenting facts, adopting a casual attitude. making a fast
buck, and becoming tich overnight by hook or by crook have become
ingrained in our national psyche. Doctors who can issue false medical
certificates. pharmacists who can dispense adulterated drugs, vendors
adulterated food, architects and consultants who are satisfied with
substandard building materials, and accountants who can help the client
to evade taxes, are so popular and widely accepted by the sociery that
people do not realize or care aboUl the material harm being inflicted on
the economy.

The attitude and behaviour of private economic agents operating in
the markets reinforces the above societal norms and contribute to this
destructive culture.
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Niaz MurtazalB believes that this ttust has broken down in the tural
areas because of the peculiar structure of society, and advances two reasons
for the entrenched traits which petpetuate elite politics and hence misrule:

Firstly, it is deeply fractured, horizontally along ethnic and religious lines and

vertically along class and caste lines. This restricts the society-wide flow of the

trust and solidarity so critical for just rule. The fractures cause loss of energy,

mistrust, and friction across sub-groups. Secondly. we mainly produce low-

end goods. In low-end economies, elites require not meritorious but docile,

cheap and loyallabour and suppliersto produce low-endgoods.The rule
of law doesn't suh them. Thus, elites impose the logic of lawlessness and

personalloyalry on society. They hog politics too to further their economic

interests. Voters too don't look for honest leaders but patrons to take care

of them based on social necworks. This is the structure of Pakistani society.

However, it must be conceded that the social milieu in urban areas is

beginning to function relatively effectively with mutual trust, defined
expectations, and common values such as regularity and puncruality.
Why has the past ttadition of grievance and defiance survived so long

after the end of the colonial rule? The patriarchal British rule (mai-bap),
where the subject had to supplicate the ruler for redressal of his grievance,
has left a strong legacy. It may be recalled that British India comprised
several hundred princely states with rajas, maharajas, and nawabs at the
helm dispensing favours to their citizens. At the same time, the defiance
of authority, particularly in the pre-Independence period, has also left its
matk. Gunnar Myrdal, in his exposition of 'the Soft state', 19 has argued
that Indians (which includes Pakistanis) had during the freedom struggle
got so used to breaking rules and flouting laws that this had become a
heroic act of resistance to colonial authority. However, this cultural norm of
violation of law and rules has become a debilitating habit. Indians became
prey to petty corruption on the slightest pretext. 'Individual's autonomy
has been limited not by the state but by kinship ties, caste rules (biradan),
and religious affiliations. The task of modern citizenship was to convert
the partial loyalties of society to a loyalty to the modern, impartial state.'
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Anothet foteign expert on Pakistan, Michael Krepon, comments that

'grievances ate deeply rooted in the Pakistani psyche, political culture,
and national experience'.lo Unfortunately, this grievance-oriented political
cultute focuses on political scote settling. It is hard to move forward

when so much time is spent on the past. Negative outcomes are widely
expected in Pakistan and conspiracy theories exist in abundance, oath real
and imagined.

The Pakistani societal mind-set has to change ftom personalizing the
impersonal, blaming others, conspiracy theories, double-think, hypocrisy,
compartmentalization of beliefs and actions, and the strongman syndrome
(the belief that there is a 'fix' for everything: the use of force, right
connections, or money), to one which encourages work ethics, doing their

jobs professionally, taking initiative and responsibility for their actions,
entrepreneurship, and a go-getting culture. Policies. investment, and
institutions in themselves aren't sufficient in facing the economic challenges
of the twenty-first century as the essential necessity is a change in mind-set,
societal values, and norms.

Society's Resilience

Although Pakistani society has faced so many crises and downturns, it has
invariably rebounded and demonstrated resilience. How this docs happen

and how is Pakistani society able to hold together, notwithstanding its
ethnic divisions, segmented classes, and fragmented institutions? \Vhat are
the factors that maintain its social cohesion?

There are many institutional bonds that hold society together. As referred
to above, family and kinship as institutions top the list. Those who do

better economically have an obligation to share the fruits of their Success by
helping their relatives and looking after the well-being of kin. This kinship

and biradari has strong binding qualities of reciprocal relationships of give
and take with others and brings segmented sections of the society together.

This is apparent in bilateral dealings and exchanges in which formal
contracts and documentation do not figure in business and trade relations.
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The 'parchi' system-an effective method of infotmal exchange-
supervening ovet legally valid documents.

Material culture has been modernizing rapidly, consumption patterns
and mass media have been more open to global influences but business
practices. transactional norms, organizational culture, social relations,

and the worldview have reinvented traditions and adopted modern forms
without incotporating corresponding values and mores.

The evolution of modernizing forces-such as mass-education,
urbanization, and the communication revolution-along with some
gradual changes in the structure of the economy and its associated fallout
are all contributing to this resilience, the most significant being the agrarian
economy, which formed the backbone of the economy. Forty-five per cent
of the population still depends upon agriculture for their sustenance.

Pakistan inherited a land tenure system where the size of their
landholding defined the status and power of landowners. The majority
of the rural population, tenants or landless workers, was economically
subservient to the landlords. This dependence was skilfully manipulated
by the latter to acquire political power. In the absence of any meaningful
efforts at land reforms in the 1950s and 1960s, the social and economic
inequities remained entrenched.

Subsequently, the laws of inheritance led to the subdivision of
landholdings among various heirs and gave rise to the problem of land
fragmentation. The introduction of mechanization, tube wells. and
tractors led to a greater incidence of owner.operated farms. However.
the dependence of landless labour and the peasants-working on these
farms, although diluted by the education of their children-on their
landlords provided a cohesive bond. In times of need, whether marriage
or death, or other occurrences, the landlords do come forward to
help their peasants and workers but extract a heavy price for this. The
beneficiary not only becomes obligated financially but also politically
and would vote at the elections in accordance with the directions of
their landlords.
The economic clout of khans, sartiars. and tribal chiefs have been

receding over time due to the speed of education, urbanization, migration
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to the Middle East, and more democratic forms of relationships amongst
the tribes of the KP.

Having outlined the favourable societal resilience of the above
relationships, the repercussions for the institutions and the economy of
this affiliation and group loyalry are pernicious. Informal networks of

connections, nepotism, bribery, and corruption dominate the bulk of the
dealings and transactions. People are appointed to government jobs not
on merit but to fulfil obligations and promises; contracts are awarded to

those who may not deliver but had helped at the time of the elections;
and criminals are ser free under rhe pressure from rhe local MNAs
and MPA,.

One of the offshoots of this kinship and familial bonding in Pakistan
is the widespread recourse to benami (lit. without name) transactions, in
which the beneficial owner uses wirh ease and fearlessness his relatives and
extended family members to conceal his own identity. Rampant corruption,
tax evasion, drug trafficking, terrorist financing. and other nefarious
acrivities have become possible because of the spread of benamidars. Bank

accounts are opened and operated in the names of relatives, earnings are
diverted to these accounts, and real estate and assets procured through ill-
gotten gains are kept in these people's names so that the acrual beneficiary
avoids being detected. Benami accounts also protect the forfeiture of assets

in the event of a criminal case being proved against the actual owner.
The recent Panamagate scandal has revealed that a number of Pakistani
businesses have transferred funds earned in Pakistan through these means
and transferred rhem ro bank accounts abroad. The investment-CDP

ratio is low in comparison co other South Asian countries where illicit
earnings and rents are reinvested domestically rather than being illegally
transferred abroad. Equities markets are manipulated through the use of
these benami accounts. Nominee direcmcs have also become common-place

in the corporate sector which is retarding progress in the consolidation
and expansion of companies in the formal sector. Economies of scale and
scope do nor kick in because the size of the companies is limited and
partnerships to set up foreign joint ventures are not consummated because
of this fragmentation. Private equiry funds keep on looking for invesrmenr
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opportunities in Pakistan but are conftonted with this phenomenon of
double book keeping and lack of financial disclosUte.
It is only tecently that the Benazir Income Support ptogramme (BISP),

the largest social transfers ptogramme in Pakistan, has been initiated by
the government. Under this ptogramme, unconditional cash transfers are
made to 4.5 million families living below the poverty line. Whether these
transfers will gradually reduce the stranglehold of biradaris, clans, landlords,
and the tribal chiefs economically and politically is yet to be seen. What
is more evident is that the pace of urbanization is weakening these links
but creates a new set of problems. In an entirely new environment, with

no family or kinship support, economic insecUtity hits the poor and lower
middle class income gtoUPSvety hard.

SOCIAL DEVELOPMENT"'

A common metric to compare Pakistan's standing in social indicators in
relation to its peers is its ranking on the UNDP's Human Development
Index (HOI). This index ranks countries on the basis of primary
characteristics associated with an adequare living srandard. In 2014,
Pakistan was ranked I47th out ofl88 countries; despite an imptovement
in its absolute HDI score over this period, Pakistan's relative performance

was not ar all encouraging.
A number of factors are responsible for this low ranking, and that

includes the ptolonged war on tertor, the policy focus on srabilizarion
necessitated by recurrent balance of payments crises, and, more importantly,

inadequate budgerary resources, along with the poor capacity of public
institutions to formulate and implement internally consistent policies
for social service delivery. Moreover, high population gtowth, and
rhe social exclusion of a large segment of the female population ftom
education and the laboUt force also undermined social sector development
in Pakistan.
It won't be fair to place the entire blame for low HOI and the Gender

Parity Index on the state. Societal barriers play an equally important tole
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in the harnessing of talent of the female population which can reduce
gendet disparity, increase female labour force participation, and improve
the delivery of services. At the tertiary level, females now equal or exceed
males in enrolment. graduation, and in achieving distinction. However,
their participarion rate in the workforce still remains dismally low: about
20-25 per cent, including unpaid workers. It costs the state Rs 5 million
to produce a medical doctor and the majority of those admitted to
medical colleges are girls because they are able to secure places on merit
through open competition. Of the graduating doctors each year, only
20-30 per cent enter the medical profession. Female employment in
medicine is resented and therefore discouraged because their economic
independence is construed as an act of disobedience towards their husbands
and in-laws.

One of the powerful forces for socieral transformation is thtough upward
mobility. Umair Javaid" believes that going by anecdotal evidence, the time
period until the 1980s seemed to be one of greater mobility for the lucky
few who lived in Pakistan's cities:

Public education was of a reasonably good quality. land was cheap. and

dignified public- or private~sec[Or employment not impossible to find. It
was still possible co chart a way towards middle- or upper middle-class Slams

in the space of one generation.

Since then, all three things have reversed course. Competition for
good public-sector universities is astronomical and biased towards big-city

students, while high-quality private education is forbiddingly expensive.

Speculators and investors rig the land market, while private-secWf

employment growth is tepid at best. The jobs that are available are often

contractual, poorly protected and low-paying. The military and government

employment remain the last (unsustainable) bastions of intergenerational

mobility, which is exactly why they remain so highly coveted.

In contemporary Pakistan, the father's socia-economic status remains

the most crucial determinant of the offspring's economic position. Basically,

the initial endowment (Of lack thereof) of money, social connections, and

cultural outlook weighs heavily on future life chances.
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Another reason behind Pakistan's poor economic performance is again
linked ro poor work ethics. Zeenat Hisham" observes that:

pakistan has one of the lowest labour productivity rates in the region and

suffersfrom poor work ethics.Anecdotalevidenceabounds regardingthe
viol.rion of ethicalvaluesat the workplaceby all and sundry, from rop ro
bottom in the organizational hierarchy and in all sectors, be it manufacturing

or services, public or private.
Even our parHamentarians and legislators demonstrate poor work ethics.

The average attendance rate at the National Assembly hovers around 20 per

cent, below the minimum quorum of 25 per cent.

In the manufacturing sector, industrialists recount stories of workers'
negative attitudes, inefficiency, irresponsibility, absenteeism, and low
productivity. The workers have their own tales ro tell of employers' harsh
attitude and violation of labour rights. Flagrant disregard for ethical
standards (unaccountability, nepotism, corruption, etc.) by all tiers of
workers and management in the services and public sector are an open
secret. Workers show little respect for the equipment and machinety at

the workplace.
The tendency ro get away with minimum effort and not abide by

the rules is pervasive. The late Dr Akhtar Hameed Khan, renowned
development practitioner, described this trait very aptly as 'chori aur

kaam chori'.

CIVIL SOCIETY ORGANIZATIONS

Civil society in pakistan is dualistic in nature and divided inro two main
tracks: the indigenous and modern. This taxonomy is, however, changing
with the passage of time. A rising middle class has attributes of modernity
while retaining elements of indigenous society, i.e. Islamic conservatism.
This transition has therefore had an impact on the nature of the civil society

organizations (CSOs).
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On one hand, there is a rising group of civil society organizations
comprising a youthful urban-educated population in step with the rest of
the world. On the other hand, at the same time there are many charitable,
relief, and welfare organizations affiliated with religious groups which
have captured the attention of the poor and marginalized segments of
the population. The funding for these religious NGOs is derived both
from local traders and businessmen, as well as oUtsiders. The huge growth
in the number of masjids and madrassahs throughout Pakistan has been
the Outcome of aggressive outreach and activities of non-government
organizations with reJigious affiliations.

Naseer Memon, a Sindhi intellectual, traces the otigin of the ascendancy
of the religious-fundamentalist groups and the spread of their seminaries
in Sindh at the expense of the peaceful and harmonious Sufi tradition
to their relief activities during the floods of 2010. At a time when the
government machinery was unresponsive, these organizations stepped in
and filled the vacuum, endeating themselves to the thousands affected by
the floods.

At the time of Independence, there were vety few non-governmental
organizations, the best known being Anjuman-i-Himayat-ul_IsJam, which
had founded a number of educational institutions for the Muslims.
Relief provision in times of natural disasters and other calamities was also
organized on an ad hoc basis.

Traditionally, professional bodies such as the bar associations, medical
associations, teachers' unions. student unions, labour unions, journalists
associations, chambers of commerce and industry, and press dubs were the

most organized and active civil society organizations. These were followed
by some charitable and philanthropic groups such as the All Pakistan
Women Association (APWA), Rotary clubs, Lions clubs, the Red Crescent
Society, and others. Latet, the Human Rights Commission, Women Action
Forum, Aurat Foundation, and many other advocacy groups were set up.
International NGOS, such as Oxfam, Action Aid, Save the Children, World
Vision, and Amnesty International also established chapters in Pakistan.
A new breed of development NGOS, such a$ national and provincial
rural support programmes, the Aga Khan Development Network, Orangi
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Pilot Project, and CARE Foundation got involved in social mobilization
and community" development projects. The Citizens Foundation (TCF),
Edhi Foundation, Arnan Foundation, and Layton Rahmatulah Blindness
Trust (LRBT) have made a significant contribution in the fields of
education and health care. The government also helped to set up the Ttust
for Voluntary Organizations (TVO), Pakistan Povetry Alleviation Fund
(PPAF), National Commission for Human Development (NCHD), and
Devolution Trust for Community Empowerment (DTCE) with the help of
international donors to fund NGOs and enable community development.
The number has been constantly growing and the curtent roster ofNGOS
and NPOs cover a variety of sectors and activities such as micro finance,
rural and urban development, disaster relief, the environment, and

the like.
The most imptessive manifestation of the spirit of service by civil society

was displayed during the earthquake of 2005. Thousands of groups and
individuals came from allover Pakistan, bringing in relief goods and
volunteering their services. International effort and support too was
overwhelming. Collectively, this timely provision of relief, rehabilitation,
and reconstruction of the housing infrastructure was a great boon to

affected districts in Azad Jammu and Kashmir (AJK) and KP.
The lawyers' movement in 2007-08 against President Musharraf's

decision to force Chief Justice Iftikhar Chaudhry to resign from his
post is considered a remarkable success of the strength of civil sociery.
However, the subsequent misbehaviour of a group oflawyers threatening
and intimidating judges created a great deal of disillusionment amongst
the public at large.

Business groups, such as the Federation of Pakistan Chambers of
Commerce and Industry (FPCCI),Lahore Chamber of Commerce and
Industry (LCCI), Karachi Chamber of Commerce and Industry (KCCI),
All Pakistan Textile Manufacturers Association (APTMA), and others are
quite active and vocal but they are generally perceived to be lobby groups,
promoting their own businesses and protecting their narrow self-interest
rather than bodies engaging in non-partisan national economic dialogue
and policy development. The Pakistan BusinessCouncil (PBC), established
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a few years ago by the largest business groups in Pakistan, seeks to diverge
from the normal business lobbying and present well-researched analysis on
critical issues facing the national economy.

I. A. Rehman" provides an explanation for the weaknesses of these
associations and civil society organizations:

The climate of suspicion, hate and intolerance (that any witch-hum

generates) suppresses not only dissent but also free thinking. Ordinary people
become afraid of associating with fellow beings. Society stops receiving the
benefits of productive associations, assemblies and collective endeavours.

In a way. the persecution of individuals or groups for their racial identity
or political views dehumanizes society to an extent that it consumes itself
within a short period.

Concerns have been expressed in the recent years at the government's
rigorous scrutiny of NGOs and the strict approval process. This became
necessary to screen and purge organizations engaging in terrorist financing.
These steps have not been welcomed by the civil society organizations and
an analyst described this process in the following terms:

Space for civil society, civic spaces in general, are under threat both by
the state as well as by extremist forces within our society. The intensity
of aspersions cast on the agendas pursued by members of civil society has
heightened and uses the same surveillance apparatus of the state institutions
that is used to check terrorism.

Civil society faces new challenges of registration, particularly since
October 2015 when a new NGO policy was announced. The policy gives
powers to the interior ministry and intelligence agencies to review NGOs'/
INGOs' registrations on the basis of their work and financing ... Registration
has become a horrendously slow process, and deadlines for registration have
been extended several times, Overall, civil society organizations have to work
in an extremely insecure milieu.26
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The role of the media in society has also attracted a gteat deal of attention
since the explosive gtowth of TV channels in Pakistan initiated in the
early 2000s. Ironically, it was a military dictator, generally known for their
tendency to suppress the freedom of expression and nurture an intolerance
of dissent, who permitted the breakup of the monopoly of state-owned
Pakistan TV and allowed private channels to enter the electronic media
field. Pervez Musharraf also permitted cross-ownership of the media,
resulting in severallarge and powerful gtoUPSto dominate the industty. The
proliferation of channels and the rating war for eyeballs had unintended
consequences. Rather than performing the role of a watchdog and keeping
a vigilant eye on the actions of the government, the owners have aligned
themselves with different groups or parties. Many allegations have been
circulating about the integrity of well-known TV anchors, some of whom
have a large following and viewership and thus influence, directly or
indirectly, public opinion. Only those columnists, anchors, and discussants
are popular who portray highly negative and pessimistic views and paint
doomsday scenarios. Those who present a more balanced and even-handed
picture do not find any space or place. This malaise has spread like wildfire
and has become an integral patt of the national psyche. Students in higher
educational institutions trot out the same arguments in their term papers
and debates that they have heard on TV and read in the newspapers without

verifying their authenticity.
The other problem that has intensified as a consequence of the influence

of the media is the highly cynical and negative mind-set of the majotity
of our population. If anyone says or writes something positive, sthe is
taken to task for either having a personal agenda to ingratiate him/herself
with the government or already being on their payroll or that of the lSI.
The persisting gap between the promise and performance of successive
governments seems to have contributed to a lack of credibility and belief.
The insecurity of the state generated by the experience of the separation
of East Pakistan is another factor which drives our thinking. Pakistan's
subservience to the US, Saudi Arabia, the IMF, etc. over time has also given
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credence to the theory that the policies are being dictated by others and we
have no control in shaping the events. A general feeling of helplessness and
vicrimhood has saturated the social discourse in Pakistan.

The ptint media is no diffetently perceived. One of the leading editots,
Ejaz Haider,27 has the following views about the op-ed pieces in the
newspapers:

Most of those writing in newspapers are hoodwinking readers by presenting
feelings, passions and desires as serious analysis. The blame must lie wich

editors for printing such pieces. The only place for most such pieces is the

editor's pike. The dustbin is what I reserve for those pieces that combine

some half-baked analysis with what I call roving subjective prose.

A vetetan editot, I. A. Rehman points Out:" 'The media has developed
a persecution syndrome that has bred an exaggerated feeling of self-
righteousness on the one hand and an aversion to self-criticism on
the other.'

Author and journalist Zahid Hussain writes:

The rise of the power of the electfonic media works as a double-edged
sword. While being the most effeccive means of disseminating information

and for inculcacing social and political awareness in all segments of society

that are within its phenomenal reach, it is also often used as an instrument
for disinformation and falsifYing the facts.

Powerful demagogues in control of the mike. and owners of channels only

interested in getting high ratings have brought into question the credibility

and professionalism of the electronic media. This new and dangerous

trend of media vigilantism raises questions about the misuse of freedom of

expression endangering the lives and freedom of others. It has become much

more imperative now than ever before to enforce a code of ethics to protect

the hard-earned freedom of press and democratic rights.29
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Pakistan ranks at the bottom rung among the developing countries in the
Global Gender Index. Disparities between males and females are entrenched
in the legal, cultural, and social milieu, and it has been an uphill task to
overcome the many obstacles that are faced by the women in their day to
day lives. Honour killings, acid attacks, and rape are some of the social evils
in Pakistan which have attracted worldwide attention as violations of human
rights. Notwithsranding these enormous difficulties, it must be admitted
that Pakistani women have made a significant progress over the last seven
decades but the wide gender gap has yet to be significanrly lowered, let
alone bridged. Women's participation in the labour force is dismally low:
only 22 per cent in COntrast10 66 per cent by men and that 100 largely in
the ruta! areas as unpaid family workers. This low participation in economic
activity is attributable to lower educarional and literacy rates (only 32 per
cent have a higher secondary or higher educational qualification), they
shoulder a reproductive burden, care-giving, and household responsibilities,
and restrictions on mobility.

There are socially induced discriminatory practices in hiring women
and paying compensation for their contribution. Even in caseswhere both
males and females have the same educational qualifications, women are not
seJected for the job because the employer thinks that they will not stay long
and any training imparted to and investment made in them is likely ro be
counterproductive. They are not offered permanent or regular employment
but are hired for contractual positions. Consequently, they do not receive
any social security, or medical and old age benefits. The wage gap is also
wide and women get paid around 40 per cent less than male employees
for the Same kind of work. Their career advancement prospects are also
poor as they do not form part of the organizational hierarchy and are not
trained 10 shoulder higher responsibilities. Research has also shown that
a hostile work environment, harassment at the workplace, social norms
discouraging daughters and daughters-in-law from seeking employment,
and lack of safe public transport are also important impediments in the
way of higher female participation in the labour force.
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Recent trends in tertiary education and professional education, such as

medicine, are highly encouraging as girls outstrip the boys in enrolment
as well as in obtaining top positions in the examinations. Although they

acquire the skills and training and are generally believed ro be more hard
working, the tension in balancing marriage, child rearing, and a career acts
as a deterrenr. A frustrating practice for policy-makers is that millions are
spent on training a medical doctor over a six-year period but a majority
of the female doctors tend to \yithdraw from the profession once they get

married. Although it is rewarding for the individual to have succeeded in
the marriage market, the loss to the society is huge in terms of financial

cost, the foregone opportunities for others who would have stayed on in
the ptofession, and the continuing shortage of qualified female medical
practitioners sorely required in conservative communities, and particularly

in the rural areas.
The Punjab Commission on Status of Women presents an updated

picture of gender disparities in its latest report.'"

Out of rhe 146 Punjab MNAs (general sealS), only four (2.8 per cent) are

occupied by women. In rhe Punjab Assembly, rhe 303 MPAs (general sealS)
include only eight (2.6 per cent) women and only four (14 per cent) are

members of the Cabinet of 31.
Female life expectancy has risen to 66.9 years, below the life expectancy

for men at 67.7 years while the total fertility rate is still high compared to

other neighbouring countries. Women have a lack of access to healthcare

facilities.
Female literacy rate has risen to 55 per cent in 2014-15 compared to the

male literacy rate of around 70 per centi the net enrolment rate for girls is

67 per cenr (the ratio for boys [is] 73 per cent).
The labour force participation rate for women was a mere 27.8 per cent

(for males it was 69.4 per cent); the highest female labour force participation

rate-22.8 per cent-is in agriculture (for males [it is] 49.1 per cent); almost

75 per cent of women workers are denied the minimum wage.

Of rhe 60 Lahore High Court judges, only three (5 per cent) are women;
of rhe 1,703 judges in rhe disrrict judiciary only 260 (14.5 per cent) are
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women; there are three female police stations out of a total of 709, [and}

there were 7,313 reported cases of violence against women.

SUMMATION

Pakistani societal norms and values of kinship, biradaris, and rribal and
feudal loyalty have been a source of support in times of adversity, crises,
and problems but have had a detrimental effecr on the evolurion of
the formal, structured, state-centric institutions of governance. In the
initial post-Independence period, the sense of newly acquired freedom
transcended all other feelings of ethnic, linguistic, and/or provincial
division but these soon faded because of a series of political developments.
Trust and social capital have eroded, religious and sectarian differences
have come to the fore, and the strands that constituted the thread of

nationalism has begun unravelling.
Social development did not receive much attention and resources and

therefore Pakistan lags behind all its neighbouring countries in the human
development indicators. Gender disparities and low female labour force
participation rates are stifling the realization of Pakistan's full potential.

Civil society organizations have become active and some of them are
making useful contributions in education, health, and other fields but
new restrictions are being placed in their path which may ptove to be a
detetrent in rhe expansion of their activities. The media, freed up and in
private hands, can act as a watchdog on the executive and legislature but
has developed unhealthy practices of rivalries, sensationalism, negativism,

and partisanship.
The institutional landscape cannot be organically nurtured until the

disconnect between the prevalent societal values and norms and the
ingredients upon which the institutions thrive is bridged.
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Federal and Provincial Governments

QestiOns such as state vs market, public vs private sector, and
neoliberal vs intervenrionist, usually framed in terms of binary
divisions, are not only unhelpful but have created confusion

and tenslOn, and have promoted adversarial relationships in Pakistan.
These oversimplifications and reductionist labelling have moved the
discourse away from the synergetic and symbiotic energies that can be
generated by a more collaborative and cooperative approach to steering
public policy. In the real world, there are a large number of variants
of governance structures and models in which the state, markets, and
increasingly civil society play different roles. From the Nordic model
to Social Democrat to Anglo Saxon, to the East Asian versions, there is
a continuum of functions that are performed by the state, society, and
markets in varying degrees. There are broad or narrow grey areas between
the extreme white or black that the binary classifications represent and
there is no clear demarcation of boundaries fixed for all times to come.
Pakistan itself has undettaken several experiments over time. Beginning
with a benign state promoting the private sector in the earlier decades, to
spearheading the nationalization of private industries, banking, insurance,
and educational institurions, there is currenrly a widely held consensus
about the respective roles of the state, the private sector, and NGOs. There
is now a broad agreement that a government in a developing country

has to:
(l) provide external and internal security for the people
(2) collect taxes
(3) manage the public finances
(4) conduct foreign affairs

157
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(5) maintain a stable macroeconomic environment including a sound
and healthy financial system

(6) make available the basic infrastructutal facilities
(7) develop an education and training sysrem capable of supplying

the skilled manpower required by the nation, provide basic health
facilities, drinking water, and sanitation

(8) encourage and also undertake research and development and
promote new technologies, innovation, and entrepreneurship

(9) ensure an enabling regulatory framework for the private sector and
communiry participation in development

The 'Introduction' has already dwelt upon the relative roles of the market,
the state, and society. To recapitulate, markets are efficient in producing,
exchanging, and trading goods and services and allocating scarce resources
but in doing so, only those who are already well-endowed are rewarded.
They do not necessarily benefit the uneducated, poor, handicapped, and
unskilled on whose behalf the state has to step in by taxing a fraction of
the incomes earned by the well-endowed and transferring that to the less
well-to-do through public expenditures on education, skill upgradation,
healthcare, drinking water, sanitation, and social transfers. The state also
has to regulate the markets to ensure that competition and not collusion
prevails in the marketplace, consumers are protected, health, safety, and
environmental standards are observed, and that a level playing field is
ensured for all those participating in the market. Society has ro play the
role of maintaining vigilance on the state and market institutions and also,
wherever possible, participate in the provision of social services such as
education and health.

Technological advances have made it possible to reorganize and unbundle
integrated activities into components that can be transformed from public
monopolies to competitive market structures. Telecommunications and
electricity generation and distribution are two such examples which used
to be state-owned monopolies. Now, however, the integrated utility model
has been broken up and there is competition in both these sectors among
privately owned companies benefiting consumers in terms of access,
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coverage, and pricing. The long gesrarion of years ro obrain a fixed line
phone connecrion, requiring favours on rhe parr of rhe provider or paying
bribes, has been replaced by access ro insranraneous phone connecrions at
a fracrion of the prices charged by the srate-owned company.
In educarion and healrh, there is an obligarion by rhe srare ro ensure

these services are available to citizens as a matter of right. However) the
private seeror,philanthropic organizations, and NGOs have gotten involved
in providing rhese services in addition ro the srare. The fee voucher system
adopted by the provinces has enabled children from needy families ro
arrend private schools financed by rhe stare.

There has been a conrinuing process of learning over rime regarding
rhe various a1rernate ways of delivering services which used ro be in rhe
exclusivedomain of rhe governmenr/public sector.Today,a variety of mixed
models of public-privare parrnership, public-NGO partnership, private-
NGO partnership, and public-privare-NGO partnership exist in Pakistan.
The exisrence of rhese models negares the views of those who believe in the
sharp bur arrificial dichotomous division between rhe srare and rhe market
or the srate and society.

Pakisran has been characterized since Independence as a highly
cenrralized unirary srare rather than a rruly federal form of governmenr.
The unificarion of four provinces-Sindh, Punjab, Balochisran, and
the NWFP-wirhin a single unir, West Pakisran, from 1956-70 was a
clear manifesration of rhis rrend. The military governmenrs also found it
convenienr ro have a unified sysrem of command and conrrol wirh which
rhey were familiar and comforrable. The dynasric narure of polirics also
reinforced rhe rendency during rhe tenures of rhe elecred governmenrs
as the leader of the party enjoyed and exercised exceptional powers. The
1973 Consriturion had two separare lisrs, i.e. federal, and concurrenr, for
legislative purposes. The concurrenr lisr, for which rhe federal governmenr
took mosr of rhe iniriarive, remained in force unril 20 I 0 and was omitted
from the Constirurion under the Eighreenrh Amendmenr.
The Constirurion direcrs thar the execurive powers be exercised by a

three-rier sysrem comprising rhe federal, provincial, and local governmenrs.
The federal governmenr is headed by rhe prime minisrer and assisted
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by a cabinet ot council of ministers who are given portfolios to run the

ministries concerned with specific state functions.
The federal government, after the Eighteenth Amendment, comprises 27

ministries and 35 divisions (excluding the president and prime minister's

secretariat), 210 autonomous bodies, and 157 attached departments,
corporations, companies, councils. institutes, and subordinate offices. The
total number of employees in the federal secretariat, attached departments,

and subordinate offices and autonomous corporations in 2014 was
830,4 59. Table 6.1 below provides a fullher breakdown of these numbers.

Table 6,1: Federal Government Employees 2014

Source: Government of Pakistan, Establishment Division, Census of Employees 2014

Secretariat 18,102 Percentage

Grades 1-16 14,866 82.2

Grades 17-22 3,236 17.8

Attached Departments 426,419

Grades 1-16 407,036 95.6

Grades 17-22 19,382 4,4

Autonomous bodies 385,939

Grades 1-16 319,029 82.7

Grades 17-22 66,910 17.3

Total no. of federal employees 830,459

Grades 1-16 740,931 89.3

Grades 17-22 89,528 10.7

Among rhe 444,521 employees serving in the federal secrerariar and rhe

attached departments, the cadre of the officer class (BPS 17-22) comprising
highly educated and trained ptofessionals accounts for only flve per cent of
the total workforce while the subordinate or supPOll staff accounts for the
majority, i.e. 95 per cent. This skewed distribution of the federal workforce
betrays the inadequacy of capable expertise in Pakistan's highest policy-
making apparatus. The situation is better in the autonomous bodies where

17 per cent of the staff is from the officer/professional class.
This highly skewed composition of federal employees, which is mirrored

in the provincial governments, reveals the relative importance oflow grade
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employees who are neither educated, rrained, nor motivated but enjoy vast
discretionary powers. The staff work done by them is shoddy, inconsistent,
and rarely ever reviewed by their superior officers which is why decision-
making is of very poor quality. The increasing tendency to challenge the
decisions of the executive in the tribunals/courts, etc. by rhose aggrieved
confirms the general dissatisfaction with government functionaries.
The federal government has taken the tight step of transferring education

(except higher education and curriculum), health, agriculrure, labour,
social welfare, population welfare, and local government to the provincial
governments. However, the arrached departments and autonomous bodies
have been retained and there has been no systematic study regarding those
that need to be retained at the federal level and those that could usefully
be transferred to the provinces. Some of the federal ministries dealing with
these subjects have re-emerged in different forms, such as the ministry
of higher education and training, ministry of food security and research,
and the ministry of national health services regulation and coordination.
There is no logic for fully-fledged ministries for these subjects, and the
ministry of inter-provincial coordination should have been strengthened
with the expenise in these areas to work as rhe secretariat of the council of
common interests.

The national council of ministers, comprising the federal and provincial
ministers working under the aegis of the Council of Common Interests
(CCI), should formulate the narional policies for these transferred subjects.
The federal government would retain responsibilities for international
relations and inter~provincial coordination in these subjects. In this
way, the number of federal ministries can be cut from 27 to 18 and the
number of divisions from 35 ro 23 through mergers, creation, transfer,
and abolition. In view of the new challenges that are facing Pakisran, some
new ministries-such as ministries for energy, technology development,

regulatory affairs, human resource development. social protection.
infrastrucrure development, and special and underdeveloped areas-should
be set up by merging or disbanding some of the existing ministries and
replacing others. The autonomous bodies can be regrouped into 177 bodies
and rhe number of executive departments reduced to only 70 under the
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federal governmenr. All orher bodies would be merged, privatized, wound
up, liquidated or transferred to the provincial governments.

The performance of the federal and provincial governments in the eyes
of citizens is extremely unsatisfactory. PILDAT has conducted a nationwide
survey of the quality of governance indicators annually since 2014. These
include delivery of services, transparency, law and order. infrasrrucmce,
civil services, and others. The PILDAT Survey of Public Opinion for
20 I6 shows that the respondents rate 10 out of 27 'qualiry of governance'
indicators of the federal government positively in comparison to only 6
indicators in 2015. The overall trend of public approval remains negative.

Governance in Punjab is rated nationwide as the highest across all
nationwide respondents with 67 per cent approval ratings. Kp, with a
positive rating of 38, was the second, while Balochistan and Sindh ratings
were 26 and 25 per cent respectively.

The respondents from KP, however, positively rate 18 out of25 qualiry
of governance indicators, the highest, followed by Punjab (i 5), and
Balochistan and Sindh respondents rated only 12 indicators positively.

Transparency and anti-corruption, merit-based recruitment and

promotions, and quality and independence of civil service get consistently
low scores, indicating very negative perceptions about these indicators for
the federal, Punjab, Kp, and Sindh governments. Curiously, transparency
and anti-corruption indicators for Balochistan are favourably rated.

According to the Survey, the armed forces remain the most trusted
institution in PakiStan with an approval rating of76 per cent, followed by
the Supreme Court/High Court (62 per cent), National Assembly (58 per
cent), and electronic media (54 per cent). Police has the lowest public trust
with an 18 per cent approval ratings.

The election commission, civil courts, political parties, NAB, and

government officers are rated low.
How can these public perceptions be changed? Introducing transparency

through simplification of rules and regulations, codification and updating,
and wide dissemination through e-governance tools such as a dynamic
website, information kiosks, and online access to the government
functionaries can help in enforcing internal accountabiliry standards while
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at the same time making it convenient for citizens to conduct hassle-free
transactions. Sttong pressure from otganized civil society advocacy groups
on specific sectors Ot activities from the media, the political parties, the
private sector, and think-tanks can also compel the government departments
and ministries to become more accountable in their functioning.

In light of the Eighteenth Amendment to the Constitution and the
decline in the shate of the fedetal government from the tHvisible tax pool,
it is important to revisit the size, structure, and scope of the responsibilities
of the federal, provincial, and local governrnents. The overlapping and
duplication of functions and responsibilities between different ministties/
attached departments/autonomous botHeswithin the federal government
need to be analysed. The relationships between the secretary of a ministry
and the heads of the executive departments and autonomous bodies
for disposal of business have to be redefined. The hierarchy within the
ministry/division has to be trimmed. Fewer hieratchical tiers, delegation
of highly centralized decision-making, and introduction of e-governance
would save costs and recurrent expenditure. Some organizations, such
as the State Bank of Pakistan have made intelligent use of IT tools and
improved their efficiency. Measures to computerize records and processes
are sorely needed. Besides bringing ttansparency and efficiency, taking
away discretionary powers from lower-level state officers would reduce
the incidence of speed-money. The move to transfer the regulatory bodies
from the cabinet division to the line ministries is a retrogressive step and
must be reversed.

The origin and persistence of the circular debt that surfaces periodically
to destabilize the economy is a clear manifestation of the lack of clariry
in regard to the location of responsibility in a ministry/agency. There is
therefore, for instance, a shifting of blame from the ministry of water and
power to that of finance and vice versa, and even within the ministry of

water and power, among a myriad of agencies. Accountability for results
and performance, or the lack of it, cannot be established when more than
20 different entities are involved.
The role of the planning commission, a body responsible for the long-

term direction of the economy, formulation of policies, programmes, and
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development projects, resolution of inter~ministerial claims in priority-

fixing, allocation of tesoutces fot these development ptiorities, and
monitoring implementation, has weakened over time. A silo mind-set
characterizes the current dispensation and the allocation of resources out of

the public sectot development programme (PSDP) is simply a reflection of
this mind-set. Poor design, cost overruns, and delays in project completion
undermine the benefits of development projects. The recent move to

transform the commission into a think-tank for policy formulation and

moniroring implementation is a salutary step.

IMPROVING INTER-MINISTERIAL COOPERATION

During Ayub Khan's governance, the powers of the federal secretaries were
enhanced and decision-making concentrated in their hands. Divisional

commissioners in Wesr Pakistan still enjoyed some powers and capable or
competent individuals rook initiatives and exercised their powers in the

best interests of citizens. The administrative reforms of 1973 broke the
back of the civil service and the powers enjoyed by the federal secretaries
were diluted. The tendencies of over-centralization, personalised decision-

making, and listening to the views of a small coterie of loyal officers have

become entrenched.
Routine decisions taken by federal secretaries are now made by the

prime minister and the chief ministers. Civil servants who have the
right connections, the gift of gab, and can impress through power-point
presentations, (and) or are obsequious win the day. Deeper analysis and
scrutiny of the issues under consideration from different perspectives

arc shunned.
The secretaries' committee can play an important role in overcoming

these flaws. They can provide a common platform for exchanges of views
and the presentation of different perspectives, whether legal, administrative,
financial, or technical, on the policy issues or individual transactions, as
the case may be. This eliminates unnecessary movements of files from
one ministry to another and consequent delays in decision-making.
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The knowledge of individual secretaries about the subject matter and
appreciation of the constraints are much enhanced when they are exposed
to different viewpoints, and this will have a positive impact on their
decision-making capacity. The cabinet committees and rhe cabinet will
not be overloaded because many decisions would have been raken by the
secretaries' committee and their quality of work, the speed of disposal,
and focus of attention will be much superior to the current practices.
The agenda for the cabinet committees would therefore be limited to
unresolved issues alone, i.e. to issueswhere the differences still persisr and
a consensus has not been reached by the secretaries. To ensure that these
powers are delegated and exercised, a few prior actions need ro be taken to

smooth the way.
First, the security of tenure for all government officers should be

observed in letter and in spirit. If a secretaty is appointed for a term of
three years he cannor be transferred arbitrarily at the whims and caprices
of the competent authority. The reasons for removal should be given in
writing and the affected person will have the righr to challenge this decision
in a court of law. The Supreme Court has already given its verdict on
this issue in the Anita Turab case.1 All that is necessary is to comply with
it in the future. This will impose an obligation upon the authority to
carefully select a person suitable for the job, to agree on the performance
indicators, and to monitor the ptogress against these. The present practice,
where as many as 14 secretaries were appointed and transferred within
a period of five years, has led to demotivation, demoralization, political
alignments, corrupt practices, and poor outcomes. Lack of continuity of
the principal accounting officers and absence of any checks upon their
performance' are the root cause of poor decision-making, and a sense of
inertia and indifference. Delegation of powers would not work in such a

working environment.
Second, the rules of business confer enormous discretionary powers

upon the prime minister and the chief ministers. In a parliamentaty system,
the cabinet is responsible for collective decision-making. As practised, the
present system has made the ministers ineffective in exercising their powers
as all summaries have to be apptoved by the chief execurive. A rebalancing
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of the powers between the Prime Minister/chief minister, minister,
and secretary needs ro be immediately evolved ro curb this unhealthy

tendency of excessive concentration of powers in a single person. All eyes
are focused and all approaches made to that single individual negating
the accepted principles of collective decision-making and delegation
of powers.

Third, a corollary to the excessive concentration of powers in the
hands of the PM/chief minister has been the dominance of the principal
secretary to the Prime Minister (PSPM)/chief minister as the most powerful

individual in the government. These parallel secretariats, in which all the
summaries/proposals submitted by the line ministries/departments are
again reviewed by junior officials of the PM secretariat, needs ro be trimmed

down to a few experienced officers/advisers in the PM's office. There is
no need to second guess the judgment and wisdom of the secretaries ro
the government.

Unlike the provinces, the federal government does not have an officer
equivalent to the chief secretary who can cootdinate among different

ministries of the government and also act as the head of the civil service.
This role used ro be played by the cabinet secretary in the past but has
been weakened over time with the gradual empowerment of the private
secretary to the Prime Minister. There is a need to appoint the senior-most
civil servant as the cabinet secrerary, who will play the coordinating role

and also attend ro the welfare and problems faced by the civil servants.
The secretaries comminee should also be revived to settle inter-ministerial
issues which are now routinely taken by the cabinet and its committees.

The fifth step is to weed our and purge all the existing manuals and
rule books of redundant and superseded rules, circulars, directives,
and instructions. An exercise was done for Estacode and an updated
establishment manual has been prepared. The ministry of finance has
also updated all the financial rules. Uploading these manuals and rules on
the websites of the respective ministries/departments will go a long way

in bringing about transparency and reducing the discretionary powers
of the lower functionaries. Some corrupt practices occur because the
information about rules and regulations is hoarded by a few individuals
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who take advantage of this opacity fot theit self-aggtandizement. An open
and trans patent system will help minimize such ptactices.
Sixth, the system of financial advisets (FA) fot each ministry in the

federal government has proved ro be a major stumbling block in orderly
decision-making and efficient utilizarion of budgetary resources. The FA
office virtually enjoys veto power in maners of expenditure and although
the secretary is accountable for results, slhe cannot do very much as
overruling the FA will entail all manner of sancrions. The re-designation
of the FA as chief finance and acCounts officers is just window dtessing.
The training, mind-set, and skills of these officers have to be altogether
altered. Eligibility criteria and job descriprions should be drawn Out for
these jobs and suitably qualified persons appointed to these positions with
specific terms of reference.

Because of frequent changes in senior policy positions,. the ministry
tends to lose the institutional memory, continuity, commitment, and thrust
of policy. Policies suffer from a lack of complementary changes in rules,
structural arrangements of the implementation mechanism, and absent or
inadequate budget provisions.

REFORMING PuBLIC ENTERPRISES

According to the Asian Development Bank' assessment, there were 191
public enterprises employing about 420,000 workets, which aCCOUntfor
10 per cent of GDP. The total assers of these enterprises in 2014 were
Rs 9.4 trillion or $9.4 billion. The ours tanding debt and liabilities were
Rs 665.9 billion or 2.2 per cent ofGDP. Pakistan Railways and rhe power
distribution companies together employed over half the total number of
workers in the public enterprise sector. These, along with the Pakistan
Steel Mills (PSM) and PIA, are responsible for the losses and the subsidies
provided by the exchequer. The magnitude of the subsidies (explicit and
implicit), concessions, financing, losses underwritten. bank borrowing

guaranteed by the government, foreign loans for all the state-owned
enterprises. companies, and entities and corporations owned and managed
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by the federal and the ptovincial governments has never been computed
but for the federal government alone this would run into almost $6 billion.

Pakistan was among one of the few developing countries in the
early 1990s which initiated the process of privatization of state-owned
enterprises. Between January 1991 and September 2015, as many as 172
transactions were completed yielding Rs 649 billion (about $6.5 billion).

Successive governments since 1991 have pursued the same policy
and the results have been quite impressive in several sectors. Since then,

technological advances that made competition possible in industries that
were previously considered to be monopolies has negated the concept of
retaining vertically integrated monoliths designed to benefit from presumed
economies of scale. The shining example is that of telecommunications
where a single public sector corporation, PTCL, enjoyed a monopoly of
telephony services and the results were disastrous in terms of coverage,

service, and pricing. Since the breakup of this monopoly and the entry of
the private sector, introduction of mobile technologies, and transparent
auction of spectrum, there has been an unparalleled upsurge in the services

provided by the sector.
The banking and financial services, and cement and automobile sectors

have performed extremelywell and atttaeted substantial investment both ftom
foreign and domestic investors after privatization. For example, HBL and
UBL were given a capital injection ofRs 41 billion to compensate for their
lossesunder government ownership. Since 2005, after they were privatized,
both banks are paying dividends and corporate tax to the government and
the residual value of government shares has risen several-fold.

There was a setback to privatization in 2006 after the Supreme Court
nullified the Pakistan Steel Mills transaction. Most estimates ptepared by
independent analysts have placed the losses incurred by the Steel Mills in
the past fewyears at around Rs 100 billion. The private buyers had planned
to expand capacity to 3 million tonnes, which has remained elusive under

public ownership.
Had these public enterprises been providing satisfactory services

and adequately catering to the needs of the general public, this burden
being borne by the taxpayers could have been defended. However, their
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performance and service standards are so dismal that they have bedevilled
the lives of ordinary citizens and proved to be a disruptive element in our
economic development.
Notwithstanding the stark evidence of the financial haemorrhaging

caused by these corpOtations, why has the privatization process stalled for
the past five years?There ate at least three factors that explain this.
First, there are well-meaning Pakistanis who are genuinely apprehensive

that these assets will be sold to the cronies of the people in power at
throwaway prices at a huge loss to the economy. This is a legitimate concern
but can be addressed by conducting the sale transparently, in full public
view of the media. Oversight by parliamentary committees and the scrutiny
of the judiciary and the media should minimize cOtruption.
Second, the ministers and the bureaucrats in charge of these

cotporations enjoy much power, influence, and illegalreward by controlling
appointments, transfers, and postings, the award of contracts, and the like.
In other words, these enterprises are a source of political patronage and no
one would wish to forgo this. This problem too can be resolved by taking
these powers away from the ministries and placing all rhe corporations
under an independent holding company responsible to the cabinet division
and accountable to the parliamentary committees. Only those that are
of a strategic nature should be retained under the direct control of the
ministries concerned.

Third, many Pakistanis are opposed to privatization on the ground
that the sale of the 'family silver' will result in further concentration of
wealth and growing inequities, unemployment, and mean higher prices for
consmners. Empirical evidence shows that a sttong regulatory agency with
competent manpower and enforcement capacity can ensure competition
and ensure that consumer interests are protected and the shares divested
are distributed to a broad ownership.
There is ample evidence to suggest that under public ownership, there

are fev..r incentives for efficiency, returns on investment are low, and in some
instances, they conttibute to huge fiscal deficits. Overmanning, favouritism,
and nepotism in appointments and awards of contracts are a common
feature. PIA, Pakistan Steel, and distribution companies (DISCOS) are
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incurring losses to the exchequer of up to twOper cenr of the GOP because
rhese organizarions have been caprured by rheir workers, managers, and
their political and bureaucratic supervisors.

Public secror enrerprises and corporarions should be revisired and
regrouped into those that have to be retained as such for strategic reasons
and rhose rhat need to be ptivatized, liquidated, Ot metged. The decision
should be guided by ptagmatic considetations rather than for ideological
and dogmatic reasons. A hundred of these entities, Le. public corporations,
are running businesses or supplying services. They include some large
money-guzzlers such as the Water and Power Developmenr Authority,
the Oil and Gas Development Co., Pakistan Electtic Power Co., Pakistan
Steel, the Trading Corpotation of Pakistan, PIA, National Bank, State
Ufe Insurance, etc. Most news stories about the alleged losses incurred
by nepotism and favouritism, etc. are not coincidenrally focused on this
group of corporations.

Some of them are utilities and enjoy monopolies. Notwithstanding the
existence of regulatoty agencies in Pakistan it would not be advisable to
transform public monopolies into private monopolies.

In the evenr of it being decided to retain the public ownership of a
company for strategic reasons, the underlying principle for guiding
public-sectot corporations should be rhe separation of policy control and
operational and financial control. To illustrate this, let us assume that
Pakistan Steel would continue to remain within the public sector. The
ministty of industries should then exercisepolicy conrrol over the company
by (a) appointing a board of directors and a chairman of the board, (b)
assigning policy objectives or production targets to be achieved during the
year, (c) appoinring the chief executive of the corporation for a fixed tenure,
and (d) holding the board accountable for the results. To exercise the rights
of ownership, the government should nominate appropriate persons on
the boards and appoinr the chief executive but the ministty should not
interfere in (he company's day-to-day operations. The government can
communicate the parameters of policy and performance, as well as hold
the company accountable for the results, but it is the board of governors
that should monitor and oversee its operations.
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If the Boards are saddled wim too many bureaucrats representing
various ministries, then mere won't be much qualitative difference between
the direct Control of the ministry in-charge of the public enterprise and
the board so constituted. Independent non-executive directors who
bring experrise and knowledge in me areas of finance, accounting, law,
strategy, marketing, and sectoral experrise should be invited to serve on
these boards.

The board would be responsible for setting the direction and
implementation of government policy, approving strategies, internal
policies and procedures, annual business plans and budgets, and monitoring
performance. It would enter into a performance Contract at the beginning
of each financial year with the chief executive. An annual reporr would
be presented on whemer the guidelines or targets Wereachieved and the
reasons for the shottfall if they were not. This reporr would be submitted
to the ministry which would study similar reports from me COrporations
under its control and prepare a comprehensive reporr for parliament.
Experience of sUccessfulpublic enterprises in Pakistan shows mar they

Weremanned by me right people, selected on the basisof merit, and allowed
operational autonomy under the supervision of a board of directors and
held accountable for me results.

A chief executive should be appointed by the respective Board as laid
down in me Companies Act and Code of Corporate Governance. The
ministry should specifYme qualifications and e1igibilirycriteria for the POSt
of chief executive, invite both nominations and applications to fil! in these
positions, appoint a search committee of eminent individuals to shortlist
and interview candidates, and recommend a panel of mree persons to the
prime minister for the choice of chief executive.

The selected person would then be asked to appear at an open hearing of
me joint National Assembly/senate committee and be approved or rejected
by mem. Once appOinted, the appointee would not be removed from office
until the completion of a tenure of five years. Only in cases of proven
corruption or malfeasance, mental incapacitation, or consistent shorrfalls
in meeting performance targets or voluntary resignation could me chief
executive be removed.
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The chief executive of the corporation would be responsible for
recruitment of regular staff; hiring and firing of contract employees;
training; promotion; performance evaluation; compensation and benefit
packages; and disciplinary actions within the budgetary ceilings and
the HR policies approved by the board. This separation of policy and
financial/operational control would clarify responsibilities, authority, and

accountability and introduce a system of checks and balances.
In the event of requiting budgetary support, the ministty concerned

and the ministry of finance should be represented on the board but all
operational decisions must be taken by the board itself. The enterprise or
the corporation should enjoy the freedom to hire and fire employees, fix
the compensation of workers, and conduct day-to-day operations without
any interference from the ministty. Their accounts should be audited by
the auditor general and examined by the public accounts committee.

Some of the corporations are in such poor shape that it would be difficult
to find genuine buyers for them. They must fltst be restructured without
incurring any major financial expenditure. The board of directors and chief
executives must be appointed for a fixed tenure and assigned time-bound
goals and targets for getting the company ready for sale to eirher a strategic
investor or through the capital markets. They will need to be provided
resources and operational autonomy but held accountable for results.

There is a tendency in such cases for the incumbents to prolong their
term so that they can continue to enjoy the benefits and power of the office.
The tenure should therefore be made coterminous with the completion
timeline of restructuring. It should also be ensured that the board and
CEOs cannot be transferred or removed arbitrarily and prematurely.

However, for some, such as pakistan Steel, there is no reason to retain
them in the public sector. The construction and the automobile industries
would have done much better if we had an efficient steel mill with
the capacity to supply the requisite quality products at internationally

competitive prices.
If suitably implemented, these reforms would result in an estimated

annual budget saving, conservatively estimated, of one per cent of the GOP,
thus lowering the fiscal deficit by an equivalent amount. The lower fiscal
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deficit would in turn have a beneficial impact on government botrowing
from the banking system, future debt-servicing obligations, and an easing of
inflationary pressures.At the same time, firm political conuol and oversight
would be exercisedover their affairs.However, the nature and quality of this
control would be transferred from the individual politician to the executive
and parliament. Of course, there is no guarantee that the proposed system
would not be misused, but at least it would be less amenable to misuse
because the individual interests of so many parliamentarians would have

given way ro collective control.

FISCAL POLlCY COORDINATION

The 7th NFC award and the Eighteenth Amendment to the Constitution
have brought about a fundamental structural change in Pakistul

S
fiscal

affairs. The federal government is no longer the principal driver of fiscal
policy. power and tesources have shifted, and rightly so, to the provinces.
The share of the federal government in the net proceeds of the divisible
pool has fallen to 42.5 per cent while that of the ptovinces has risen to 57.5
per cent. Adding direct transfers, grants/subventions, and development
loans to the provinces pushes this share up to almost 60 per cent.

Since the award of 7th NFC, there has been a substantial increase in
the availability of resources with the provincial governments. In 2008-09,
their share in the federal divisible pool was 43.7 per cent and by 2016/17,
had risen to 61.8 per cenr. Federal transfers have increased fourfold from
Rs 565 billion to Rs 2,178 billion. This has enabled the total outlay of rhe
provincial governments to triple from Rs 903 billion to Rs 2,976 billion.
On an average, 80 per cent of the current revenue receipts are derived from
federal transfers. Punjab and Sindh, the twO betrer off provinces, have
increased their own contribution through efficient collection of GST on
serviceswhich was previOUSlycollected on their behalf by the FBR. Only
11 per cent is raised by the provincial governments from their own tax and
non-tax revenues. In 2007-08, the provinces' own contribution to the total

outlay was 15 per cent.
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How has this increase in federal transfers affected the pattern of
expenditures? The share of development expenditure in total expenditure
has remained almost unchanged.

Table 6.2: Provincial Expenditure on the Social Sectors
Rs billion
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3292976

1147
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2016117
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35.0

2809/10 .
TotaJbudgetary
expenditure

Expenditure On

social sectors

Social sectors as a

percentage of rotaJ
expenditure

Source: Provincial Government Budgets (various years)

It Waswidely believed that as the provinces spend most of their money on
education, health, drinking water, and agriculture irrigation, the ordinary
citizen would benefit from this transfer of resources from the federal to the
provincial governments. The social sectors are allocated about a third of the
development expenditures which are not always fully utilized. Given the
dire need to accommodate 22 million OUtof school children and improve
the physical facilities of the existing schools, this amOunt is insufficient.
Of course, the problem in the education sector is poor governance, weak
management, lack of aCCOuntability,and too much concentration of power
at the provincial level. The transirion from primary to middle schools is
poor and the dropout rates are quite high.

These problems remain unresolved, notwithstanding an Upswing in the
expenditure (current and development combined) on the social sectors as
revealed by the data compiled in Table 6.2. Most of the expenditure, almost
80-85 per cent, is spent on the salaries and allowances paid to teachers
of dubious quality and very little is left for curricular activities such as
maintaining scientific equipment and laboratories, organizing indoor and
outdoor sporrs, and Other extracurricular activities. As the span of COntrol

-------
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of the supetvising authotity-the provincial education department-
is quite wide, the schools are not properly monitoted and inspected.
Effective supervision would only be possible if the functions, authotity,
and reSOutces relating to the ptimaty to high schools, are delegated to
the disttict governments. It is simply not possible fot a secretary sitting
in the provincial headquarter to supervise the entite netwotk of schools
sptead throughout 30 ot mOte districts. The same should be the case in
telation to ptimaty and secondaty healthcare facilities, drinking watet
supply, sanitation, sewetage, etc.

While the provinces are now quite flush with tesOutces that are detived
from the divisible pool, the federal government is in the midst of a difficult
fiscal situation. As most of the inflexible expenditutes-such as those
telated to debt-servicing, defence, civil atmed fotces, and subsidies--fall
upon the fedetal government, it faces financing problems in the face of a
declining share in the overall tax pooL The growing fiscal deficit cannot
be brought undet control because of the asymmetty in the assignment of
revenues and location of tesponsibility fot expenditure. The financing of
the fiscal deficit by bottowing ftom the banking system is not sustainable
as it crowds out private sector credit and threatens macroeconomic stability,
giving tise to investot uncertainty and subdued growth.
We must recognize the new realities of fiscal fedetalism in Paltistan.

Attention and policy objectives have to move from the federal to the
provincial governments. The institutional artangements of the past are no
longet adequate to respond to the challengesof the future. New institutional
arrangements and policy changes have to be put in place. What are these?
Fitst, the present practice of budget fotmulation by the fedetal and

provincial governments in isolation must be replaced by an integrated
budgetaty framework prepared, discussed, and debated at the Council of
Common Interests and approved by the National Economic CounciL The
federal and provincial governments need to formulate their budgets within
the parameters approved by the NEe. Sanctions should be put in place
for violations, breaches, and deviations. However, the provinces should be
allowed to exceed the NEC-approved parameters if they raise additional
revenues on their own.
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Second, a new fiscal responsibility law should be enacred by each
province in which rhe limirs for fiscal deficit/surplus, revenue mobilization,
and expendirure on development should be imposed. If rhe allocation ro
the provinces from rhe divisible pool rises or the provinces make an extra
tax effort, the incremental resources should be earmarked for development
projects or for education and healrh. The provinces must generate budgerary
surpluses in order to offset the federal governmenr deficit.

Third, the provincial governmenrs should not be permirted to borrow
from the domestic capiral markets or financial institutions. Foreign loans
for development projects and foreign granrs should be channelled through
the federal governmenr and conform to rhe NEC-approved national plan
and annual budget. The advances of rhe SBP should be strictly used to
smooth cash flow problems rather rhan as additional financing for the

budgetary or non-budgetary expenditure.
Fourrh, responsibilities for education up to matric level, primary

healthcare, rural health centres, tehsi! and district hospirals, drinking water,
sanitation and sewerage, and agriculture and community development
should be at the district level and be administered by the elected local
governmenrs. The provincial finance commissions should be revived to
divide the revenues between the provincial and district governments.
Backward distriers and rural areas should be given higher weightage in the

allocation of resources.
Fifth, education, healrh, the police, and the judiciary should be taken

out of the purview of the national pay-scales as they have created rigidities
and distortions, and have reinforced income disparities between the
advanced and backward districts. A female science teacher employed at
Mithi or Kandhkot should earn a higher salary than the one in Karachi or
Hyderabad. Similarly, doctors, nurses, and paramedics serving in remote
and inaccessible areas deserve much higher compensation than those living

in cities.
Sixth, the tax effort by the provinces has slackened after rhe 7th NFC

Award. Incentives should be built inro the 8th NFC awatd by giving
weightage to the tax effort by the provinces. Urban immoveable property
tax, agriculture income tax, abiana (water charges), and GST on services
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are some very obvious avenues for additional revenue mobilization by
the provinces. Rough estimates show that. if propetly designed and
implemented. the provinces can raise at least two per cent of the GDP.

International experience has shown that if fiscal federalism is not tackled
responsibly, it can create serious economic dislocations and disruptions.
Argentina and Brazil suffered from hyperinflation due to the fiscalprofligacy
of state governments. The institutional and legal arrangements had ro be
redrawn ro overcome this problem and since then. checks and balances put
in place haveworked well. China had to rework the federation-province rax
arrangements. which have now provided adequate fiscal space to the federal
government. Spain has been facing the consequences of fiscal excesses
of strong regional governments. Domestic and international markets are
punishing Spain by either withholding credit or raising the price of credit
to levels that may make Spain insolvent. We may be ar the beginning of
the path towards a similar precipice and ought to take preventive measures
at this stage and retreat from the threat it poses.
The federal government is stuck wirh lumpy. inflexible. and large

expenditure obligarions such as debt servicing. defence subsidies. and
development. At the same time. the revenue base of the federal government
is shrinking. In rhe foreseeable future. it will continue to have deficits of
7 to 8 per cent of the GDP. The provinces together should. on the other
hand. be generating budgetary surpluses of2 to 3 per cent. The overall fiscal
deficit should. therefore. remain contained at 5 per cent on average. This
arithmetic cannot however be translated into actualization for two reasons.
First, there is a structural problem, i.e. no formal arrangement exists to
prepare an integrated budgetary framework and to bind the provinces to
the parameters agreed upon under that framework. There is no way in
which deviant behaviour can be penalized.

The second problem has to do with incentives. The provincial
governments are so liquid and cash rich that their own tax effons have
gone into reverse gear. Rarher than contributing to equitable burden-
sharing of taxes across sectors and income. the provinces have virtually
halted any attempt to update the values. and assess and collect revenues
from agricultural landowners. irrigation water users. urban immovable
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property, and services (other than those federally taxed). All these activities
are buoyant and the private incomes above the threshold levels are not
being brought under the tax net and the recoveries from the existing base
are paltry.

FEDERAL-PROVINCIAL COORDINATION

Federal-provincial interactions in formulating national policy matters have
no formal anchor after the Eighteenth Amendment. The national council
of ministers, comprising the federal and provincial ministers working

under the aegis of the Council of Common Interests, should formulate the
narional policies for the transferred subjects. The federal government would
continue to shoulder the responsibilities for international relations and

inter-provincial coordination in these subjects. In view of the new challenges
that are facing Pakistan, some new ministries are proposed within the
revised structure. Ministties for energy, technology development, regulatory
affairs, human resource development, social protection, infrastructure
development, and special and underdeveloped areas should be set up by
merging some of the existing ministries and replacing others. The existing
autonomous bodies and attached departments, corporations, companies,
councils, institutes, and subordinate offices of the federal government
should either be retained, regrouped, merged, privatized, wound up, or
liquidated or, where appropriate, transferred to the provinces.

Introducing transparency through simplification of rules and
regulations, codification and upgradation, and wide dissemination through
e-governance rools-such as a dynamic website. information kiosks. and
online access to government functionaries-can help in enforcing internal
accountability standards, while at the same time making it convenient for
the citizens to carry out trouble-free transactions. Strong pressure from
organized civil society advocacy groups on specific sectors or activities
from the media, the political parties, private sector, and think-tanks can
also compel the government departments and ministries to become more
accountable in their functioning.
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PROPOSED REFORMS'

Structure of Federal, Provincia!, and District Governments
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a) Devolve powers, responsibilities, and resources for basic public services
from the provincial governments to the district governments. A new
cadre, a district civil service, should be established on the lines of the
provincial and federal civil services.

b) Establish intet-governmental structures with adequate authotity and
powers to formulate and monitot policy formulation.

c) Separate the policy-making, regulatoty, and opetational responsibilities
of the ministries/provincial departments. Public enterptises retained
for strategic purposes should be given operational autonomy with full
accountability of their functioning and results.

d) Fully empower each ministry/provincial department and adequately
resource it to enable it to take decisions and be accountable for its
results.

e) Streamline, rationalize, and transform the attached departments/
autonomous bodies/subordinate officeslfield offices into fully
functional arms of the ministries, capable of adequately petfotming
operational and executive functions.

f) Reduce the number of layers in the hierarchy of each ministty/
provincial department.

g) The cabinet sectetary should be the chief coordinator among the
federal secretaries, playing a role akin to that of chief secretary in the
provinces.

h) Revive and strengthen the secretaries committee in the federall
provincial governments as the principal vehicle for inter-ministerial
coordination and dispute resolution among various ministries.

i) District level officers, interacting with the genetal public in day-to-day
affairs, should enjoy adequate powers, authoriry, starus, and privileges
to be able to resolvethe problems and tedtess the grievances of citizens.

j) Police, tevenue, education, water supply, and health are the departments
which are highly relevant in the day-to-day lives of ordinary citizens.
The internal governance structures of these departments, public
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grievance redressal systems againsr rhese deparrmenrs, and checks and
balances on the discretionary powers of officials need ro be inrroduced.

Business Process Re-engineering
a) All laws, rules, regulations, circulars, and guidelines issued by any

governmenr ministry/deparrmenr/agency should be available in
its most updated version to the general public free of cost, in a
user-friendly manner, online and in electronic and print forms at

public places.
b) Service standards with timelines for each rype of service provided

at the district, thana, and union level should be developed, widely
disseminated, and posted at public places in each deparrmenr.

c) Rules of business at rhe federal, provincial, and district governmenrs
levels should be revised to make rhem simple and comprehensible,
empowering the secretaries/heads of deparrments/districr coordination
officers to take decisions without multiple references, clearances, and
back and forth movemenr of files. Post-audit of the decisions raken
should be used to ensure accounrability rarher than prior clearances.

d) Delegarion of financial, administrative, procuremenr, and human
resource managemenr powers should be revisited and adequare powers
commensurate with the authority should be delegated at each tier of
the hietarchy.

e) Estacode, Financial Rules, Accounring and Audit Rules, Fundamental
Rules, and all other rules in force should be reviewed systematically
and revised to bring them in line wich modern management practices.

f) E-governance should be gradually introduced in a phased manner.
Technological solurions, and hardware and software applications are
an easy part of the process bur the most difficult aspect is the training
and a change in the culture, attitude, and practices. E-governancc
should be driven by business needs rather than crafted as an eleganr
technical solution.

Taxation and Regulation
a) A large number of studies and reports have been prepared, directed
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towards reforming Pakistan's taxation regime. These include the
Taxation Reforms Committee appointed by the present government.
There is no need to reinvent the wheel but to implement the salient
recommendations of those reports.

b) The regulatory regime has become too intrusive, stifling the initiative
and entrepreneurship of the private sector. Effective regulation is a
fine balancing act between promoting competition and moderating
operating practices to reduce systemic risk.

The agenda outlined above cannot be implemented as a technocratic exercise
because it is essentially a political one that takes into account the existing
power relationships in which the polity is rooted. Balancing the diverse
interests of the various stakeholders involvesmany politically tough choices
which cannot be made by technocrats. The sustainability of reforms requires
broad consultation, consensus-building, and communication to articulate
the long-term vision. People should see beyond the immediate horiron and
take into account likely future changes. Concerns, criticism, and scepticism
should be addressed. The scope, phasing, timing, implementation strategies,
and mitigation measures for the losers of the reforms should be widely
discussed and debated. If things do not proceed the way they were
conceptualized, cotrective actions should be taken in the light of the feedback
received. Citizens' charters. citizens' surveys and report cards, citizens'
panels, and focus groups should be used as instruments for receipt of regular
feedback about the impact of reforms on society and its different segments.
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Local Government

The three major initiatives to devolve powers and resources were
taken in the 1960s, 1980s, and 2000s by Ayub Khan, Zia ul-
Haq, and Pervez Musharraf-associating the devolution to local

governments-with attempts by the military dictators to bypass the
established political ptocess and legitimize their non-representative rule
by establishing direct links with the officials at the local level elected on a
non-parry basis. This placed a wedge between the federal and provincial
governments, arousing resentment among the provinces. The fact that the
three smaller provinces had a very negative experience of the One Unit
policy-in which all the four provinces were merged to form a single
government of West Pakistan-negatively colours the local government
system per se. Most of the analysis of the local government system is,
therefore, tarred by this background and precludes a substantive discussion
of the positive and negative aspects of devolution.

A scholarly paper on this subject by rhree highly respected and eminent
Pakistani economists, I Cheema, Khwaja, and Qadir (CKQ) also conclude
that 'our interpretation is that these reforms have been used as a means for
a non-representative centre to gain legitimacy by bypassing the political
agents at the provincial and national levels'. For the same reason and
suspicion, every succeeding democratic government reversed the local
government systems of their predecessors, the military dictators, resulting
in significant discontinuiry and gaps in the delivery of basic public services
to citizens. A more dispassionate analysis would reveal that the motiva-
tion behind each of the three effotts was nor identical and indeed was
widely different.

Ayub Khan comes closest to the interpretation offered by CKQ. He

182



LOCAL GOVERNMENT 183

did not believe in complete democtacy and was a vocifetous ptoponent
of 'guided democtacy'. He, thetefote, legislated the Basic Democtacies
Onlinance 1959 and the Municipal Administtation Otdinance 1960, and
inttoduced a four-tiet structure of local government. Only members of
the Union Councils, the lowest tier, wete elected thtough adult franchise.
The othet three tiers comprised people indirectly elected by the union
councillors. The conttolling authority of the local government system was
still the deputy commissioner. The elected representatives at the union
council level formed the Elecroral College for the presidential election. It
is alleged that Ayub used government muscle in the elections he contesred
to influence and win over these SO,OOOcouncillors.

This was not, however, the motivation thar led Zia to inttoduce rhe local
government system. He wanted to keep the PPP at bay and organized parry-
less elections for local governments, as well as the national and ptovincial
assemblies. Indeed, the powers entrusred to the local governments under
rhe Local Government Ordinance (LGO) 1979 were extremely limited and
so ineffectual rhat they have been adopred as a blueprint by the elected
governments of Punjab, Sindh, and Balochistan in the post-200S period.
Zias principal levers for exercising political control were the national and
ptovincial assemblies where he had succeeded in forming an alliance with
Pakistan Muslim League. He appointed a prime minister ftom among
his allies but this experiment ptoved vety costly for him; subsequently, he
contrived to remove his own chosen appointee from office.

The mosr radical shock to the existing system was effected under the
Musharraf government. He was politically under no obligarion to opt
for a local government system to acquire legitimacy because the Supreme
Court had categorically given him a three-year period to hold general
elections for the national and ptovincial assemblies. He was, therefore,
under no compulsion, as in Ayub's case, to substitute the authority of these
assemblies with the local government (LG) system. Musharraf not only
made the drastic decision to abolish the century-old traditional offices of
the commissioner, deputy commissioner, and assistant commissioners and
replace them with a much weaker disrrict coordination officer (DCO) who
reported to the elected District Nazim (this arrangement was engineered
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on the analogy of the chief secretary reporting to the chief minister at the
provincial government level); the police were also placed under the Nazim.
The DCO, unlike the DC, did not exetcise any control over the police.

The Local Government Ordinance 200 I was thus a significant departure
from the existing provincial-local government relations system which
transferted twelve provincial departments such as education, health, watet
supply, roads, agriculture, and the like, to the district governments. This
transfet of functions and administrative authority was accompanied by huge
re-a1location of financial resources and fiscal decentralizarion. The office of
the district nazim became so powerful that some MNAs and MPAs resigned
to contest the elections for the post. On the lines of the National Finance
Commission, provincial finance commissions were formed to divide the
revenues between the provinciaJ and the district governments.

Thus, unlike Ayub and Zia, who neither empowered local governments
nor provided constitutional protection, Musharraf went ahead and
accomplished both these goals. The transfer of functions, authority, and
resources were of substantial nature and the Seventeenth Amendment to

the Constitution explicitly recognized the local government as the third tier
of government. The Local Government Ordinance was given protection
for a limited period of time under the constitution as no changes could
be made by the provinces without the prior approval of the president.
The substitution of a non-elected provincial bureaucrat by an elected
politician in the reporting and accountability had unintended consequences
for the morale and attractiveness of the civil services. The LG reforms,
together with the police reforms, could have been a game-changer in
governance had they been allowed to be implemented in letter and spirit
and not subsequently been distorted through the ill-will of the provincial
governments. That would have been a major step forward in bringing the
government doser to the people. Accessibility and accountability would
have improved over time had the system not been prematurely dismantled.
To meet his political requirements, Musharraf was able to win over

brealcawayfactions of the Pakistan Muslim League and the PPp' and formed
an alliance with a group of religious religious parties, the Murtahida Majlis-
e-Amal (MMA), and the Sindh urban-based ethnic party, the MQM, and
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succeeded in forming the government at rhe federal and ptovinciallevels.
He appointed and removed prime ministers and chief ministers at will
and rherefore had no political compulsion ro utilize rhe local governments
for rhat purpose. He had such smoorh sailing until March 2007 rhar he
brought in an uneleaed technocrat as the prime minister, ignoring a
number of aspiranrs who had rhe righr political credentials and backgtound
and were equally qualified for rhe job.

I, therefore, differ wirh rhe CKQ assertion that:

Musharraf's local government reforms represent a continuity of the cemeal

historical tendency or that the local governments have not been given

complete autonomy by design so [that] the non-representative centre could

retain political control over local governments or [thar] local governments
were never financially empowered which weakened their ability to meet even

their own restricted expendimce mandates.

The evidence set out above does not seem ro corroborate rhese findings
in relation to the 200 1 reforms. However, the central hisrorical tendency
remains quite valid for the Ayub regime and, ro a limited degree, for rhe
Zia regime.

There were many flaws in rhe 200 1 system, including the fact that rhe
functions of law and order, revenue records, and land administration and
disaster management should have remained with neuual civil servants
and not been transferred to rhe nazims. In that event, rhe offices of rhe
deputy/assistant commissioner should not have been abolished, rhereby
diluting the writ of the state. Two innovative fearures of the 2001 sysrem
are wonh mentioning. The reservation of one-third seats for women and
others for peasanrs, workers, and minorities-the marginalized classes of
our society-was an extremely commendable step. Similarly, rhe integration
of the rural and urban administrative units at rhe tehsillevel would have
allowed the rural areas ro benefit equally from rhe larger envelope of pooled
resources available ro rhe Tehsil Council.

CKQ correcdy caurioned in rheir paper rhar the conflict between the
provincial reptesentatives and local governments did not bode well for the
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future of the decentralizarion programme. They were proved right when
Musharraflost our and elected governments assumed power in 2008.

WHY DEVOLUTION IS NECESSARY

The World Bank in irs report' asserts that governments are more effective
when they listen to businesses and citizens, and work in partnership with
rhem in deciding and implementing policy. Where governments lack
mechanisms to listen, they are not responsive to people's interests. The
devolution of authority ro local tiers of governmenr and decentralization
can bring in representation of local business and citizens' interests. The
visibility of rhe resulrs achieved by rhe resources deployed in a specific
geographic area maintains pressure on government functionaries. Public-
privare partnerships, including NGO-public parrnerships have proved
effective tools in fostering good governance.

Increased Accountability

Empiricalliterarure shows a strong, uncondirional, and positive relationship
between decentralization and accountability. Bardhan and Mukherjee'
have advocated that electoral decentralization and devolution of the public
service provision are complementary to pro-poor governance reforms
in developing countries. The World Development Report' (WDR, 2004)
has argued thar rhe accountability of governments to local communities
and marginalized social groups will increase by assigning service delivety
funcrions to poliricians who are closer ro rhe people and make them
elecrorally accountable. Ar a micro level, Cheema and Mohmand'
analysed a daraset of 364 households in the rural tehsi! of Jaranwala in
Faisalabad District to gain some insights regarding the types of households
which gain and lose through electoral decentralization and whether the
change in the post-reform provision between different household types
is equitable. The empirical results of their study showed that increased
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access to development funds and heightened mandates for union nazims
have resulted in a significant increase in union level provisions within a
short span of time. However, the villages to which nazims belong have had
a substantial increase in comparison to non-nazim villages. They further
found that the increase in the post-reform provision in nazim villages is
lesselite-based as it encompasses small peasants, minority peasant biradaris,
and non-agricultural castes.

Devolution of service delivety functions, delegation of financial powers,
decentralization of authority to take decisions, and de-concentration of
executive powers together will lead to better accountability of results. The
prospects for delivery of public services to the poor and the marginalized
groups under such a systemwould certainly improve. Even if the underlying
patron-client relationship persists, the scope for inclusion of clients
traditionally denied access under a MNA-/MPA-centred system will be
much wider under a decentralized and devolved system.The representation
of the marginalized groups--such as women, peasants, and labourers-in
electoral politics enhances the prospects of these groups to improved access
to public services.

The allegations of corruption of the local governments, advanced as a
justification for their removal, could have been investigated and those found
guilty should have been punished. An audit, monitoring, and evaluation
system could have been effective in addressing this problem.

Enhanced Delivery of Public Goods

The Deprivation Index" shows that at least 80 districts suffer from low
access to basic services. The population of Pakistan has risen from 30
million in 1947 to 180 million today. There is no way that such a large
population can be served from Islamabad or the four provincial capitals. The
unique circumstances and needs of each district require an understanding
of its unique problems and the design of interventions that can address
these. The crireria of backwardness and poverty should be given due weight
in the distribution of resources out of the provincial divisible pool. The
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better-off and well-endowed districts do not deserve the same quantum of
public resources proportionate to their population as their private incomes
are reasonably high. Local level public expenditure should be utilized to
ptOmote equity and welfare.

It has been observed that access to basic services in Pakistan can
be obtained either thtOugh payment or by approaching the elected
representatives. Members of the National Assembly or ptOvincial assembly
are largely absent from their constituencies and are not always easily
accessible. The local government nazims and councillors, on the other
hand, spend most of their time within the areas ftOm which they have
been elected and an ordinary citizen can easily access them. Hasnain'
teports on the basis of a survey cartied out in 2005 that over 60 per cent
of the households stated that they would apptOach a union councillot
or nazim to resolve their problems, in comparison to only 10 per cent
who said they would apptOach membets of the ptOvincial or National
Assembly. This teflects the increase in accessibility of policy-makers afret
devolution. A system in which the bureaucrats conttOl the development
departments provides neither access nor accountability. Having a system
of elected nazims and councillors who temain responsive to the needs of
theit citizens is better because these officials are liable to lose their offices
if they do not fulfil their tesponsibilities and duries. The best one can do
with a recalcitrant bureaucrat is to transfer him out of a particular district
but that does not resolve the inhetent problem of access to the poor.

Governments have found a variety of methods of delivering essential
public services. The World Development Report 2004 catalogues successful
examples. ranging from direct provision by the government, contracting
out to the ptivate sector and NGOs, decentralization oflocal governments,
community participation, and direct transfers to households. Both the
successes and failures of these experiments provide some useful lessons.

First, accountability needs to be strengthened between the poor and the
service providers, between rhe poor and government institutions, and
between government institutions and the service providers. Second, rhe
poor people's choices and participation in service delivery will have to be
expanded. It is not necessary that the children of poor families remain sruck
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with the substandard instruction provided at government-run schools.
These children can be provided financial means by the government to
pursue their studies at non-governmental schools of their choice. The
same applies to health clinics and hospitals. Mexico and Brazil have lifted
millions out of poverty by making cash transfers to the poor families,
conditional upon participation in education. immunizaclofi, vaccination,

and the like. In Pakistan too, the Benazir Income Support Programme
has begun a programme (Waseela-e-Taleem, or resource for education) of
conditional cash transfers to children attending schoQ!.Third, it is not the
availability of financial resources that alone makes the differences in the
outcomes. Out of the central government's budget allocations for running
a school, studies have shown that the actual amount reaching the school
after passing through the various government channels is only one-tenth of
the original allocation. The exclusive preoccupation with expenditure on
education and health, while ignoring the mytiad problems of governance
of these sectors at all levels, is palpably wrong. Reforms in the governance
structure of the public sector and regulation of the non-governmental
sector will have a much stronger impact on the access and quality of these
services by the poor.

In caseswhere the government rakes upon itself to deliver these services
through direct provisions. srudies have shown rhat seeking improvements
in rhe efficiency of thar spending is the key to substantial benefirs
accruing. On average, the relarionship between public spending on health
and education and the outcomes is weak or inconsistent. Most of the
public spending on health and education goes to rhe non-poor. School
buildings are consrructed by government departments at an exorbitant
cost, and teachers are hired but nepotism. corruption, leakages, weak
supervision, and lack of accounrability do not allow effective delivety of
education to the intended beneficiaries. Anecdoral evidence and surveys of
primaty healthcare and educational faciliries have consistently shown high
absentee rates among doctors and teachers. In contrast to this, examples
can be found where teachers and healrh workers in non-governmental
schools and clinics deliver timely, efficienr, and courteous services often
in difficulr circumsrances while drawing much lower moneraty and
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fringe benefits in comparison to their counterparts in the government-
run institutions.

It has also been found that for ditect delivety by the government, the
ttansfet of tesponsibility for these services to lowet tiets of governance
improves access by the POOt.Local government management of schools
and hospitals involving communities and demand-side subsidies to the
POOf, monitored and under the oversight of the government, results in a
favourable outcome in education and health.

Improved Policy Design

Local governments form an integtal part of the democtatic governance
ftamewotk and allow gteater participation by the citizens in the
management and control of their day-to-day affairs. The ttade-offs and
assignment of priorities among various development projects are managed
more realisrically and pragmatically under local governments. Their
intimate knowledge of local problems and solutions to resolve these lead
to benet outcomes and more efficient utilization of resources in comparison
to a more centralized system of resource allocation. Decentralized decision-
making has proved to be the cornerstone of democratic governance. The
cost-benefit analysis, and, therefore allocative efficiency,are superior under
a decentralized system.

Generation of Revenue

Empirical evidence shows that raising taXesor charging user fees for services
at the local level is relatively easier.The taXpayerscan see the visible benefits
of such payments. They are reluctant to make contributions to a remote,
central pot whose purpose is not known. Pakistan, with its low tax-GDP
ratio, can mobilize additional resources by gearing up provincial and
local taxes through the urban immovable property tax, capital gains tax,
agricultural tax, and user fees and charges.
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The increased representarion of a neglecred segmenr of the society-the
female popularion-in the local governmenr sysremhas made parriciparion
more broad-based. Poliricalempowermenr of women is rhe firsr srep towards
the path of generaring greater economic opportuniries and conrriburion to
economic progress. Given the inrerest of female representatives in the social
sectors, education, health. water, and sanitation received greater anention

and resources under the vigilant watch of women councillors. Pakistan has
a very low female labour force participarion rate; therefore, the political
empowerment of women is a precursor to raising this.

ASSESSMENT OF REFORMS

CKQ, in their srudy,8 found three types of changes brought abour by
the 200 I Devolurion: (a) changes in the decision-making level of the
service, i.e. from provincial bureaucrats to the district level bureaucracy;
(b) changes in the decision-maket's accounrabiliry, i.e. from buteaucrats
to the elected reptesenrarives at the district level; and (c) changes in rhe
fiscal resoutces available to the service.The education department, primary
healthcare, and the managemenr of district and tehsil hospitals experienced
a change of type (a), where the decisions previously made by the provincial
secretariat and the provincial cabinet were transferred to the district nazim
and executive district officers. The municipal servicesprovided by the local
governmenr, the rural developmenr department, and the public health
engineering departmenrs of the provincial governmenr became the sole
functional responsibility of the tehsil municipal administrarion. This was
a fundamenral change because the power to allocate resources, prioririze
projects, and deliver results moved away from 48 provincial departmenrs
to 6,000 units of local government, whereas prior to devolurion, the
deconcenrrated provincial bureaucracy at the district levelwas accountable
to their non-elected provincial secretariat. The 200 I devolurion made them
accounrable to the elected heads of districts and tehsil governments. Under
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the previous system, the de facto head of the district administration was the
district commissioner who would report to the non-elected commissioner

while after devolution, he reported to the elected district nazim.
Their study also found that a 'rule based' fiscal ttansfer system between

the ptovinces and the local governments was established under the 2001
Devolution Plan. Approximately 40 per cent of the provincial consolidated
fund was distributed among local governments with due weightage given
to backwardness in order to ensure some form of equity across districts in
the allocation of development funds. The other innovation was that these
budgetary transfers did not lapse at the end of the year but continued to
be retained by the relevant local governments, providing for flexibility and
presumably some improvement in the efficiency of resource allocation.

Fiscal Transfers

The degree of fiscal decentralization remained limited because the districts
continued to depend upon the province for resources, didn't have rhe
powers to collect new taxes, and didn't have the capacity to levy service
or user charges. On the expenditure side, the fixed and growing expense
of salaries, wages, and allowances paid to the staff devolved to the district
governments (although they continue ro be provincial servants) did not
leave much surplus for either maintenance, operational. or development

expenditure.
Over 90 per cent of the expenditure of local governments was financed

by transfers from the provincial governments. Lack of enhancement in local
fiscal powers was a major weakness in the process of fiscal decentralization.
The share oflocal governments in the provincial allocable pool was about
40 per cent but their share in total public expenditure was only 13 per cent.

The largest share in the current expenditure of local governments was
on primary and secondary education, in excess of 60 per cent. On the
development side, a significant part was allocated for consttuction of roads.
Health was the most neglected sector, receiving, in most cases, under 10
per cent of the development allocation.
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While current rransfers did not lead to significant fiscal equalization,
development transfers were the prime instruments for removing inter-

district differentials in access to services over time. However. their role was

limited by the relatively modest scale.
Resource mobilization at provincial and local levels remained

substantially under-exploited. Land revenue accounted for less than 1 per
cent of the agricultural income while the effective tate of property taxation
of rental incomes was about 5 per cent as opposed to the statutory rate of
20 per cent or more.

Service Delivery

The functioning of the district governments during the first two years
was quite promising. However, the conflict between provincial elected
representatives and local elected representatives that surfaced after the
2002 provincial and national elections created an adversarial rather than
cooperative environment. Until then, the nazims, under the supervision

of the army monitoring teams. were carrying out some useful activities
for the welfare of their constituents. However, as soon as the provincial
ministers assumed office, they realized that there was a substantial shili:
in the power of patronage from them to the districr nazims. This led to a
number of amendments, particularly in the police ordinance, which diluted
the powers of the police command and once more made rhe police force
subservient to the chief minister and the home department. The police
rules were never allowed to be finalized, the district services were never
established, and the powers of recruitment, transfers, and postings of the
staffworking at the district level remained centralized ar rhe provincial level.
The balance of power, authority, and resources between the provincial and
the local governments was, in practice, gradually moving away from what
had been envisaged in the devolution plan. The perpetual state of flux,
the unease in political relations, the lack of clatity for the civil servants
working in the districts, and the incomplete transition all adverselyaffected
service delivery.
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Policy Formulation

The internal dynamics ansmg from the flawed design of the local
government system also took a toll. The integration of rural and urban

areas within a common framework led to lopsided decision-making.
District headquarters, fot example, which were predominantly urban
cenrres, were neglected because a majority of the members of the district
council decided that the allocations for development projects should go

to the rural areas. The integration had exactly the opposite effect: the
fragmentation of development projects into small schemes catered to the
narrow interests of the local communities without any sense of priority.

linkages, or widespread coverage. Ideally, the transfer of resources from the
urban to rural areas should be a welcome move but such a transfer-in the
absence of a district-wide plan, without specifYing the goals to be achieved,
and assessing the cost-benefits of the approved schemes---<:an be counter-

productive. Urban-rural integration did not recognize or cater to the needs
of growing urbanization. Residents of urban areas and cities within the
districts resented what they described as the tyranny of the rural majority
that deprived them of the services and infrastructure they deserved.

The indirect election of the district nazim through the union council and
tehsil council reinforced the tendency of fragmentation of the development

schemes. According to Hasnain,9 there were 17,000 development schemes
in the development portfolio of the districts in Punjab. These were typically
neighbourhood-specific schemes: the construction or rehabilitation of a
small road or drains. The average size of a typical scheme varied between
Rs 0.3 million for water and sanitation to Rs 1.5 million for a road. This
was not the entire picture as it did not include the block allocation to the
union councils and the Citizens Community Boards' (CCB) schemes. In
order to keep his voters happy, the district nazim would have very little
choice but to acquiesce to the pressures exerted by the union and tehsd
Nazims to allocate resources equally. The difference between 'equal' and
'equitable' distribution of resources should be understood as it is at the

crux of the problem. Under an 'equal' distribution scheme, there is no
clear relationship between the needs of the community and the intended
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interventions. Rich and poor communities will receive the same amount,
irrespecrive of rhe intensiry of rheir need. 'Equirable' disrriburion rakes
into account the differences in the initial endowments and conditions of
rhe intended beneficiaries. Those who are poor, marginalized, and living
in remote or geographically disadvantaged areas and cannot earn decent
incomes on rheir own should receive higher allocations rhan rhose who
are better off. Public resources rhus supplement the privare incomes of the
poor to help them out of poverry.

It is interesting that while the provincial governments did take
'backwardness' into account in rhe allocation of development funds across
districts and, therefore, rhe allocation was to a degree equitable, the district
governments were unable ro do the same wirhin the district given rhe
inherent flaw in the design of the system pointed out earlier. The district
nazim became hostage to being blackmailed by the members of district
councils who would either withhold apptoval of the budget or threaten to
move a vote of no confidence. Under these circumstances, the nazims were
unable to do justice to rheir fiduciary responsibilities.

An analysis of rhe district development priorities in Punjab by Hasnain
(2008) revealed four distincr realities. First, rhe physical infrastructure,
in particular roads, was by far the highest prioriry of the district
governments. Second, these infrastructural schemes were small and
largely neighbourhood-specific. Third, district policy-makers appeared to
attach a lower priorilY in operation and maintenance than their provincial
counterparts. Finally, provincial interventions in education and health
appear to have provided additional incentives for districts to prioritize the
physical infrastructure sectors.

Transfer of Administrative Authority

The alienation of the powerful district management group (DMG)
and the provincial civil services (peS) cadres-which resulted from rhe
abolition of the posts of commissioner, depury commissioner, and assistant
commissioner-was also a stumbling block in the smoorh functioning
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of the new local government system. On the one hand, the police force

was perceived to have become much sttonger after having been taken out
of the supervisory ambit of the district coordination officet and made
directly accountable to district nazim. On the other hand, the executive
authoriry of the DCa was diluted as magisterial powers were taken away
ftom him or her although slhe was expected to perform duties relating to

maintenance of law and order. removal of encroachments. price conrrols,
and the like. The ptovincial sectetaries ftom the DMG and PCS retained
considerable administrative authority over the district bureaucrats and used
these powers to undercut the efficacy of the elective nazims. A tripartite

confrontational mode. in which the provincial ministers and secretaries
aligned themselves against the district Nazims, was responsible fot most of

the ptactical difficulties faced by the citizens in access to services.
The accountability of the local governments assigned to the local

government commissions proved to be perfunctory and almost non-
existent. The provincial governments used backhanded tactics to assume
effective conttol of the departments devolved to the distticts. A:; the powets

of recruitment, transfers. postings, and disciplinary actions continued to
temain vested in the ptovincial departments, the diarchy ptoved to be
fatal fot the effective functioning of the devolved departments. The gap
between the law and actual practices remained wide to the dettiment of

the public at large. Corruption at the disttict government level could not
be contained given the inadequate supervisoty arrangements evolved by
the provincial governments.

Political Panicipation

Gurcharan DaslU believes that 'participation at the local level is a school of
democracy in which people learn civic habits, duries, and attitudes. These

civic virtues help build the self-restraint that eventually strengthens the
rule of law.'
The union councils and district councils could have acted as

nurseries for hands-on training for higher positions in the provincial
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and federal governments. One common complaint is the inexperience
and incompetence of the elecred ministers and legislarors. The lower tier
leadership positions could have provided such an experience and some of
them would certainly have excelled.Those performing well could then have
been selected for the ministerial positions.
The significant increase in reservations of seats for peasants and

women was a salutary move under rhe 2001 devolution plan. The
higher representation, particularly of women (one-third of the total seats
were reserved for them), could have changed, and did, the quality and
the composition of expenditure. This would have resulted in increased
allocations for education, drinking water, health, and sanitation in
comparison ro the male preference for infrastructure projects. The empirical
evidence on this correlation is, however, difficult to obtain and therefore
this assertion remains purely conjectural based on my visits ro the districts.

Impact of Devolution on Service Delivery

The latest Social Audit Survey 2009-10--0f 12,000 households drawn
from 21 districts in all four provinces-found that 56 per cent favoured
rhe continuation of the local government system, with high proportions
in Punjab and Sindh. The level of satisfaction with the union councils was
33.8 per cent but the situation regarding support and social acceptability
of women's participation seemed to have improved. 60 per cent of female
union councillors were of the view that people in their constituencies were
happy with them.

The satisfaction levels of households with various public services varied
but by 2009-10, satisfaction with roads, sewerage and sanitation, garbage
disposal, water supply, health, and education had improved. Although, in
percentage terms, only less than half of the households expressedsatisfaction
with the services. Public education, at 58 per cent, showed the highest level
of satisfaction.

The Social Policy Development Centre (SPDC) Il carried out a survey of
12 districts in the four provinces and found that the tate of enhancement
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in literacy of the population and access to water supply and sanitation had
perceptibly increased during the post-devolution period. However, rhere
were no indications of any impact of devolution on health indicators.

The process of devolution was beginning to contribute ro a quicker
improvement in enrolment at the primary level and literacy in Pakistan.
The SPDC report observed:

if this effort at enhancing human capabilities is sustained, then it augurs

well for achieving more reduction in the incidence of poveny during the

coming years. However, the lack of significant change to date in the trend of

health inciicawcs, gender equalieyl and regional disparities limits the potential

impact of local governmems on poverty in the post-devolution scenario.

According to this report, while most of the functions of a local nature
had been devolved to rhe local governments, a number of issues had to be
resolved in the design and speed of implemenration of the devolurion plan:
the need for rhe intermediate tier, the Tehsil Municipal Administration,
was questioned; a wide range of services were transferred in one go to
local.governments which stretched the governments' capacity to the
limits-a more gradualist strategy could have minimized such challenges;
the provincial governments, even after six years, were not fully prepared
to devolve power to local governments; institutional structures to improve
accountability and people's participation in the system were either not
operational or not performing according to the mandate given by rhe LGO;
and 'stare capture' by local eliteswas an importanr and persisrent challenge-
the overwhelming influence of family, biradari, tribal ties, and political
manoeuvring of union councillors in return for lucrative benefits was

quite evident.

Education

The disrrict governments were made responsible under rhe 2001 devolution
plan for all primary, secondary, and higher secondary education. They could
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recruit teachers up to basic pay scale BPS-16. The authority for staffing
(hiring, firing, and transfers) for BPS-17 and above remained with the
provincial governments. The ban on wholesale recruitment of teachers by
the provincial governments and the authority to relax the ban in individual
cases rested with the chief minister. This backdoor tacric made the district
governments wholly dependent upon the whims and caprices of the chief
minister. In the event of the latter being from the same polirical party or
being a close political ally of the district nazim, relaxations were granted.
In other cases, the authority was exercised to penalize the nazim so the
posts remained unfilled for quite a long time. As many teachers owed their
appointtnents to the members of the provincial or National Assembly, they
did not adhere to the discipline of the Education District Officer (£00),
and teacher-absenteeism was rampant in such cases.

The funding for education came principally from the provincial
allocations but was mostly spent on salaries and allowances, leaving very
little for other expenses. A USAID team found that in Sialkot district, as
much as 95 per cent of the budget funds were allocated for salaries and
only 5 per cent for non-salary expenses. The physical condition of the
schools wete poor, with no electticity or water available. Teacher-training
had become a popular hobby horse for donors, to the extent that the
teachers in Thatta were reported to be spending as many as 17 days on
different training courses organized by various donors. Notwithstanding
such a heavy investment in teacher-training, the outcomes were not
very encouraging.

The devolution of primary and secondary education and healthcare ro
the districts remained on paper and was patchy and incomplete. Through
a variety of measures, including control on finances, the actual delivery
of these services remained sub-optimal, given the tension between the
provincial and the district governments. A more supportive rather than
an intrusive role by the provincial governments, together with effective
monitoring and accountability, would have made a great and salutary
difference. The data shows that 21 per cent of the funds for Punjab's annual
development programme for education and health remained with the
respective provincial departments. Provincial recurrent expenditures in
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education and health also gtew annually by 48 pet cent and 16 pet cent
tespectively during the post-devolution period (2001-07).
The Punjab government launched a high-profile Punjab Education

Sectot Reform Programme with a number of interventions for primary
and middle schools. The funding for the provision of facilities that
were lacking was transferred to local governments as tied grants. The
centralized decision-making in the hands of the provincial education
department and the local MPA reduced both the availability of funds as
well as prioritization by the district governments. Implementation of the
projects under this programme was entrusred to the National Logistics
Corporation in 2006. The districts therefore served principally as a conduit
for funds with no role in the identification. planning, and execution of
these schemes. The same siruation prevailed in the Health Sector Reform
Programme and the CMAPSD (Chief Minister Accelerated Programme for

Social Development).

HEALTH

The LGO 2001 devolved health services (basic and rural health. child and
maternal health. population welfare. and district and tehsil hospitals) to
the district governments with the exception of the large teaching hospitals
and medical and dental colleges. which remained under the direct control
of the provincial government. The fundamental structural discrepancy in
the system was that the control over the health manpower was exercised
both by the provincial health department and the elected district nazim.
The EDO Health at the district levelwas answerable for service delivery to
the elected district nazim and for his career progression to the province. All
medical staff reported to the EDO Health but their postings and transfers
were controlled by the provincial health department. The procurement
of medicines was also within the purview of the provincial government,
which resulted in delays. mismatches in demand and requirements, and
non-availability of medicines when required by patients. The nominal
fees collected by each health facility. although not sufficient to cover even
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a fraction of total costs, were nor allowed to be retained by tbe districr
government and had to be deposited in tbe ptovincial government account.
This dual control also led to lax supervision and weak accountability,
with posts lying vacant and a high rate of absenteeism amongst health
staff. These factors limited the impact of devolurion on the delivery of
healtb services. Sania Nishtar,12a leading international healtb sector expen,
explains the reason for this limited impact:

The success of a fiscal policy implemented through a budget instrument

is deeply dependent on the quality of governance and institutional ability

to effectively and transparendy implement policies in their stated spiric.

This is where the biggest gap lies in Pakistan. Exceptions notwithstanding.

issues of capacity and performance are widely recognized in Pakistan's public

management process; years of under-funding of state institutions and the

culture of patronage and collusion have eroded the technical capaciry of OUI

ministries. Limited accoumabUity, poor governance, and mismanagement

have led to the institutionalization of a number of behaviours detrimental

£0 equitable deployment of resources. As a result, evidence-guided choices

are bypassed, motivations other than welfare of the people dominate

decisions, and considerations other than equity and social justice become

the cornerstones of institutional performance.

The picrure sketched above indicates tbat there was awide disparity between
the intention, promise, and content of tbe laws and the actual functioning
of tbe local governments. As stated, tbe dynamics of political srruggle did
not allow dilution of the powers of the provincial secretaries, ministers,
and legislators-the traditional holders-at tbe expense of the newcomers,
the nazims. The former ensured that through rheir complete control over
finances and legislative instruments, the nazims were weakened.

LOCAL GOVERNMENTS AFTER 2008

The local government system introduced by President Musharraf's
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government in 2001 was short-lived and was abolished in 2008 as soon as
the new government came into power. The principal motivation for the

rejection of the system was the usual objection that it had been designed by
a dictator to legitimize his own rule and to build a constituency to garner
support for himself. This is for rhe fourth time that the local government
system had been discarded in Pakistan. It takes several decades for any new
system to take root and mature, and it is most unfortunate that we take so
much time in setting up a new system and then, without testing it over a
reasonable period, we ditch it, leaving a vacuum. Then we begin the entire
exercise ab initio and devise a new system, only to see it consigned to dust

after a few years.
A comparative analysis of the new local government acts of the four

provinces, conducted by the SPDC, n reveals that the system in Khyber
Pakhtunkhwa is inspired by the LGO 2001, whereas the strucrure of
local government legislation promulgated in the other provinces closely
resembles that of the LGO 1979:

In general, the current process of local government reform initiated by
the provinces can be termed as 'devolution without delegation', with the

exception of Khyber Pakhtunkhwa where offices of several social and

economic service departments, including education, health, social welfare,

water supply and sanitation. have been devolved to local governments. In

the other provinces, only basic municipal functions are delegated to local

governments such as water supply and sanitation, solid waste collection,

roads and streets, streets lighting, parks and playgrounds. As far as the

potential implications of devolution for social service delivery are concerned,

keeping in view the trend during the Devolution Plan 2001, it can be

expected that the new local governments will be able to playa significant

role in improving the deteriorating condition of social services if they are

provided with sufficient authority and resources. Progress in social indicators

may nevertheless vary according to the degree of decentralization in each

province. In this respect, prospects of improvement in delivery of social

services appear to be higher in Khyber Pakhtunkhwa as compared with

other provinces.
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It was expected that after the Eighteenth Amendment giving enhanced
powers to the provinces. and 7th National Finance Commission award,
under which the provinces receive 60 per cent of the revenues, the process
of devolution to the districts would have deepened and accelerated. The
reality is however that the contraty is happening. There is a reversion
towards greater centralization and concentration of powers in the provinces.
The Punjab government has retaken control of 11 of the 13 departments
devolved to the district level under the LGO 2001. Education and health
will be run indirectly through its proxies in the district authorities. In major
cities, the province has also taken control of a number of local functions
through the creation of SPVs such as the Lahore SolidWaste Management
Co. Babar Sattar,I'a leading lawyer,makes the following comments on the
Punjab system:

Article 140-a of the consticution after the 18th Amendmem, mandates the

provinces to establish local governments and 'devolve political. administrative

and financial responsibility and authoriry to the elected representatives'. Ie
was the relentless prodding by the Supreme Court that caused the reluctant

promulgation ofloca1 government laws across provinces, including Punjab.

And just when localgovernmentswerefinallycoming to life, the PML-N
has revived the retrograde commissionerate system duough the Punjab Civil

Administration Ordinance. 2016.

None of the local governmem laws devolve policical, administrative, and

financial authority to elected local governments. The rules framed under

these laws have been used by the provincial governments to claw back

power instead of delegating it to the third-tier of governmem. But with the

Punjab Civil Administration Ordinance, the PML-N isn't even being coy

any more. It has vested administrative and financial authority in the DC

and commissioners who will lord over districts and divisions, while elected

local governments will remain useless debating clubs.

In 2013, the PML-N was voted into power in the centre, Punjab, and

Balochistanand had a rcal oppottunity to build local governments in at
least two provinces as an effective third-tier of government most relevant to

ordinary people. Instead, it used all the power and the devices at its behest to
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sabotage the idea of the local government. The Punjab Civil Administration

Ordinance will ensure that leading up to the 2018 elections, districts are

under the control of Des, who themselves have no security of tenure and

are kepr on a right leashby the CM's office.

In Sindh, the Karachi Building Control Authority, Karachi Water and
Sewerage Board, Karachi/LyarilMalir development authorities, and other
urban development authorities and water and sewerage agencies have been
taken over by the provincial government. What is the government doing
with the infusion of large funds? An answer is sketched out by Afshan
Subohi, business editor at Dawn, from an interview with membets of the
provincial hierarchy:

Sindh has plenty of funds since money transfers improved after the 7th NFC
award, Do you ever wonder about ghost employees or schools or basic health

units. etc? Every year projects appear on paper, funds are released but monies

are deposited in personal accounts and shared in the ring of the corrupt

officers and politicians .... Believe it or not there are multiple projects where

less than Spc of the allocated amount was spent and the remaining 95pc was

pocketed by politicians and their cronies. In Punjab. according to anecdotal

estimates. corruption cost is 45pc of the total project cost.I'i

Karachi witnessed a significant turnaround in construction and remodelling
of roads, underpasses, f1yovers,improved traffic and transport management,
availability of water, sanitation, and solid waste disposal in 2002--08. Whar
has happened since then is described by an observer, after visiting Karachi
in recent years:

Among the first impressions that non-residents of Karachi get of the city

when they arrive here is that Pakistan's largest metropolis is one large garbage

dump. For the residents of Karachi, it is more than a garbage dump--it is

a forever looming health hazard.

Why the city's roads and drainage are in perpetual need of repairs and

why the quality of construction [is] always so poor are questions that are
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never really answered. As things stand, Karachi fails on all measures of

providing a deccnr living srandard ro irs residenrs. Ir produces around 20,000
[Dones of solid waste, with at least 18,000 wones of it burnt in drains and

open spaces. Hardiy 2,000 ronnes of garbage makes ir our of rbe ciry while

the remaining keeps piling up on the streets, roads and other open spaces.

It is difficult to disagree with one of the leading architects and serious
scholars of Karachi, Arif Hasan,16 who thinks that in the absence of new

and effective institutions of governance at the local level, there is very litrle
hope of delivering the services demanded by the citizens:

For the poor, and now also for the lower middle class, needs related to

transport, water, land, and housing are catered to by an exploitative,

unreliable informal sector, while land use is comrolled by a powerful
developers' lobby rbrough bribes and coercion, devastating rbe ciry.

In 1998, 30 per cent of Karachi's primary schooi srudents studied at

governmenr schoois. This dropped co Gpc in 2015. Mosr of rbese schools,
including rbe GOO-plusKMC ones, are on rbe verge of collapse. Many of
them have more teachers than students. For curative healm. the vast majority

ofKarachiites rely on quacks as there is no comprehensive preventive healclt
plan in place.

One-time events and short term funded projects are imponant but

they alone cannot overcome the problems of the city which needs new and

effective institutions of governance.

Management, recording, wning, land tirles, and compurerizarion of urban
land is an area which requires major reforms and decentralization to local
levels as urban land has become a major source of windfall capital gains.

First, the conversion of agriculture and urban use adds value and increases
land prices. Second, changes in the wning laws--in which urban areas are
divided into residential, commercial, and industrial wnes--are anorber
source of capital gains. Finally, the difference between the allotment
price, which is actually subsidized, and the market price reflects a scarciry

premium and has made fortunes for the allortees.
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The conditions in the rural areas have become even worse. Just 23
per cent of schools in rural Sindh have electticity, water, toilets, and
boundary walls, according to Alif Ailan. Teachers are found absent
from the schools, rural health clinics do not have an adequate supply of
essential medicines and are usually manned by unqualified compounders,
and children are sutrounded by filth and dirt, as Naween Mangi,17who
runs a successful NCO in rural Sukkur, describes. 'Most kids spend their
days playing barefoot on ttash heaps without any form of constructive
engagement.'

A comparison of key social indicators or the periods before the
2001 LCO reforms and aftet their replacement by the post-200S local
government system is vety revealing. All the four key indicators showed
impressive growth duting the period 2002-oS in comparison to the earliet
or later periods when they were either stagnating or declining.

Table 7.1: Selected indicators of social development in Pakistan

Literacy Rate 39 45 56 58 2.4 3.7
Net primary 44 42 55 57 -O.S 4.6
enrolment rate

Child 53 73 76 5.5 0.8
immunization

Accessro tap water 25 25 36 26 0 6.3 -6.3

Sources: Pakistan Integrated Household Survey 1995-96; Pakistan Living Standards
Measurement Survey (2004-05, 2007-08 and 2013-14); Pakistan Economic Survey
(2014-15) culled from SPDC, Annual Report 2016

PROPOSED REFORMS

AB most of the interaction between an ordinary citizen and a government
functionary takes place at the district level-and the present level of the
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latter are ill-trained, poorly paid, unhelpful, and discoutteous individuals
enjoying arbitrary powers-a new set up is required at the district level.
A district service should be constituted comprising all employees serving
in Grades 1-16. These employees will serve in the districts of their choice
throughout their career. Direct recruitment to Grades 11 and above will
be made on merit through the Provincial Public Service Commission. The
district servicewill consist of two cadres: generalist and technical. This will
minimize the political pressutes for transfers and postings as two-thirds
out of 2 million employees working in the provinces will remain in their
respective district governments. Training in technical and soft skills will
be made mandatory for all members. The district government needs to be
strengthened by establishing administrative linkages between the union
councils, town committeesltehsil councils, and district governments. The

post of executive magistrates will need to be revived. If the system of district
nazims is revived,which it ought to be, law and order, disaster management,
and land record management should be taken out of his purview and
transferred to the depury commissioner. This office should be transformed
into that of a district chief oper.ating officer with an enlarged scope of
responsibilities. The devolution of developmental projects, programmes,
and departments was working satisfactorily until 2007 and should remain
with the district governments.

SUMMATION

The system of local government has not taken firm root even aftet 70
years. The ignominious associarion of the LG revival and strengthening
with military dictators has created a popular narrative that has undermined
the potential usefulness of devolution and decentralization. The Basic
Democracies System under Ayub got a bad name because it was used as an
electoral college for his election. Zia ul-Haq did not confer any significant
powers on the LGs apart from the routine municipal functions. The
most radical change was brought about under Musharraf in 200 I which
transferred 12 provincial departments to the district governments, abolished
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the post of deputy commissioner, and made an elected nazim head of the
disttict administration. Forty per cent of the provincial budgetary resources
were placed at the disposal of the districts. As the local nazims became

powerful this caused a stir amongst provincial ministers and legislators
who, with their control of financial resources and legislative authority,
did all they could ro weaken the district governments. This tussle was still
in play and the system had not reached a point of equilibrium, when the

new governments after 2008, instead of amending the 2001 Ordinance,
took the drastic step of abandoning the system alrogether and once more
began the process from scratch. Apart from KP, which continued ro retain

some of the features of the 2001 system, the other three provinces opted
fot the much weaker 1979 Ordinance which is a negation of devolution.
Thus the ptovincial governments, having become relatively sound
financially after the 7th NFC and themselves assuming all the powets,

have caused a severe setback to the process of bringing the government
ro the doorsteps of citizens. The future of the LGs does not look at
all promising.
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8

The Civil Services

The channel through which governance affects development is its
civil servants. their quality, incentives afforded to them, and their

accountability in terms of results. The key to quality and high
performance lies in attracting, retaining, and motivating civil servants of

a high professional calibre, and their integrity. It is therefore insttuctive
to trace the evolution of the civil services in Pakistan, assess their current

performance, and propose reforms that can help revive rhe services to
become effective, efficient, and responsive.

Pakistan inherited the British civil services as irs administrative apparatus
at the time of the partition of India. The hallmark of those civil servants
was constitutional protection, politicaJ neutrality, permanency, anonymiry,
and merit-based recruitment. This petmanent civil service provided the
indispensable element of continuity and a SOUtce of expertise to the
administration. ]innah wanted to retain these positive features of the British

period and wanted an 'apolitical, neutral, and independent' civil service
structute for Pakistan. The founder believed that politicians and bureaucrats
would need to wotk together and tespect each other's lawfuJ autonomy and

role in the state. In an address to ministers and the bureaucrats in Peshawar.
he made it clear that the buteauctacy constituted the backbone of the state.
I1han Niaz aptly comments, 'the weight borne by this backbone and the
speed with which it managed to restore order, taxation, and communications

and even began wotking on raj long term development plan was stunning'.
Accotding to I1han, I thete is Jittle evidence that indicates Jinnah 'aimed
at tefotming the bureauctatic order inherited from the British Raj'. 2

At the time ofIndependence, there wete only 101 Muslim officers in the
entite cadre of 1,167 in the Indian Civil Service.' Of these Muslim officers,

210
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95 opted for Pakistan. In all, there were only 300 Class I civil servants at
the time of Independence. This small group formed the core of the new
state's administration and was called upon to meet the challenges of the
formative phase of the newly carved-out country with very little financial
resources, no industry, and primitive agriculture as the dominant sector
of the economy.

Braibanti' pays tributes to this small group of dedicated officers
as follows:

Pakistan had to create de novo a state from two cu1ruraily disparate, physically

separate, strife torn areas. The odds against success were enormous. To have

constructed a nation for several years with 50 experienced government

officials of reasonable maturity in policy-making positions is a singular
tribute to the British administrative heritage and Muslim perseverance.

Dennis Kux' too has high praise for them: 'American diplomats in Karachi
admired the small band of overworked, highly motivated and idealist civil
servants who struggled to establish their new country.'
The new government of Pakistan, therefore, decided to continue the

system inherited from the British and in the same vein, set up the Central
Public Service Commission and entrusted it with the task of recruiting
young officers to fill in the cadres of the Civil Serviceof Pakistan (CSP), the
Foreign Service, Police Service,Audit and Accounting Service, Income Tax
Service, Customs Service, Railway and Military Accounts Service, Railway
Service, and Postal Service. These officers-grouped under the Central
Superior Services(CSS)-were selected through a competitive examination,
an interview, and a battery of psychological tests conducted to assess their
competence, potential, and apritude. The standards were so high that only
the best and brightest 100 young men and women (the average age ar the
time of entry was 24 years) ftom several thousand applicants were able to
make it to the final selection.

The Superior Civil Servicesbecame the profession of choice for Pakistan's
talented youth as selection to anyone of these services conferred prestige,
status, security, career progression, and job satisfaction. Remuneration
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was not particularly attractive in comparison to the very few private
multinationals but alternative employment opportunities were almost
non-existent. Besides, the lifelong job security and a sense of idealism to
serve the country in key positions in different public organizations and
institutions compensated for that shortcoming and acted as a powerful
magnet. The larger role assumed by the state in the post-Independence
period and the challenges of laying the foundations of a new developing
country provided both the opportunities as well as motivation to this high
calibre group. Most of the new entrants had at least a Master's degree and
had secured the highest division from one of the leading universities in
Pakistan, and several of them had graduated from Oxford, Cambridge, the
London School of Economics, and the like. A study of the civil servants,
published in 1964, revealed rhat out of the sample of 3 J CSP officers, as
many as 14 had obtained foreign qualifications." Until the late 1950s, CSP
probationers were sent to Oxford or Cambridge for a year after completing
their training at the Civil ServiceAcademy.This creme-de-la-creme formed
the backbone of rhe higher civil service of Pakistan. Their continuing
development as future leaders was carefully planned through on the job
training, rotation of jobs, delegation of authority, mid-career training at the
National Institutes of Public Administration, and advanced management

training at the Administrative Staff College.
By the mid-I960s, Class I officers expanded to 3,000, with 500

belonging to the top CSP cadre. These officers filled in the positions
of deputy commissioners and commissioners in the field, heads of the
departments in the provinces, and secretaries in the central government
ministries. The heads of the newly established organizations, such as
Pakistan Industrial Development Corporation (PIDC), Water and Power
Development Authority (WAPDA), Agriculture Development Corporation
(ADC+, Planning Commission, Development Authorities-such as
KDA for Karachi, CDA for the Capital, and the Pa!tistan Industrial and
Investment Corporation (PICIC), which played an instrumental role in
turning the economy around, were drawn from this cadre of officers.
Although the selection process was based on merit, an innovative

approach was introduced in the form of affirmative action for the
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candidates appearing from Pakistan's lessadvanced provinces. As they could
not secure the top positions purely through merit, a quota system was
introduced, ensuring that the top candidates from their respective provinces
wete represented in the final selection. In recent years, 10 per cent of the
seats have been reserved for women and 5 per cent for the minorities. This
merit-cum-quota based system has survived all attempts at reform to rhis
day. It has been relatively successful as there are officers from Balochisran
and rural Sindh, and women occupying top positions in the civil service.
Given the wide regional and gender disparities, this innovation has, with
few exceptions, not compromised the quality of the overall intake as it
has incentivized young, bright, and ralented srudents from the backward
areas of Pakistan to prepare themselves to compete in the examination. In
absence of this reservation system, it is doubtful whether this incentive
would have actually worked.

The practice-where most of the positions of secretaries, heads of
department, autonomous bodies, public corporations. and other state-
centred institutions were reserved for members of the CSP-eontinued
uninterrupted until the reforms of 1973.
The CSS officers, along with a large number of specialists in the fields

of agriculture, engineering, medicine, education, health, animal husbandry,
and forestry who were recruited for the attached departments were from
Class I services. While the ministries of the central government and
the secretariat departments in the provinces were responsible for policy
formulation. the attached departments implemented and oversaw the
policies and projects. Other administrative and technical persons, who
provided support to Class I officers, were placed in Class II and the
crossover from Class II to Class I could occur either by appearing at a
direct recruitment examination or to a limited degree through promotion
on merit cum seniority. Their remuneration was much lower and the
opportunities for career progression were much more limited and slower
on the time scale. Class I and II officerswere called Gazetted officers-their
appointments were notified in the official Gazerte of the Government of
Pakistan-and were therefore assured some sense of stability, security,
and entitlement.



214 GOVERNING THE UNGOVERNABLE

Class III officials in the main clerical staff engaged in the bulk of routine,
repetitive tasks. maintained the records, initiated the movement of files,

and dealt with the public at large. The lowest cadre was Class IV which
comprised peons, messengers, tea boys, cleaners, attendants, labourers, and
the like. Class III and IV employees were non-gazetted and not recruited by
the Public Service Commission. The provincial governments were allowed
to recruit their own provincial cadres along the same lines except rhar they
could nor recruit officers of the All Pakistan Services, i.e. the Civil Service
of Pakistan (CSP) and the Police Service of Pakistan (PSP), and the Federal

cadres. CSP and PSP officers could be posted at the Centre as well as
in anyone of the provincial governments. The rotation among different
provinces was aimed at developing a national, cohesive, and informed

outlook on policy matters as they acquired hands-on experience, working
in diverse geographical areas with different ethnic and diverse popularions
at many levels of responsibility, i.e. both in the field and the secretariat. This
concept was a departure lrom the British legacy which has been retained

by the Indian government. The lAS and IPS officers are assigned to a
particular state cadre and they serve throughout their career in that state
or on deputation at the Centre. They have no exposure to, or experience

of, any other state.
This strict stratification inherited from the British remained in place

until the early 1970s when it was replaced by a Unified Pay and Grade
Structure, moving from the lowest Grade 1 ro tbe highest Grade 22. In
reality, the new structure did still correspond to the old stratification.

For example, Class I officers were now directly recruited ar Grade 17
and gradually rose to the highest positions in Grade 22. Class II officials
were placed in Grade 13 to 16, Class III in Grades 6 to 12, and Class IV
in Grades 1 to 5. Their pay-scales, methods of recruitment, and career
advancement opportunities strictly mapped those of the four classes from
which the 22 grade structure was derived. Changes in nomenclature
and designations were also periodically introduced and the upgradation
of posts from one grade to another have hecome a constant feature,
continuing to date but the spirit behind the original rigid class structure has

remained intact.
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The 1964 study' revealed rhat rhe elite nature of the superior services
cadre was not due to the socia-economic background of those selected
but due to their intellect and educational excellence. In fact, borh rhe civil
services and the armed forces proved to be the major vehicles for social
mobiliry of individuals from families in rhe lower and middle income strara
of sociery.The srudy shows rhat only 13 per cent of rhe members of rhe
highesr ranking CSP cadre were from landed families while 64 per cent
were from families with long histories of government service.8

A popular criricism of the CSP cadre has been the enormous powers
they enjoyed in Pakistan's early period. An observer has opined that
'internally, incompetent politicians and rheir factionalism generated conflict
and instabiliry, while rhe civil servants and later the military, came to
represent stabiliry.'
One of the earliest reforms of any significance was undertaken in the

1960s by Ayub Khan on the recommendations of the Administrative
Reorganization Committee.9 The section officers' scheme was introduced
in the central minisrries and rhe provincial secrerariar departments. The
hierarchical tiers were reduced from seven to four rhrough which rhe files
moved and decisions were made. The role of assistants and clerks in noting
and initiating a file was curtailed and assigned to the section officer. The
logic underlying this reform was that a better qualified and trained officer
would contribute towards the improvement in the qualiry of input that goes
into policy-making, reduce the time-span in the disposal of official business,
and accelerate rhe decision-making process. Financial control, budgeting,
and accounting was overhauled by building in financial advisers wirhin
each ministry. An economic pool, based on selection from various cadres
and non-cadre officers, was created (0 fill senior positions in economic
ministries. A noteworthy move by the Ayub government was to establish an
Administrative Staff College to train senior civil servants and the National
Institutes of Public Administration at Karachi, Lahore, and Dhaka to
train mid-career civil servants. Foreign training of civil servants at leading

universities in the US and UK was also made part of career development.
Training was linked ro promotion by taking into account rhe evaluation
reports of the training institutions at the time of promotion. 10
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The Planning Commission was strengthened and convened into a fully-
fledged division directly undet the president. This elevation in status, as
well as the selection of highly qualified professionals, institutionalized the
planning and policy process. The Commission played a key role in the
impressive economic turnaround of Pakistan in the 1960s.

It was not until 1972 that a popularly elected government decided
to break up the frame of the civil services and make them more pliable
and flexible. The constitutional protection ensuring the civil servants'
independence and neutrality was revoked. The service cadres were replaced
by occupational groups and a unified grading structure was introduced,
ranging from Grades I to 22. All Class I positions relating to cadre,
non-cadre, or ex cadre were lumped under Grades 17 to 22. A former
Establishment secretary found, after this structure had been in place
for some time, that 'the new system introduced rigidity, distortion, and
grade consciousness'." The unified pay-scales embedded in this structure
were tilted in favour of lower grade employees. The difference in salary
berween an officer in Grade 22, which used to be 285 times that of the
Grade 1 at the time of Independence, shrank 10 times after the 1972-
73 reforms. One of the reasons for the higher civil services becoming
unattractive for young talented individuals and for the increasing tendency
to engage in corrupt practices can be largely ascribed to this reduced
financial remuneration.

The elite cadre of the CSP was split into the Secretariat Group, District
Management Group, and Tribal Areas Group. The Secretariat Group was
opened up for lateral and horiwntal movement of officers from other cadres
or groups. Thus, the quasi-monopoly of the Civil Service of Pakistan in
senior appoinrmems and exclusive reservation of top management positions
came to an end. The CSP Academy, which previously used to exclusively
train pre-service probationers of the CSP cadre, was abolished and in its
place a Common Training Programme for all occupational groups was set
up. The entire bureaucratic machinety was amalgamated into a hierarchical
framework of 22 pay-scales." All the different superior service cadres
(now termed occupational groups) were brought at par and unified with a
uniform pay-scale, recruitment, and training.
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The federal and provincial secretaries and additional secretaries could be
retired from the service without assigning any reason. Summary procedure
was introduced as part of the Efficiency and Discipline Rules. Omar
Noman 13 argues rhat 'the new procedures of dismissal accentuated the
insecurity of bureaucrats and further undermined their authority.'
The reforms curtailed the autonomy and supremacy of the Civil Service

of Pakistan. Policies were now being outlined by elected representatives,
a significant demotion for civil service. The genesis of the reforms can be
traced back to the following statement made by Mr Bhutto: 'No insritution
in the countty has so lowered the quality of our narional life as what is
ealled naukarshahi (rule of civil servants). It has created a class ofbrahmins
or mandarins unrivalled in its snobbety and arrogance, insulated from the
life of rhe people and incapable of identifYing itself with them.'
The numbers of those acrually inducted through lateral entry vary

greatly. Some aurhors say rhat 5,476 persons were appointed to Grade
16 and above positions in the federal (2,800) and provincial governments
(2,676). 'Lareral entry of 1,374 officers at the higher echelons-three times
greater rhan were required to fill in the vacancies-and their selection on
the basis of the recommendations of party stalwarts shook confidence in
rhe public institutions under the new government.' Ilhan Niazl

' believes
thar 'Bhutto wanted to create a body of officials personally loyal to him
and abjectly dependent on his favour for their elevation. Through them,
the career bureaucrats could be controlled and marginalized.' The out of
turn promotion policy introduced as a result of these reforms prompted
ambitious civil servants to align themselves closely with the poliricians
in the ruling party. The line between the parry and the state was further
blurred in 1977 when members of the civil services actively participated
in the rigging of the parliamentary elections. I'
A srrong, popular, and highly intelligent leader with an abundance

of charisma, who could have laid the foundations for the establishment
of civilian democratic institutions on sound foundations, missed that
great opportunity. His autocratic style and the personality cult he built
around himself overwhelmed his instincts for an enduring long-term
solution which could have ptovided an institutional base for democratic
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sustenance in Pakistan. It is itonical that his failute to strengthen the
institutions of democratic governance and neutral civil and police services
for shott term political ends led to his deposition ftom office by the
armed forces.

Zia continued with the same structures and did not undo the
administrative reforms of the Bhutro period. A Civil Service Commission
was formed by Zia ul-Haq in 1978 but it chose to leave the 1973
reforms intact. 'Unlike Yahya or Musharraf, [Zia] quickly grasped
that the higher bureaucracy represented rhe most competent element
in Pakistani society and should be relied upon to carry out the civil
administration. '

The 1988-89 period was a turning point in the histoty of the civil
services and the ptocess of institutional decay. The reforms of the 1970s
began permeating as incompetence, politicization. and corruption
began surfacing like a hydra's head. The following 25 years witnessed a
significant decline in the quality of new recruits to the civil services as

the implicit trade-off between job security and low compensation ceased
to operate and the expanding private sector, including multinational
corporations, offered more attractive career opportunities. Job insecurity,
combined with an etosion of real wages in the public sector, also led
to Jow morale, demotivation, inefficiency. and resorting to corrupt
practices among the civil servants at all levels. The abuse of discretionaty
powers, bureaucratic obstructionism, and the delaying tactics adopted by
government functionaries became parr of the manoeuvring to extract rems
to supplement their salaries. In real terms, the compensation paid to higher
civil servants was only half the) 994 package.
The low wages meant that the civil service no longer attracted the most

talented young men and women. Some of the incumbents of the civil
services, in their instinct for self-preservation, fell prey to the machinations

of the governments in power and many of them got identified with one
political party or another. They willingly patticipated in and benefited
ftom the culture of pattonage practised by the politicians. During the
) 990s, the replacement of one political party by another in the corridors
of power was followed by changes in the higher bureaucracy. This gtowing



THE CIVIL SERVICES 219

tendency of infotmal political affiliation to hold on to key positions was
also tesponsible fot the end of an impattial, neuttal, and competent civil
service responsive to the needs of the common man. Loyalty to ministers,
the chief ministet, and ptime ministet took ascendancy ovet accountability
to the general public. The frequent takeovers by military regimes and the
consequential screening of hundreds of civil servants led to subservience
of the civil service to the military rulers, erosion of the authotity of
the traditional institutions of governance, and loss of initiative by the
higher bureaucracy.
A former senior civil servant" describes this petiod in the following

terms:

the marginal recovery in terms of neutrality, independence, and

nonpartisanship of public services made under Zia collapsed in the face
of the unrestrained political patronage. The persistem interference from
the elected representatives in the transfers and promotions of officials

high and low allowed 'unscrupulous and dishonest bureaucrats' to rise and

reinforced. a pervasive 'culture of corruption. Such arbitrary acts eroded to

a very considerable extent the 'autonomy of all departments' and adversely

impacted the district administration.

It has become a new norm that civil servants who were perceived as being
loyal to one particular political regime when it was in power came to
grief when the opposition party assumed office. The number of officers
on special duty (050s), which was the summary punishment for these
individuals, swelled at the time of regime change. Rewards in the form
of promotions, ptize jobs, plots of land, and other petks including higWy
subsidized housing in government estates were bestowed exclusively upon
those who were pliable and towed the line of the political party in power.
Frequent transfers at the instance of the minister in charge of the portfolio
have become a highly abused tool to harass, victimize, inrimidate or win
over recalcitrant civil servants. Lack of continuity in the top job adversely
affects the performance of the department, erodes accountability for results,
and results in failure of delivery of services to the public at large. At the
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policymaking level, job insecurity forced the civil servants to go along
with the whims and captices of theit political masters tather than rendet

independent advice. Successive governments brought in their favourite civil
servants to occupy key positions. Loyalty rather than competence became
the acid test for survival. The winners in this game included political

leaders and acquiescent civil servants while the losers were ordinary citizens
who ceased to have access to the government and had no way of having
their grievances redressed and honest officers who did not want to play

this game.
Another fat-reaching change took place under the Devolution Plan

of 2000 prepared by the National Reconstruction Bureau under the
chairmanship of Lieutenant General Tanvir Nagvi. The 200 I Local
Government Ordinance and the Police Ordinance 2002 abolished the
post of deputy commissionet who formed the single-point anchor for

both citizens and government leaders. These powers were transferred
to the elected nazims. Hitherto, whether it was law and order, security
and safety, land records, tevenue collection, or development work, the
DC who was considered a neutral, impartial, and fait officet had been

assigned responsibility and held accountable for the results. The DC-
SP duo played a crucial role in enforcing the srates writ in the district.

The executive magistracy system was also replaced by judicial magistrates
and the police administrarion was brought under the control of Public
Safety Commissions with the elected nazim reporting on the performance
of the district superintendent of police. The level of demotivation and
disillusionment among the younger civil servants touched its peak because
they did not see any future for themselves. Many of them opted for postings
outside the government, thereby further depleting the pool of honest and

competent officers.
The repercussion of these changes in the civil service structure and

incentives over time has been seen in the deterioration in the quality of
new entrants. The following rable shows that the competition has slackened
as talented and bright students no longer opt for the Central Services
examinations which once used to be considered a dream job for bright

young men and women.
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Table 8.1: Recruitment through Central Superior Services Examination

1990

2006

2016

10,000

4,125

9,643

\,000

273

202

126

180

199

:tf!Tt~llf
.."'i'Jt'ti,,"
:~l~~~

7,9

\'5

1.0

Source: Federal Public Service Commission Annual R(ports (various years)

An examination of the data shows that the number of candidates appearing
at the CSS examinations has fallen drastically in comparison to 1990
at a time when the number of graduates coming out of the universities
has multiplied manifold. The othet point that emerges is that the pass
percentage has fallen so low that anyone who passes is assured a job as
the number of vacancies are almost equal to the number who pass the
examination. In the 1960s and early I970s the competition was fierce and
as many as eight to ten candidates qualified for each job opening but only
those who made it on the merit-cum-quota criteria were selected.
Another contentious issue that has remained unresolved, norwithstanding

many deliberations, relates to the role of specialists--engineers, docrors,
lawyers. accountants, agricultural experts. economists, scientists, and
others-who feel like second class citizens in the government hierarchy.
The specialists think that a generalist should not be appointed as head of a
technical department because they are neither interested in nor understand
and have the skills and knowledge to adequately manage projects on hand
and have to be educated on the job. As soon as they have mastered these,
they are transferred to another department and everything has to start
from scratch once more. The opportunities for career advancement for

technical specialists is therefore always limited and they feel demoralized
and demotivated, and lose interest in their work. In the long run they also
lose their technical skills and expertise because they hardly get to utilize
their skills or get opportunities to refresh their knowledge. Professor Paul
Beckett noted, after visiting Pakisran, that the technical judgement of
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mature and well-qualified technical personnel was generally subjected to
modification by juniot sectetariat officers of very limited maturiry and
experience. He observed that he could think of few more effective ways in
which to dampen the enthusiasm and to stifle the initiative of the specialists
or to impede economic development programmes which must depend
heavily on technical skills and judgement. According to him, experience
and maturity should be the decisive factor and not the cadre to which
they belong.

The genetalists argue that the administrative head should be a person
who is impartial and unbiased; specialists drawn from the department
who have spent their career there develop favourable or unfavourable
attitudes towards their peers and subordinates. The postings, promotions,
and perks are then assigned by them on the basis of merit, impartiality,
and objectivity. They further argue that decision-making does not involve
technical knowledge alone but is broad-based, taking into account also
economic, social, and financial considerations. The specialist head of a
department lacks the knowledge of these dimensions and therefore the
outcome may be too narrowly focused on technical considerations alone
resulting in unintended but adverse consequences. The departmental head
has to coordinate with other departments and agencies of rhe government
and the generalist can perform this function better because of his wide
network of COntactsserving in other departments. The downside is that,
apart from a couple of thousand officers recruited through the Central
Superior Services, the majority of civil servants remain confined to ex-cadre

or non-cadre jobs with limited opportunities for career progression. In the
twenty-first century domain, expertise has become important and needs

to be harnessed to enhance productivity, foster innovation, and assimilate
and diffuse technology for the general welfare of the population. The
public sector will not be able to attract and retain this expertise unless the
present adversarial system is so altered as to bring about synergies between
generalists and specialists for the common good.

The resultant demotivation, demoralization, and despondency among
a majority of civil servants is reflected in the poor service delivery,
indifference, inaction, and apathy towards clients, and a mind-set
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resistant to change becoming ingrained in theit psyche. A survey of the
civil servants carried out by PIDE in 200717 confirms this observation.
93 per cent of respondents, i.e. all civil servants, agreed that civil service
performance had deteriorated over the years They acknowledged that
the service is corrupt and their public approval rating is low. They were
demoralized and did not have faith in their human resource management
as connections played a major part in the selection for foreign training
and their independence was curbed by repeated political interfetence. In
contrast, a survey carried our in 1961 of the various categories of civil
servants in Pakistan by Muneer Ahmad found that the most attractive
profession for young men and women in Pakistan was government service.
The reasons for this choice were:(a) prestige of the office and rapid career
progression; (b) security of tenure guaranteed in government service; and
(c) and post-retirement benefits.
At an informal poll conducted at the IBA, Karachi, the students were

asked, after a presentation made by a member of the Federal Public Service
Commission in 2010, why they did not opt for the civil services. They
advanced the following reasons: (a) poor salary and remuneration; (b)
poor perception of the civil servants amongst the public; (c) insecuriry;
and (d) lack of opportunity for professional achievement.
The question as to whether the best and the brightest talent should

be artracted to the civil services or the public sector in general has been
debated at official, private, and public fora. There is a great deal of variance
in the views of the civil servants themselves. A serving young officer is of
the view that:

Since its inception as the Imperial Civil Service in the nineteenth century,

the civil service (via bureaucrats) has acted as a linchpin in administering

the everyday affairs of the government and ensuring continuicy of service

delivery irrespective of political upheavals. fu such, it is imperative that the

civil service consist of the best, brightest, and most competitive individuals

who possess a passion for public duty. fu; part of the recruitmem process,

competitive exams chen form [he backbone of civil service given that the

quality of Pakiscan's future governance hinges upon it.
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Over the years, however, the decline in the quality of new recruits has

resulted in poorer governance. Politicizing the service further weakened
the institution, and bureaucracy was blamed for its perceived facilitation
of malpractice by being hand-in-glove with corrupt politicians. This has

tarnished the image of the once prestigious CSS to the point that the general
public has become increasingly discontented with its performanceY

A contrarian view has been expressed by anorher civil servant who became
so disenchanred rhar he decided ro resign from rhe service. He feels:

The question is: do we really need extraordinary individuals in the civil

service? Exercise helps make muscles stronger and more powerful; inactivity
renders them limp and powerless. The same can be said of intellect. Even
if able-minded, dynamic individuals join the civil service, the system is

designed to blunt their cutting edge. The current system places a lot of
focus on the politician (the temporary executive) and very little on the civil
servant (the permanent executive). There is no need to have brilliant minds

when all you are going to do with them is throw their potential away or
leave them to rust indefinitely.

For example, civil servants in this country are hardly ever involved in
policymaking. W'hen it comes to town planning or development projects,
it is generally the wishes of politicians that prevail. Prudent civil servants
can continue to amass their offices with plans but, at the end of the day,
the plan most likely to see the light of day will be the one that gets the nod
from politicians. Political mileage is key.

Then comes foreign policy; the government also sometimes appears to
be at sea on this front despite the fact that the prime minister himself holds

the portfolio of foreign minister and also has the counsel of a couple of very
senior advisers. Civil servants hardly have an input in foreign policy, they

are mere paper pushers.
Pakistan Railways claims to have turned things around for good. Even if

we are to believe their claim, does this so-called turnaround have anything
to do with the intake of civil servants? The answer is a simple 'no'-the
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only thing that changed in the department from the previous government

was me minister.19

One of the teasons for the waste and non-utilization of talent is the neglect
of in-service ttaining for rhe upgradation of rhe skills of rhe civil servants
and preparing them for the next level of responsibilities. There is an
elaborate system of training institutions and no promotions are possible
from Grade 18 upwards unless rhe officers have attended rhe relevanr
courses. This has unfortunately become a formalistic ritual rarher than a
substantive undertaking. Mshan Subohi, a senior official who has been
associated with training institutions. believes:

there appears little mocivation [Q undergo training for skill development, and

professional growth ... Attracting and retaining the best faculty positions

remains the greatest challenge for public sector training institutions. Unlike

the Armed Forces where being selected for an instructional assignment is a

matter of prestige, a civil servant opting for the training institute is generally

looked upon as having failed in the mainstream.20

In the 2007 perception survey, 80 per cent of rhe respondents cited foreign
training as being superior to rhe domestic variety, identifYing the quality
of faculty and better training content and methodology as the principal
reasons. The irony is that while the training evaluation reports are rarely
used for matching rhe skills and competencies acquired by the trained
officers wirh their postings and assignments (rhe government having spent
millions of dollars on their rraining), there is a hue and cty over severe
capacity constraints in public sector institutions. There is a huge disconnect
between investment in and proper utilization of human resources in the
public secror. Specialized training institutions are doing very little to
enhance rhe technical skills of the officers.The present network of ttaining
institutions cater to the cadre officers only while the vast majority of the
professional and technical experts working in rhe government outside the
cadre services have no opportunity to learn new techniques and upgrade
their domain knowledge at all during rheir careers in government service.
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One of the majot reasons for the poor image of the government amongst
a majority of citizens is the antiquated system of primary interaction
between the state and citizen. This interaction occurs through low-paid,
ill-equipped, poorly educated, and rude functionaries such as the patwari,
thanedar, and sub-divisional officer enjoying enormous discretionary powers
and engaging in rampant corruption, inefficiency, and poor governance.
The officials at the localleve! do not enjoy the aurhoriry and powers to

act expeditiously bur keep on referring the matters to their supetiors and
the citizens are fotced to move back and forth among diffetent offices.The
clerks and assistants in the offices of their superiors are neither Courteous
nor responsive.

Donor agencies have also been engaged in reviews of the civil services
and the otganizational structute of the government. The World Bank in
its report, A Framework for the Civil Service Reform in Pakistan," identified
three major shortcomings:

An over-centralized organizational structure, as well as rigid, ottcn irrelevam.

and unevenly enforced rules and management that are inappropriate for

most public sector activities, result in delays in responding to clients and

distract senior officers from strategy formulation, policy making and results-
oriented management

Seriously eroded internal accountability and lack of accountability to

the public. As a result of its colonial heritage and long years of military

dictatorship, the civil service accountability to the public has always been
very limited

and

Politicization of civil service decision making. Political interference has

reduced the effectiveness and professionalism of the civil service, while at

the same time politicians have failed to exercise their oversight role in the
wider public interest.

The constant refrain of poliridzation of the civil services and a growing
culture of Joyalry and patronage is also confitmed by academic research.
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In a case study of Pakistan published in a tefereed joutnal, Ayesha Hanif,
Nasita Jabeen, and Zafat Jadoon22 came to the following conclusion:

According to the imerviewees, political meddling and interference was

highlighted as the most important factor affecting not only performance
but also the entire functioning and working of civil service. One senior
bureaucrat viewed that merit starts deteriorating when no matter how
sluggish or dim witted the officer is, he/she gets good scoring on Performance
EvaluarionRepott (PER)and alsobetter transferand placesof posting on
the basis of political connections. Lack of merit based transfers and postings
make officials unconditionally loyal to their political masters and this fear

factor heavily influences performance of the civil servants.
In essence, the servants of the state, reduced to the condition of personal

servants of the politically powerful, have become miniature reflections of
their masters. It means that all too often, the officers with integrity do nO[

get sufficient opportunity to gain experience in important positions while
those subservient to the rulers are placed in key positions where they can
effectively promote the personal interests of their masters. Thus, on one
hand Pakistan has many honest bue inexperienced bureaucrats while on the
other it has a greater number of dishonest ones who invest their time not in

performing their statutory functions but in pleasing the boss.

The views expressed above concur closelywith the findings of the ptevious
Commission/Committee reports," which have carried out in-depth studies
in the field and through interviews and presentations made by a variety of
stakeholder. Their major findings are:

(1) Absence of a long-term human resource development and management
policy, which has resulted in a neglect in harnessing the potential of civil
servants and providing a transparem, predictable, (and] level playing field

for all civil servants.
(2) Civil servants have by and large become risk averse individuals, who

avoid taking timely decisions, as the need for catering to the personal whims



228 GOVERNING THE UNGOVER1'iABLE

of (he ruling classes takes precedence over observing and implementing the

rule of law.

(3) Pressures and compulsions from the political leadership in power push

ambitious civil servants into taking partisan positions, favouring the ruling

parry rather than adopting a neutral position.

(4) A small group of cadre civil servants has been given preference in terms

of training. development, promodon, and status, to the exclusion of a large

majority of others, particularly professionals and technical experts.

(5) Decision-making has become highly centralized and fear of delegating

powers to the lower tiers is very pervasive.

(6) Rapid (Urnover and transfers of key civil servants, particularly in the

police and district administration at the behest of the politicians in power

has adversely affected implementation capacity and equality of access.

(7) Less than adequate compensation packages have encouraged widespread

rent-seeking activities by the civil servants, particularly at the lower levels,

where most of the interactions take place between citizens and government

functionaries.

(8) Creation of isolated, parallel, project units and organizations in order

to meet donors' conditionalities, has fragmented and weakened the existing

capacity of the civil service.

(9) Reliance on antiquated and outdated rules, procedures, and regulations

has led to failure in adapting to the changed circumstances and promoting

a problem-solving approach.

(10) The fight for turf and self-preservation, perpetually adversarial

relationships, and a silo mentality amongst the ministries, between the

federal and provincial governments, and between the provincial and district

governments delay grievance rcdressal and confuse the citizens.

(11) Redressal of gricvance- and complaint-resolution mechanisms for the

citizens against civil servants remain unsatisfactory and time-consuming,

notwithstanding the existence of the Federal and Provincia! Ombudsmen's

oHkes.

(12) An absence of internal accountability for results/outcomes, convoluted

and formalistic accountability before the public have shorn the incentives

for improving performance and behaviour.
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While the evidence about these weaknesses and deficiencies in the
human resource management and development of the civil servants is
so overwhelming, no action has been taken to rectifY the malaise. Sakib
Sherani, a former economic adviser to the government, believes that:

The most anti-reform constituency in Pakistan, contrary to popular
perception, is not the politicians but the bureaucracy. Barring occasional
individual reform champions, the bulk of Pakistan'sCivil servicehas become
an entrenched vested interest that is protecting unimaginably huge rents

and for whom serious and meaningful reform that will alter the status
quo for the better is anathema. \Vhile the FBR bureaucracy is the most
obvious example, it is not an outlier: the emire civil service has over the

years appeared to align itself to protecting the 'empire of rents'. This empire
straddles everything from public procurement [0 land allotment to tax

exempt or concessionary plots, perks and privileges, to re-employment

on contract.
With the politicians becoming wiser since 2008, these rents are being

shared but the pie appears to have grown to accommodate new demands.
Hence, any reform effort that attempts to ignore the 'elephant in the

room' institutional reform will have little chance of succeeding. And if
institutional reform is the elephant in the room, the 700 pound gorilla
setting in the corner is the civil service reform. Without slaying these
dragons, Pakistan's quest for a modern, vibrant, globally connected, and

inclusive economy will remain a pipe dream, CPEC notwithstanding.24

This line of thinking is shared by Zafar Jadoon" who writes:

The bureaucracy,specificallythe top layer of central superior servicesiswell
entrenched and considered as a major force resisting any structural reform
which may involve lowering its status and prestige. Any reform initiative
which comes as a shock therapy that is not owned by the bureaucracy is

either bound to failor get modifiedand diffused.
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PROPOSED REFORMS

The reforms that have so far been effected have not addressed the larger
question of the delivery of public services to the population at large.
Pakistan wa., unable to meet most of the Millennium Development Goals

and is now committed to Sustainable Development Goals (SDGs). Writing
about these goals, [gnacis Artaza of the UN" expressed this forcefully:

This need for efficient servicedelivery is greater for developing countries that

face issues of poverty. inequality. hunger, limited access to quality education
and health services, lack of dean drinking water and sanitation facilities.
and other issues that the SnGs aim to address. The state cannot resolve

these development challenges without an effective civil service, which, in
turn, cannot perform its functions in a manner that helps meet the SDGs,

without continuous reform. The increasing demand for service delivery

(and accountability) calls for realigning public administration with the

broader goals of development. Effective civil service is characterized by good
governance which means sound polieymaking, efficient service delivery, and
accountability and responsibilicy in public resource utilisation. Given the fact
that government provides public goods to which market mechanisms often
do not apply, an efHcient public administration remains the only option for
addressing citizens' needs. Efficient and capable public service is therefore

crucial for both economic and social development. Certainly, an efficient
and transparent civil service is far more likely to be able to address the 2030
Sustainahle Development Agenda.

The focus of the reforms and reorganization should be aimed at this goal.
There are several ways through which this can be achieved.

One of the lingering legacies of the past which has contributed to sub.
optimal utilization of civil servants and demoralization of the majority
among them has to do with the existence of superior and non-superior
services. The concept of the superior services should be teplaced by an
equality of all services at federal and provincial levels. The terms and
conditions of all the services in matters of recruitment, promotion, career



THE CIVIL SERVICES 231

progression, and compensation, would be similar. The specialists and
professionals wotking in ex-cadre positions should be brought at par with
the cadre services in terms of promotion and career advancement. To

provide equality of opportunity to all deserving civil servants, the National
Executive Service (NES) and Provincial Executive Services (PES) ought to
be constituted to man all the federal and provincial secretarial positions.
Any officer serving the government at the federal or provincial level or
autonomous body in Grade 19 or equivalent-and other professionals
meeting the eligibility criteria-should be able to appear at a competitive
examination held by the Federal or Provincial Public Service Commission.
Those qualifjringat this examination will be selected to the NES. To redress
the grievances of the smaller provinces for lack of representation at the
higher decision-making level, provincial and regional quotas should be
introduced fot entry into NES. The NES should have twOstreams, General
and Economic, thus promoting some limited specialization among our

civil servants.
As most of the interaction between an ordinary citizen and the

government takes place at the district level, and the ptesent level
of functionaries comprises ill-trained, poorly paid, unhelpful, and
discourteous individuals enjoying arbitrary powers, a new set up is
requited at the district level. A disttict service should be constituted
for each district government. All employees serving in Gtades 1-16
will become part of the district service and serve in the districts of their
choice throughout their career. Direct recruitment to Grades 11 and
above should be made on merit through the Provincial Public Service
Commission. The district service should comprise twO cadres, generalist
and technical. This will minimize the political pressures for ttansfers
and postings as 1.2 million out of 1.8 million employees wotking in the
provinces will remain in their respective district governments. Training
in technical and soft skills should be mandatory for all members of
the district setvices. The district government should be strengthened
by establishing administrative linkages between the union councils,
town committees/rehsil councils, and district governments. The post of

executive magistrates should be revived.
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All Pakistan Services will consist of the National Executive Service,
the Pakistan Administrative Service (the present District Management
Group), and the Police Service of Pakistan. The federal services will
comprise the Pakistan Foreign Service, Pakistan Audit and Accounts
Service, and Pakistan Taxation Service. Direct recruitment to the other

existing services through the Central Superior Services examination should

be discontinued in a phased manner. The provincial servicesshould include
the Provincial Executive Service, Provincial Management Service, Provincial
Technical Services, and Provincial Judicial Service. All direct recruitment
to positions in Grade 17 and above should be merit-based, with due
representation to the regional and women qUOtas.Recruitment in all cases

should only be made by the Federal and Provincial Public Service commis-
sions through an open, transparent. and competitive examination and
interview process.

One of the principal weaknesses of the present system is that once
you have entered the civil service at a young age, there is no compulsion

to upgrade your skills or knowledge. Career advancement is divorced
from skill and knowledge acquisirion and application. Promotion and
placement policy should be aimed ar rewarding those who perform well and
demonstrate potential for shouldering higher responsibiliries. Promotion
policy should lay down the criteria, including the weightage given ro
PER, training and skills acquisition, rotation of assignments, diversity
of experience, complexity of jobs, and the like, for each level. Training
of all civil servants ar all levels, cadre or ex-cadre, should be mandarory
and explicitly linked to promotion to the next grade. For this purpose,
the existing training institutes should be autonomous and provided with
the requisite human and professional training for engineers, scientists,
accountants. health experts, educators. economists, and the like, and new
instirutes established to fill the gaps.

Corruption amongst the majority of civil servants cannot be curbed by
moral persuasion but by providing them with an adequate compensation
package. The present compensation structure, under which officers are
grossly underpaid in relation to their compatriots in the private sector
and do not earn a decent living wage, has given rise to poor morale, a
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sense of indifference to work, and a sense of aparhy. None of rhe reforms
proposed in rhe Report can succeed unless the compensation package
offered to the officer cadre is substantially upgraded. To keep the wage bill
of the government within the limits of fiscal prudence, it is proposed that
a freezeshould be imposed on fresh recruitment to lower grades apart from
teachers, healrh workers, and police personnel. Alrhough this is a politically
difficult decision, it should also be borne in mind that high fiscal deficits
resulr in high rates of inflarion which undermine popular support for
rhe political party in power. After ali, government employment accountS
for under six per cent of toral employment in Pakisran and makeshift
employment in the public sector cannot satisfy voters.
A fair and equitable compensation system cannot work well unless it is

accompanied by an objective performance appraisal system. The current
system of the annual confidential report (ACR) has outlived its utility and
should be replaced with an open performance evaluarion report (PER)
system, in which the goals and targets are agreed to at rhe beginning of
the year, key performance indicators to measure the achievements are

established, and a frank discussion is held between the appraisee and rhe
supervisor on rhe identification of development needs to be addressed. A
mid-year review should be held to assess progress and provide feedback
and the annual evaluation held jointly through a discussion between rhe
appraisee and the supervisor. The appraisee can then sign the report or
appeal to the supervisor next in line against the findings of his immediate
supervisor. In this way, the PER will be used largely as a rool for rhe
development of the individual to meet the needs of the organization. Poor
or under-performers should be particularly focused upon to enable them
to achieve higher levels of performance outcomes.

In order to improve the interaction between the citizen and government

functionaries at the grass-roots level, rhe present oppressive and highly
arbitrary system has to be drastically reorganized. The officials selected
to man the revenue, municipal. police, and other service departments

should be well educated, trained, courteous, and responsive and be held
accountable for nepotism, favouritism, and corruption. This can be
accomplished by introducing the same principles that are applied to rhe
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higher bureaucracy, i.e. minimum acceptable qualification for selecrion, a
merir-based recruitmenr system, continuing rraining and skill upgradarion,
equality of opportunity in career progression, continuing training in sott
and domain skills, adequare compensation, proper performance evaluation,
financial accountability, and cirizen feedback mechanisms. There is ar
present no system of posr-induction, on-rhe-job, or sott skills rraining
available for rhese officials.
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The Judiciary

Among all the thtee otgans of the state set out in the constitution,
a well-functioning judiciaty is crucial to democracy, governance,
ecuriry, economic growth. and equity. No other institution has

such a pervasive influence on so many aspects of the daily life of a citizen

and also on that of the government. The executive has perforce no choice
but to comply with the directives of the courts, however unpalatable they
may be. The legislature can take a cue from the courts' decisions and
bring about changes in the laws or amend the constitution bur the process

required for this is cumbersome, The judiciary, particularly the Supreme
Court of Pakistan, enjoys unfettered powers under the constitution.
Hasan Askari Rizvi describes the relationship between democracy and the

justice system:

Democracy is based on liberal constitutionalism. It needs a well-established

conscitutional and legal system that recognizes civil and political rights,

equaliry of all chizcns irrespective of religion, caste, ethnicity, or language

and region. An independent judiciary ensures that the Rule of Law is

available to all citizens. The civil and political rights have to [bel protected
not only from the excesses of state institutions and functionaries but also

secured against powerful interest groups that resore to violence or a rhreat

thereof against any pareicular community or region.1

One of the principal components of governance is the rule of law, which
cardes significant weight in the overall structure. It also shapes societal
behaviour and conduct. Another component, Le. accountability, is also

underlain as an independent judiciary would not tolerate any conflicr

236
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of official and private intetests on the part of those in power, be they
poliricians or bureaucrats. Accountability COurrs form an integral parr of

the value chain with the appellate authority vested in the higher COUrts.

Security of person and property, and the excesses and arbitrary aerions of
those in power, are safeguarded by a vigilant judiciaty. The Supteme COUrt

has taken suo motu notice of many incidents in which the fundamental
rights of individuals have been violated.

The most direct link between an effective judiciary and economic growth
is the protection and enforcement of contracts. A market-based economy

is driven by various kinds of contracrs reached between private parries. If
these contracts are reneged upon or openly vioJared, the exchange of goods
and services would come to a grinding halt. Ie is the COUrts who are rhe
custodians of these contractual obligations.

Finally, the poor do not have the resources to pay for prolonged litigation
and are therefore vulnerable to exploitation and suppression by the
financially well-endowed members of society. Inexpensive, affordable, and
expeditious justice and simplified alternate dispure resolution mechanisms
can come to the rescue of the poor.

CONSTITUTIONAL ROLE

Under rhe Constitution, Pakistan's judicial system comprises three tiers. At
the apex level is the Supreme Court ofPakisran followed by a High Court

in each province and in Islamabad. The lowest tier comprises the COurts
at the district Jevel. These Courts also follow a hierarchical order. The civil

judge or the magistrate's COUrtis where most original petitions are filed or
criminal cases are presented. Additional distrier and sessions judge is the

second rung, and the district and sessions judge sits at rhe top of the ladder
of the lower judiciary.

The Supreme COUrt's record over the decades has been, at best. mixed. In
the earliest period of the 1950s the COUrt,headed by Justice Munir, endorsed

the action of the governor general in dissolving the elected assembly and
declaring a State of emergency. By invoking the doctrines of necessity and



238 GOVERNING THE UNGOVERNABLE

revolutionary legality, the Supreme Court subsequently upheld the dismissal
of the elected governments through extra-constitutional means--martial
law, or supersession or suspension of the Constitution-and endorsed the
amendments to the constitution introduced by the military rulers. The
court ruled against the doctrine of tevolutionary legality in 1972 when
it declared General Yahya Khan (to whom Ayub Khan transferred power
in 1969) as a usurper and held all his actions illegal. Yahya Khan was no

longer in power at that time.
Martial law was suspended and arrangements for drafting a new

constiturion for Pakistan were initiared. This judgmenr did not, however,
create an irreversible precedent as the same court upheld the imposition of
martial law by General Zia ul-Haq in the Nusrat Bhutto case in 1977. In
rhe Zafar Ali Shah case in 2000, the same court endorsed the intervention
of the armed forces through extra-constitutional measures on 12 October
1999. The doctrine of necessity was invoked once again to justify the
talteover by the milirary. In 1990, the court also upheld the dissolution of
the National Assembly and the elected government of Benazir Bhutro by

the presidenr.
It was only in 2007, after General Musharraf declared an emergency in

November, that the Supreme Court, headed by Justice Iftikhar Chaudhry,
swung into action and declared the Provisional Constitutional Order
(PCO) illegal. The judges who passed this judgement were removed from
office and fresh oaths under the PCO were administered to the judges who
chose to serve under (he new dispensation. The newly constituted court

reversed the earlier decision. Soon after that, lawyers launched a movement
protesting against the removal of Chief Justice Iftikhar Chaudhry. This
movement eventually forced Musharraf to step down as army chief. The
lawyers' movement helped rhe Supreme and high courts to assert greater

independence.
The convicrion of Z. A. Bhurto by the Lahore High Court in 1979, and

the decision by rhe Supreme Court, proved to be a highly controversial and
contenrious issue in rhe judicial history of Pakistan. A number of jurists
questioned rhe validiry of the court decisions and openly blamed some of
the judges for bias against the former prime minister.
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Another avenue rhat exposed the superior judiciary to criticism was the
judicial activism aggressivelyexercisedby the Inikhar Chaudhry coun after
his reinstatement in office. To many observers in Pakistan, the couIT appears

to have gone overboard, srifling the working of rhe executive organ of
government. Suo motu cases initiated by the Supreme Court were justified
in many insrances but excessivedisplay of judicial acrivism did adversely
affect the political and economic conditions in Pakisran, causing disruption
and uncertainry in the orderly conduct of rhe business of the state. A
continuing battle with the executive arm of the government in matters
of appointments, promotions, award of contracts, etc., and the eventual

removal of an elected prime minister at the orders of the Supreme Court
in 2012 engendered a new rype of jurisdictional ambiguiry and policy
unpredictabiliry. The most worrying development was the unintended
consequences of judicial activism on the economy.

JUDICIAL ACTIVISM AND THE EcONOMY

How did judicial activism and suo motu actions impact the economy?
There is a strong relationship berween the rule of law and investmenr

and business development. In absence of a conducive legal environment,
the uncertainties created by other factors such as political insrabiliry,
security) law and order, energy. and the like, worsen the situation. However,

a well-functioning judicial system can reassure the investor and act as
a countervailing force to the other negative attributes. An investor will
part with his financial savings and share his expertise and experience only
when he is assured rhar a firm is profirable. For profitabiliry, arbitrary
and discretionary actions on the part of state actors need to be kept at
bay.To achieve this, non-discriminatory and impartial applicarion oflaw,
enforcement of contracts, protection of property rights, and speedy disposal
oflega! cases are necessary and need to be seen to be happening.
Judicial activism and suo motu acrions taken by the Supreme Court

and high courts, particularly berween 2009 and 2013, could have been
profitably utilized to address some of the strucrural issues plaguing the
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judiciary and attention could have been focused on reforms rhar could,
(I) do away wirh rhe procedural and process difficulries in ensuring
broad-based access ro jusrice; (2) revise ourdated and redundant laws and
processes; (3) maximize the employment of modern technology ro improve
case management; (4) encourage the establishment of Alternarive Dispute
Resolution (ADR) mechanisms; (5) track and enforce the National Judicial
Policy 2009; and (6) direct and ensure that the special courts and tribunals
adhered to the deadlines for disposal of cases.These measures would have
had a more enduring and fundamental impact on the economic governance
of rhe country and would have helped remove some of the obstacles in rhe
way of investment and equitable economic growth.

The reverse was the case and the economy had to bear certain costs
because of the proactive decisions of the Supreme Court in matters of
economic policy during that period. At least four examples can highlight
this problem.

Pakistan's already high risk profile was furrher elevared with the addirion
of rhe lirigation risk. Even if invesrors and businesses are able to surmount
all rhe different hurdles imposed by the federal, provincial, and local
governments, they are rhen faced with an additional constraint thar adds
to uncertainty and unpredictability of invesring and doing business in
Pakistan. Mrer all the approvals have been obtained there is the fear that
the Supreme Court or high courts might take suo motu norice of the
transaction, issue a stay order. and decree long-drawn. time-consuming
proceedings to decide rhe case. Alternatively, some other party aggrieved
with the outcome of an executive decision may file a petition that is readily
admitred by rhe COurrs.A large number of frivolous petirions are filed every
year thar have dire economic consequences. The penalty for filing rhese is
insignificant but their COSt to the economy is enormous.

A decision passed in January 2013, declaring void rhe Chagai Hills
Explorarion Joint Venture Agreement (CHEJVA)-signed berween
rhe Balochisran government and Ausrralian mining company BHP in
1993-has led ro the suspension of mining operations by Terhyan Copper
Company, a joint venture of Barrick Gold of Canada and Antofagasra
Minerals of Chile. This decision has scared away a potential $3 billion
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investment by the world's two leading gold and coppet mining companies
for exploring and developing the mining resources in a pan of Pakistan
difficult to access.In addition, it has given Pakistan a bad name amongst the
internarional investor community and millions of dollars had to be spent
at international tribunals to defend these actions. In the meanwhile, rhe
mining operations have been at a standstill for over six years and whatever
little foreign exchange Pakistan was earning through exports is no longer
accruing at a time when it is so sorely required. Pakistan does not have the
technical knowhow, financial resources, and organizational ability in the
public sector to run such a sophisticated operation but foreign investment
and knowhow are in this way thrust aside.

The second blatant example is that of the LNG project. Any country
facing an acute shortage of energy, and particularly natural gas, would take
exceptional measures to exploit alternative sources. Four years were wasted

in a repeated issue of tenders, biddings, and awards but the project came
to a halt due to the intervention of the courts. It is quite legitimate for
the courts to ascenain that the process is transparent and no favours were
done in the award of contracts. What is needed, however, is expeditious
disposal of these suo motu cases or petitions filed so that the projecrs are
implemented and the economic costs-in terms of foregone production,

missed export orders, and laying off of employees-is avoided.
The third example is that of the privatizarion of the Pakisran Steel Mills

which was cancelled by the Supreme Court. Since that histotic decision,
there was a complete hiatus in the process of privatization and according
to PRIME, a think rank:

The Privatization Commission-largely mandated [0 save public exchequer

money from wasteful spending on inefficient and loss-making state-owned

entities (SOEs)-has not privatized any such entity in the last three and a

half years, though the priority list has 31 companies. The commission has

not plugged even a single rupee loss that has been burdening public flnance.1

The debt and liabilities of the state-owned cotporations to the banking
sector have reached a figure of over $8 billion or almost 3 per cent of the
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GOP. Losses of over $1 billion or more have been incurred in keeping the
Steel Mill alive but its production is barely a small fraction of its installed

capaciry. The products which the mill uses to fabricate have to be imported
to meet the domestic demand and valuable foreign exchange expended for
this purpose. There are no sales or revenues being generated but the salaries

and wages of the employees who ate currently providing no productive
services have to be paid each month in addition to othet fIxed costs. The
more pernicious fallout of this decision has been the sense of feat it has
genetated among the civil servants and political leaders. who ate teluctant

to put any other public assets for sale or transfer to the private sector to
avoid the wrath of the judiciary.

The fourth example of judicial activism that is hurting the smooth
operations of the civil services is its interference in the appointments,
promotions, and terminations of the executive. The Anita Tufab case

judgement-in which the security of the tenure of civil servants has
been made a justiciable right-is commendable. However. invoking the
fundamental tights ambit to teview the validity of individual decisions and

staying the decisions taken has weakened the powers of the executive and
resulted in unnecessary and inordinate delays in the process of fIlling in
these key positions. There was, therefore, a state of paralysis in these bodies.
Many of the petitions HIed by those who arc superseded arc frivolous bur
they linger on for a long time in the courts. The judiciary should certainly
ensure that the rules, procedures, and processes are in place and have been
observed but the application of these rules and processes should be left to
the executive.

Economic decision-making is highly complex and irs repercussions are
interlinked both in time and space. For example, prices are determined
by interactions among hundreds of thousands of economic agents and no
administrator, planner. economist, or judge can ever improve or better the

market mechanism. Only in cases of market failure, monopoly, or external
factors should the regulator intervene. Tampering with this natural way

of determining prices seriously distorts the allocadon of resources. It is
,imply not feasible for any individual or group to acquire and command

the enormous information that is necessary to decide on what the price
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levels should be. Administered prices or prices fIxed by any means orher
than mose detetmined by the market result in winnets and losers and have

distributional consequences.
Private sector and profIt-making are not ditty words. They form rhe

backbone of market-based economy, growth, and poverty alleviation.
Where undesirable practices are detected, rhe judiciaty has every righr
ro intervene. For example, it should curb rent-seeking mrough collusion
between private players, where favours are being bestowed by me executive
on their cronies, or the pre-determined rules and processes for tenders and
contracts are being violated and awards not being transparently made. In
omer words, if mere is any attempt made to dilute or weaken the forces of
competition, me judiciary has every right to intervene. However, simply
opposing privatization on sentimental, ideological, or subjective grounds
rhat the family silvet, i.e. public assets, are being sold to private profIt-
makers without taking into account the larger economic impact does more

hatm than good to an economy.
The situation is not dissimilar in neighbouring India which has a

similar legacy.Pratap Mehta (2005)' terms the Indian judiciary as a deeply
paradoxical institution. The courts have accumulated great power, even
managing to limit parliament's right to amend rhe constitution. They have,
however, also become an institution of governance, in effect enacting laws
which are in the sphere of parliament, pronouncing on public policy, and
have even directly taken over the supervision of executive agencies.

Going beyond the economy, Benazir ]atoi4 discusses the impact of
judicial activism and suo motu powers of the Supreme Court in anomer
important area, Le. of parliamentary sovereignty:

The constitutional suo motu, ocherwise known as 'on its own motion',

powers of the Supreme Court have been increasingly utilised in Pakistan.

This was particularly so under the ex-chief justice of the Supreme Court,

Chaudhry lftikhar. His Court was action Hlled with pending important

concerns, certainly of public interest and importance. But the questions

that arise are whether this power should be used more sparingly? Is this

judicial activism impinging on the administrative duties of the executive?
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Is this imbalance because Parliament and its committees arc defunct? And
importantly, does an overactive judiciary blur and diminish the important
impartial constitutional role to be played by it? The suo motu powers of

the Supreme Court are often driven by a media frenzy resulting in popular
activism and public support. However, an under-monitored media often
acts irresponsibly and sensationally and should not drive the highest COUft

in the land. Popular in their actions, yet the possibility of partiality should
not be the legagr of the judiciary. The Supreme Court must use its power
so sparingly that it creates the merited impact.

Pakistan's Supreme Court must be recognized as a central institution
in our democracy. Ir should not be personality-based, or seek to grab
the headlines mherwise it will eventually lose its essential characteriscic,
impaniality. prudence, and discrecion. The essence of justice requires the
judiciary to remain relevant and powerful, beyond and above party politics.
It also requires the judiciary to understand and respect parliament and its
supremacy as being above all branches of the administration.

We are poised at a juncture in history, and 2018 is likely to see the second
democratic transition from one elected government to another. As a young
democracy, the only judicious way forward is for all its institutions and state
apparatus, elected, appointed, and those in uniform, to recognise and adhere

to the first basic and most imperative principle in a democracy: a recognition
of parliamentary supremacy.

Paula Newberg admirably sums up rhe balance between prudence and
impunity that the judiciaty in Pakistan should strike:

Pakistan's judicial history reflects a calculus of conflict and convenience
that highlights the incomplete resolution of the country's fundamental
political disputes and deep structural tensions between the judiciary
and the Executive. The regular imposition of military or emergency rule

has consistently skewered constitutions for short term political gain,
systematically undercutting citizens' rights. As parliamentary leaders have
sparred with presidents and military leaders in their continual effort to
re-equilihrate executive-legislative relations, the courts have been left to
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dangle between them, sometimes as victims of inua-governmental strife,

occasionally as arbiters in the case of constitutionality. When they have

failed, the courtS have contribuced to an evolving culture of executive

impunity in which anti-eonscitutional behaviour regularly overrides promises

of future good governance. This poisonous combination has repeatedly

diminished the rule of law, limited access to justice and deeply injured

democratic development.s

She has gone on to note that undet military rule, the coutts have acquiesced
to executive actions that might otherwise be deemed unconstitutional.
According to her, 'Pakistan's jurisprudence remains inconsistent and
idiosyncratic-long on prudence, occasionally short on justice, often
compromised, and always intensely, if retrospectively, political'.

JUDICIAL GOVERNANCE

A debate in Pakistan concerns the procedures of appointment, grant of
remuneration, and accountability of judges. Although the parliamentaty
committee is involved, its role is restricted by the judicial committee which
virtually takes all decisions concerning the appointments of judges to the
high courts and their elevation to the Supreme Court. The remuneration
of judges of the superiot courts also fall outside the purview of the
National Pay Scales which are applicable to all public servants. Similarly,
the jurisdiction of the NAB does not extend to judges.

Salahuddin Ahmed has made the following comments on the procedures

of appointments, remuneration, and oversight:

The SC has brooked no interference from any quarter in any matter relating

to performance. Long ago, it wrested away-from the government-all

powers to appoint judges. "'Whenparliament asserted its right to scrutinize

judicial appointments, the SC forced Parliament to amend the Constitution

rendering the parliamentary committee toothless. The apex court refused

to allow its accountS to be audited by the public accounts committee and
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refused to allow its regisrrar to appear before the committee. \X1hen it felt

that judges and their staff were underpaid, it issued a judicial polky, which

gave them a threefold enhancement and directly or indirectly compelled

various federal and provincial governments to approve such enhancemems.

It is neither a coincidence nor an inflation~relatedphenomenon that the

monthly remuneration of superior COUrt judges has, in the past 20 years,

crept up from around Rs 35,000 to more than Rs 1,000,000.6

Under Article 29 of the Constitution, the judges of the higher judiciary can
only be removed by the Supreme Judicial Council (SJC), presided over by
the Chief Justice of the Supreme Court. The Council is composed of judges
of the Supreme Court and the chief justices of the high COurts. A system
of internal accountabiliry is good in theory to protect the independence of
the judiciary and the SJC can recommend the removal of a judge or dismiss

the complaint. The national accountability law excludes the military and
the judiciary from the purview of the National Accountabiliry Bureau on
the plea that both these institutions have their own internal accountabil-
iry mechanisms and therefore there is no need for an additional layer to
be superimposed.

However, Faisal Siddiqi,' a leading lawyer, has written that this internal
accountabiliry system of a superior judiciary has barely worked because not
even a single judge of the Supreme or High Court has been removed by the
SJC since the enactment of the Constitution in 1973. The transparency
of procedure and process, which is routinely examined in relation to the
executive branch, is not so in the case of the judiciary. It is not within public
knowledge, for example, how many complaints have been filed against
judges and what has been the end result of these. Siddiqi is of the view that
'sadly, the potential threat to judicia! independence, has become an excuse
to keep back transparency in judicial accountabiliry'.

Babar Sattar articulates his views on why the role of the judiciary in
Pakistan has become controversial:

What rule of law is meant to do is inject certainry into affairs of the stare

and society by defining rhe rules of rhe game and meticulously following
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them without exception. We are not a rule of law society because no

one around here can be certain what the rules are and that they won't

be changed midstream to accommodate the interests of one power elite

or another.
In a polity where rules aren't entrenched, the law isn't certain, and cynics

see judicial outcomes flowing backward from consequences desirable for

the winning power elite, any court verdict-whether motivated by law or

morality-will attractcontroversy.8

LEGAL PROFESSION

The legal profession is regulated by the Pakistan Bar Council (PBC)
established under an act of parliament in 1973. The Attorney Genetal is
its ex-officio chairman and 22 members are elected by the members of the
provincial bar councils. The PBC is responsible for the entry of lawyets
into the legal profession, and to adjudicate in cases of professional and
other misconduct by lawyers. The fact that the Council members are to
be elected by the votes of the lawyers themselves imposes some constraints
in its abiliry to take penal action in relation to the conduct and behaviour
of lawyets. On both counts, the performance leaves much to be desired.
The standards, methods of assessment, and qualiry of legal education are
so lax that they produce every year a surfeit of lawyets. By and large, the
profession comptises responsible individuals but the unrestricted entry has
brought a bad name fot the irresponsible behaviour of a few. Some of the
brief-less lawyers, in order to attract attention, resort to means that are not
altogether professional. The politicization of the PBC has not allowed it to
assert itself in taking disciplinary action against those lawyers violating the
code of ethics. The behaviour of some lawyers after the 2007 movement-
engaging in hooliganism, beating up their opponents, and insulting and
harassing judges-has also been a subject of concern bur no action was
taken by the PBC. The new chief justice of Lahote High Court, Justice
Mansoor Ali Shah, seeks to introduce some reforms of the system for the
convenience of the litigants but these proposals have met stiff resistance
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from a group of lawyers. Tufail Malik,' himself a lawyer, elaborares ,hese
issues in a newspaper article:

The recent episode of a courtroom soap opera (where a lawyer disrespected
an addirional sessions judge), highlighted ,he challenges faced by ,he
judiciary on a regular basis. This strain between the bar and bench, if left
unchecked, is bound to prophesy bad tidings for the independence of one
of the most important pillars of the state.

There are stories of some lawyers adopting threatening articudes towards
judges up and down the country. Why do some lawyers stoop to such an

approach? It appears that such tactics ensure that the requested relief is
granted to a client of a relatively powerful lawyer from a relatively weaker
judge. On the other hand, sheer reliance on one's intellectual abilities or case
preparation may not have the desired outcomes.

As far as the working of an effective justice system is concerned, the bar
and bench must ensure that there is no compromise on the independence
of the bench. The first principle of the United Nations' Basic Principles on
the Independence of the Judiciary clearly states that 'the independence of the

judiciary shall be guaranteed by the state and enshrined in the constitution
or the law of the country. It is the duty of all governmental and other
institutions to respect and observe the independence of the judiciary.

The bar, in its role as the standard-bearer for the independence of the
judiciary must ensure that 'any source' does not involve lawyers and that
any such involvement should be met with the strictest disciplinary measures.

In Pakistan, we are mired in a situation where there are literally no
effective policies adopted by governments to ensure the vibrancy and
strength of state institutions. The stability of institutions must come from

the institutions themselves, including the judiciary, and must be supported
by the bar.

At the same time, to avoid criticism, the judiciary needs to ensure
that there is a little room for complaints against the appointments and
competence of judges. The judiciary's conduct must be exemplary at all
levels. This must be evident in the approach of judges hearing the cases
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who must be fully prepared to deal with any situation with dignity.

professionalism. and composure.
At the end of the day, the public needsan effective'justice system'and

not just 'a system' which seems to have been in place for the past seven

decades.

Sameer Khosa!Ois also critical of the indiscipline publicly demonstrated
by the lawyers following the 2007 lawyers' movement in favour of the

restoration of CJ Iftikhar Chaudhry. He says:

It should be unacceptable for bar institutions to turn a blind eye to incidents

of mob behaviour and hooliganism by lawyers, simply to preserve their

electoral alliances. It is even worse that they have now gone one step further

co actively protect such behaviour. Ironically, this protect-at-all-costs

mentality huns the legal fraternity at large. By protecting mob behaviour

and hooliganism, the bar councils destroy their own credibility and that of

the legal fraternity. Therefore, in 'protecting' the few, they harm the many.

Yet it is essemial that such disciplinary authority be effectively exercised.

Bar associations and bar councils are important to the administration

of justice.
The world over, they work as bodies that further professional

developmem, and ensure that the highest standards are maintained. By doing

so, they maintain the trust of the public in the administration of justice.

Therefore, they perform not just a service to lawyers, but to the public at

large. Their disciplinary authority over lawyers is given to them to protect

the public-which has the most important stake in the administration of

justice-against lawyers.

While the issues of internal governance, accountabiliry of judges, and rhe
behaviour of legal profession are quite significant, the most important issue
from a citizen's perspective is how easy, inexpensive, and expeditious it is
to seek relief from the courts in dispures, i.e. access to justice. This is the

linchpin of any judicial system.
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ACCESS TO JUSTICE

Access to justice continues [Q remain a worsening problem for the poor.
S. R. Khan, II in a benchmark study on law and order and the dispensation
of justice, shows enormously and unnecessarily drawn-out proceedings:
casespursued to establish prestige, with many in the end being abandoned
or in an in or out of COUrtsettlement after years of COUrtappearances.
Influential people use the Courts to settle scores and the police and the
COUrtsoblige and appear to collude with them in harassing the poor. Over
half the respondents said that it was difficult to register a case with the
police and most indicated that this was the case because the police were
seeking a bribe.

A graphic description is provided by the convention organized in
India on 'The Judiciary and the Poor' by the Campaign for Judicial
Accountability and Reform. It isvery applicable to Pakistan. The convention
noted:

The judiciary of the country is not functioning as an instrument ro provide

justice to the vast majoriry of the people in the COUntry. On the ocher

hand. most of the judiciary appears to be working in the interests of

wealthy corporate interests. which are today controlling the entire ruling

establishment of the country. Thus, more often than not, its orders coday

have the effect of depriving the poor of their rights. than restoring their

rights, which are being rampantly violated by the powerful and the State.

[The judicial system] cannot be accessed without lawyers ... And the poor

cannot afford lawyers. In fact, a poor person accused of an offence has no

hope of defending himself in the present judicial system and is condemned
to its merc..y.

Even if we set aside the great injustice meted Out to litigants through these
delays, the impact is greatly detrimental to the law-abiding fabric of society
in general. Individuals in civilized societies are able to peacefully coexist
through mutual observance of agreed upon rules.

They are motivated to observe and internalize those rules when
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punishment fot transgression are swift and certain. When this assurance is

losr, when punishment is uncertain and long-delayed, or when the innocent
are punished as frequently as the guilty, the enrire fabric underpinning

civilizarion and the rule of law unravels. The failure to provide such
assurance explains the unrest and anarchy prevailing in evety segment of
society. It is a useful exercise to gather rogerher the views of both, insiders-
lawyers and the judges-and outsiders--civil society and human rights'
activists-tO make an objective assessment of the citizens' access to justice.

Some of the practitioners have indeed already diagnosed and prescribed

the remedies for rhis malaise.
We begin with a research report that was prepared for the German

Cooperation Agency in 2015. The report finds that:

98.2 per cent of respondents in a survey opined that the poor and lower

classes do not have access to justice in the formal justice system. In the same

survey, 42.8 pc felr rhat women and 25.2 pc rhat landless peasants and
agricultural labourers similarly lack access. One of the reasons for limited

access to the formal justice system, as perceived by half the respondents, is

the high legal fees charged by lawyers.
The World Justice Project Report, 2016, on rhe Rule of Law Index, ranked

pakistan's criminal justice system as being at 81 out of 113 countries, above

Bangladesh (97) but below India (71), and dearly very low down among
the 113 countries surveyed. In the civil justice system, the same rep0f(

ranked Pakistan even lower (1061113), below Bangladesh (103), Sri Lanka
(96), and India (93). On 'accessibiliry and affordabiliey', pakistan scores

slightly higher than India, but lagging behind Sti Lanka and Bangladesh.
A comparative analysis of rhe legal aid systems of Bangladesh, India, and
Sri Lanka shows that these countries, although struggling like pakistan in

many ways in developing effective legal aid systems, have at least established

organized aid structures.
In Bangladesh, the Supteme Court Legal Aid Office was established in

2015 to provide legal aid in both civil and criminal cases. The structure of

legal aid in Bangladesh is organized under the watch of the Supreme Court
at fout levels: (a) Supreme Court legal aid, (b) district legal aid committees,
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(c) upa-zi!4 (sub-division) legal aid committees, and (d) union council legal
aid committees.

India's National Legal Aid Services Authotities Act, 1987 provides fot
an organized structure of legal aid and services. The chief justice of the
Supreme COUrt of India is the patron-in-chief of NALSA and a retired

judge of the Supreme Court works as irs executive director. Similarly, there
are state, district, and sub-divisional legal aid service authorities organized
on a similar pattern.

In Sti Lanka, the LegalAid Act, 1978, set up the LegalAid Commission
comprising nine members, three nominated by the justice ministry and six
by the bat council ofSti Lanka. The LAC provides legal aid services through
regional, district committees and clinics. and also works to promote legal
awareness, training, and reforms.

The exiscing legal aid structures in Pakistan lack ownership at the
relevant levels and performance management mechanisms. For example,
district legal empowerment committees (DLECs) constituted by the Law

and Justice Commission of Pakistan (LJCP) in 2011, in a well-meaning

attempt to provide legal aid to deserving litigants at the district level, lack
(a) ownership at the most relevant level: the high Courts and the district
judiciary, (b) effective oversight, and (c) performance management
mechanisms.

An efficient Jegal aid system can signifkantly help to improve access
of vulnerable sections of society to justice and reduce legal exclusion. It is
crucial to build the trust of miUions of poor people with the justice sector
and importantly, with the political system of the COUntry.12

We now turn to a leading human rights activist, I. A. Rehman, and PUt
across his view point:

The law has ceased to be a deterrent to crime. The state's efFoIt to meet this
situation by making penalties for offences harsher misses the point that the
majesty of the Jaw rests not so much on punishments as it does on the public
belief that nobody can escape paying for his misdeeds. In today's Pakistan,
most wrongdoers believe they can get away with anything. U
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Tufail Malik, an insider, i.e. a leading lawyer and wrirer, poinrs ro rhe

ourdated procedures as one of rhe principal culprirs for rhe delays in coun
proceedings:

One of the main reasons for the delays in the disposal of cases is the archaic
coun procedures that have remained intact for over a century.

The criminal procedure code is 118 years old while rhe civil procedure
code is lOB-years old. While our courrlcase management rules vary from
province to province, they are generally about 70 [0 80 years old.

A product of the British Raj, the nature of criminal and criminal disputes
was altogether different and the resources and technologies available to
courts, lawyers, and the litigant public were incomparable.

They are overly technical, allow for endless rounds of appeals. reviews
and revisions, and generally tilt towards sacrificing efficiency at the altar
of thoroughness.

It makes sense to introduce greater efficiency and update these rules in
keeping with current realities and new developments in global practices.14

Anorher scholar, Vmar GHani, reporrs the findings of a pilot study and
sketches rhe current siruation quite aptly:

A pilot srudy cooducred wirh rhe Supreme Court concluded that the average
high-stakes civil casewhich ends up in the apex court takes over two decades

to conclude. Justice Khosa's posthumous acquittal cases suggest the situation
is similar for the criminal system. This can be compared with, for instance,

the UK where the average criminal trial for a serious offence takes no
more than one year. The same situation applies with the average civil trial
involving more than £10,000. Less serious criminal and civil proceedings
take, on the average, under seven months.

The illusion must never be entertained that the systemic reform of
Pakistan's judiciary is simply a technical problem-a neat and clean job.
Were it a rechnical ptoblem, the ADB-funded $350 million Access to Jusrice

Project and various subsequent donor-funded multi-million dollar projects
would have resolved it. Any form of judicial reform is a political struggle, an
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ugly job which is bound to create winner and losers, just like former chief

justice Iftikhar Chaudhry'smovementdid.
'While Article 37(d) of the constitution ensures 'inexpensive and

expeditious justice' [Q all the people of Pakistan, no chief justice in our

history has ever delivered upon this promise. If the incoming chief justice

wants to do something differem, he or she should be willing [to] take on

everybody who is responsible for the delays. These include senior judges and

lawyers, powerful bar association leaders and, perhaps. the legal fraternity

as a whole. The only durable friends an honest chief justice can afford to

have are the people of Pakistan-the obstinate, resilient millions who have

never seen a glimpse of'inexpensive and expeditious justice' and yet, to their

credit, have never stopped dreaming about it.IS

Justice Saqib Nisar, the new chief justice of Pakistan, said in one of his
judgments in 2015: 'a judiciary which ... is tardy ... and has no urge ...
and abiliry to decide the cases/disputes befote it expeditiously ... is a danger

ro the state and the society'.
In MFMY v Federation, Justice Nisat also went on ro presctibe the

remedy fot addressing delays which many countries in the world have
adopted: proactive case management by judges. He said, 'the courtS must,
thus, exercise all the authotity confetted upon them ro prevent any delays
which are being caused at any level by any petson whosoever'.

Anothet leading lawyer, Salahuddin Ahmed depicts the tealiry vividly:

It takes be[Ween 20 to 30 years to evenmally resolve any moderately complex

civil suit through the litigation system after exhausting numerous rounds

of appeals, revisions, and remands. Criminal cases may take marginally less

time to finally resolve. These are not headline-worthy aberrations, this is the

norm. If one even puts aside the injustice on litigants wreaked through these

delays, the impact is greatly detrimental to the law-abiding fabric of society.

Individuals are able to peacefully co-exist in civilized societies through the

mumal observance of certain agreed upon rules. They are motivated to

observe and internalize those rules when punishment for transgressions

are sv.rift and certain. When this a.<;suranceis lost, when punishments are
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uncercain and long-delayed, or when the innocent are punished as frequently
as the guilty, the entire fabric underpinning civilization and the rwe of law
unravels. The failure to provide such assurance explains the unrest and

anarchy prevailing in very segment of society.

Delays in the judicial system are not due to any 'external factors' but are

endemic; pointing fingers at 'external factors' is nothing more than blame-

shifting. The most glaring causes include outmoded couc[ procedures and

inefficient case management techniques. It was reported in a newspaper

article that at [the] end ofJune 2010 the Sindh High Court had 13712 civil
cases, 7180 civil appeals, 6606 oonstimtional petitions, and 4,266 criminal

marte" in aU3!, 764 casesbefote 18 judges. 1133 ftesh caseswere instituted
that month. A judge is assigned 60 to 70 cases daily but he will not be able
to hear more than 10% of these cases, the remaining being adjourned. Then,

with a culture-among judges, lawyers, prosecutors, and the police-that

is lackadaisical about procedural rules and timelines, further delays become

inevitable. To add, inadequate physical and human infrastructure is unable

to keep up with the growing population and litigation demands. These

causes can be addressed by a resolute judiciary, but that does not factor in

the obdurate refusal of the legal community to recognize systemic flaws in

the system. 16

Anatol Lieven, a scholar on Pakistan, makes another relevant point about
the disconnect between the laws and the ordinary citizens:

The state's law is felt by many advisory people not just to be rigged in favor

of the rich, and hopelessly slow, corrupt, and inefficient, but also to be

alien-alien to local tradition, alien to Islam; the creation of alien Christian

rulers, and conducted by the elites for their own benefit. 17

Mansoor Hasan Khan,Is another senior Pakistani lawyer, draws our

attention to the problem which has to do with the outdated laws governing
our judicial system and emphasizes the need to review them:

Legislations in Pakistan which purportedly recognize and enforce these
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sacred concepts (property rights and the sanctity of contracts) are once again

totally outdated. These include the Transfer of Property Act 1882; the Stamp
Code 1899; the Registration Act 1908; the Comract Act 1872; the Evidence
Act 1872 (Qanun-i-Shahadat Order 1984). It is simply not possible ro
establish a modern society where trade and commerce may flourish upon

the ruins of the outdated laws mentioned. TPA does not apply to rural

areas. Registration and [the] Stamp Act do not compulsorily apply to any

side of purchase or sale of lands in rural areas. Land Revenue Act has been

held to be of no legal consequence. Small wonder then that these matters

hardly get resolved inside the Courts and virtually no investment is made

in our agriculture sector.

Both India and Pakistan continue to groan under outdated laws such

as the Code of Civil Procedure 1878. considering it the gospel truth while

ignoring the fact that the formalistic English model on which it was based

was discarded even in English a long time ago. The English model which

is followed in the CPC 1908 preferred form over substance. On account

of this fundamental flaw, litigations continue in Pakistan for decades while

lawyers squabble over issues of virtually no consequence. In each litigation

there is a lawyer seeking justice for his dient and an opposing lawyer who

will successfully prolong and delay the litigation while liberally drawing
upon various dilatory provisions of CPC. Knockouts on the basis of hyper-

technicalities and the causing of abnormal delays are in fact appreciated and

considered assets and qualities of astute lawyers.1')

REFORMING JUDICIAL FUNCTIONS

Why is it necessary to reform the judiciary? Justice Douglas20 made a very
apt rematk which is very relevant to the role of the judiciary: 'Law has
reached its fineS{ moments when it has freed men from the unlimited
discretion of some ruler, some civil or military offidal, some bureaucrat.
When discretion is absolute, man has always suffered.' The judiciary acts as
a check on the exercise of unlimited discretionary powers of the executive

in the conduct of the affairs of the state.
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The objective of the teforms is nor with absrract concepts such as
judicial independence, judicial activism, and judicial acquiescence bur
with the access, affordability and speedy disposal of cases, protection of
property tights and freedoms, and the fundamental rights enshrined in the
Constitution for the common citizens of Pakistan. There is a widespread
belief that the law has ceased to be a dererrent to devianr behaviour and
most wrongdoers can get off scot free. The inordinate delay in judicial
proceedings has emasculated the state by indefinitely protecting tax evaders,
loan defaulters, illegal occupants of public land, and other delinquents
frozen by stay orders issued by the courts. Access ro justice has been denied
to the poor and marginalized segments of the population as it has become
expensive. cumbersome, and prolonged. Private sector contracts are held
up because of the excessive time taken in the execution of court decrees.

The World Bank Enterprise Survey found that 38 per cent of Pakistani
firms find the court system a major constraint to an average of 14 per cent
in South Asia. An investment climate assessment reported that a third of
Pakistani firms view the low quality of courts as an obstacle in comparison
to only one-fifth in Bangladesh.

It is argued in some quarters that there is no point in reforming or
disciplining courts unless other actors in the judicial sysrem-lawyers,
state counsels. prosecutors, and police investigations-are simultaneously
reformed. Given that none have shown any great inclination towards self-
discipline, it is pointless ttying to effect judicial reform in isolation.
Judges drive and control the judicial process while other actors follow

their lead, sometimes reluctantly and grudgingly; in the case of the bar,
they may even show their pique through strikes. In the final analysis, if
these participants really want to achieve their desired objectives they must
inevitably follow the judicial lead.

Rather than waiting for other reforms to occur, the Supreme Court is
well placed to talte a lead in this area. The power, prestige, and resources
it has under its command are unparalleled. When it initiates suo motu

inquiries and passes directives regarding provincial policing systems, land
revenue record-keeping, appointments, and promotions and transfers in
the civil service generally it would appear more credible if it reformed
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the judicial system itself. The National Judicial Policy Committee, which
comprises the chief justices of all the high courts presided over by the chief
justice of the Supreme Coutt, is an ideal platform for the formulation,
design, and implementation of these reforms.

First, access to judiciary is limited to only those who can afford good
lawyers and pay their enormous fees and expenses. An ordinary litigant,

however genuine his or her claim may be, therefore bows before the
influential or resorts to non-conventional methods of dispute resolurion.
Unequal access to justice is one of the principal factors perpetuating the
patronage capacity of politicians and, in turn, leads to poor economic
governance. The feudalistic ethos that pervades our governance structure

cannot be altered until all citizens are treated equally by law. Today, it is
only the rich who can manipulate the system to their advantage.

Second, the laws governing economic transactions such as the Contract
Act, the Evidence Act, the Registration Act, the Transfer of Property

Act, and the Stamp Code, were devised in the nineteenth and twentieth
centuries. They are not only deficient, defective, and outdated but in
some instances their applicability is limited. The most important law that

needs updating is the Land Revenue Act to make it more germane to
the modern demands of agriculture, ageo-business. industry, commerce,
infrastructure, and the like. Land use for industrial, commercial, and
agricultural purposes is critical to the production of goods and provision
of services. Land disputes on the title and possession of land both in the
urban and rural areas form the bulk of civil litigation at the local level
with appeals escalating all the way to the Supreme Court. The process of
adjudication is not only tedious, cumbersome, and expensive bur also time
consuming. Transparency ofland sales through clear land titles and market-
based transactions would reduce the volume of litigation and promote
efficient use ofland, both urban and rural.

Third, the capacity of judges to deal with the substance and content
of economic-related processes and that of lawyers engaged in this line
of specialization should be continually upgraded. A large number
of defective decisions are delivered because of the inability of judges
and lawyers to grasp the intricacies of the principles underpinning a
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transaction. The enrry into and standards oflegal education, in general,
have to be raised to rhe same level as other professions such as medicine,
engineering, and accountancy. Expert witnesses or amicus curiae should

be invited more frequently to intervene to help the coun in complex and
rechnical matters.

Fourth, case-load management in our courts, particularly at rhe lower
level, is ridden with disctetion, corruption, delays, and inefficiencies. Fot
the last decade anempts ate being made to manage the load through a
transpatent computetized system but the tesults have been spotadic. Unless
rhe top judicialleadetship fIxes sttict deadlines rhete is little prospect of
anything conctete being achieved. Rigorous supervision of rhe lower couns
and penal actions against non-petformers and tewarding those who are
quick and fait in disposal of cases should be institutionalized.

Fifth, while we all rightly ctiticize the informal jirgas, sardari practices,
and qazi courtS, the fact remains that we have been unable to extract
the essential ingtedients of these informal systems to enrich the formal
legal systems. The uptising in Malakand division was inspited by the
mullahs who conttasted rhe speedy and expeditious justice of the Shariah
courts in the days of the Wali of Swat with the established judicial
system applied in the area since the metget of Malakand in the NWFP.
The FBR had implemented an ADR mechanism until 2008. As soon as
the new government assumed powet it abolished the mechanism tather
than plugging its defects and weaknesses and making it mote effective.
Small Causes courts and properly functioning village level Masalahit
Committees and other aspects of ADR can take a lot of the load off the
present congestion in our courts and also provide access to justice at very

little cost.
The ADR Bill 2016, a welcome move, needs to be implemented in

lettet and spirit. Pervez Rahim" desctibes the featutes of the ADR Bill,
and holds that:

it will facilitate dispute settlement without resorting to formal litigation

for adjudication by the courts. This includes arbitration, mediation,

conciliation, neutral evaluation, and dispute resolution through panchayat,
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A panel of'neurrals' will be nmified by the government, which includes

a conciliator, evaluator and mediator or any other impartial person. A

panchayat will be a conciliatory body constimtecl by any law for the time

being in force. The court may refer a matter pending before it to ADR

with the consent of the parties. If the panies agree before initiating formal

proceedings, they may make an application to the court or an ADR centre

(notified by the federal government), or a panchayat for resolution of

their dispute.

A 'neutral' will have to dispose of the matter within a maximum of 45

days. If the matter is referred to an arbitrator, the process must be completed

within a maximum of 90 days.

If a settlement is reached, it will have to be submitted by the 'neutral'

or arbitraror to the court, which will announce a verdict and pass decree

in terms of the settlement. A list of 23 types of matters and (civil and

commercial) disputes that can be referred for ADR are mentioned in the

schedule to the bill. The objectives behind the formation of an ADR system

are ro settle disputes effectively, overcome delays. provide inexpensive justice,

and reduce the burden on courts. As litigation is a lengthy and expensive

process, there is a worldwide trend to adopt ADR.

Sixth, thete was a ray of hope in 2009 when the National Judicial Policy
was announced. The policy made some very radical pronouncements such
as the rule that cases relating to banking and different taxes and duties such
as income tax, property tax, etc., should be decided within six months. All
stay of judgements should be decided within 15 days of the grant of an
interim injunction. Cases relating to rent should be decided within four

months in the trial courts and appeals within two months. Cases relating to
suits on bills of exchange, hundis, and promissory notes should be decided
through summary procedure within 90 days. However, the progress in
achieving these stated goals after a lapse of eight years has, regrettably,
been disappointing.

Seventh, the banking system can simply not work if wilful defaulters
can obtain stay orders from the courts and hundreds of billions of rupees
of bank loans remains stuck. Even where the courts have decided cases
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in favour of the lenders the execution of the dectee takes a long time.
Unsctupulous bortowers ate happy that they can use the bortowed money
for decades or years without servicing the loans. The same is ttue of
income tax, sales tax, and customs pendency. Special eouns are either
without judges or some of the judges do not have the competence to
deal with specialized laws and regulations. The cases are adjourned and
remain undecided for decades. The NJP should involve a more ptoactive
monitoring mechanism. According to the Annual Report of 2012, the
disposal by the banking courts was 23,694 out of 68,973 outstanding cases,
i.e. 34 per cent disposal which is lowet than the 42 per cent disposal by
all special courts and administrative tribunals. Conviction rates for insider
trading, tax evasion, loan default, and other economic crimes are quite low.
The deterrent effect of the laws on the books is then virtually absent and
the behavioural change towards better observance and compliance is almost
non~existent.
As a leading Pakistani lawyer has so aptly commented, the British

model on which the Code of Civil Ptocedures (CPC) 1908 was based was
discarded even in the UK a long time ago.The British model preferred form
over substance; on account of this fundamental flaw, litigations continue
in Pakistan for decades while lawyers squabble over issues of virtually no
consequence. In each piece oflitigation there is a lawyer seeking justice for
his client and an opposing lawyer who will very successfully ptolong and
delay the litigation while liberally drawing upon various dilatory ptovisions
ofCPC. Knock outs on the basis of hyper-technicalities and the causing of
abnormal delays are in fact appteciated and considered 'assets' and 'qualities'
of astute lawyers.
To conclude, the National Judicial Policy has very relevant and valuable

elements which if implemented can make the judiciary a major contributor
towards good governance. The problem as usual in Pakistan is the lack of
implementation. The honourable members of the committee ovetseeing
the policy will be performing a great service to the nation if they regulatly
monitor and ensure that it is being implemented both in letter and spirit.
This single outcome will be a hundred times more valuable than hundreds
of disparate cases of judicial activism.
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The system of checks and balances enshtined in our Constitution
assigns a critical role to the judiciary for upholding the rule of law. The
latter also plays an equally important part in promoting economic and
social development. The IMF, in the World Economic Outlook 2017, has
confirmed that higher qualiry of legal systems and strong protection of
property rights are associated with better medium-term growth outcomes
in emerging and developing countries (EMDCs)." However, in reality,
like other institutions, preservation of the interests of the elites has

not escaped the judicial history of Pakistan. Babar Sattar" has rightly
concluded that:

the history of rule of law in Pakistan is a discreditable one of using the

law and its processes to strike deals between competing power elites, as

opposed [Q defining the boundaries of right and wrong and holding the

guilty to account. In the past when courts waded into the political thicket

and produced partisan consequences, they did so at the expense of public

faith in the neutrality and integrity of rule. That is why many see the

law as a tool for the powerful to settle scores, and not as an instrument

of justice ... Our system of checks and balances is neither potem nor

functional. Our power elites don't like public officials exhibiting autonomy

and independence.

In matters relating to economy and finance, much damage was done in the
post-2007 period of judicial activism and there is still no respite. A World
Bank 'Enterprise Survey' reported that 38 per cent of Pakistani firms find
the court system a major constraint in doing business in comparison to 14
per cent in South Asia as a whole. Under 'Investment Climate Assessment'
a third of Pakistani firms perceive the low quality of courts as an obstacle
in comparison to a fifth in Bangladesh.
Policy-makers, leaders of the legal profession, the National Judicial

Policy Committee, and others involved in the chain providing justice and
the rule oflaw in the country should realizehow much good they can bring
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about in the lives of onlinaty citizens and facilitate the spread of shated
economic ptospetity among them by inttoducing and implementing the
necessary judicial tefotms.
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The Legislature

Pakistan has expetimented with both the ptesidential and
patliamentary fotms of government undet diffetent constitutional
arrangements. Thus the position of the legislature has also ebbed

and flowed during these different periods. The Constitution of 1956
envisaged a parliamentary form of government with a single house, i.e. the
National Assembly elected directly on the basis of adult franchise bur the
Constiturion was soon thereaftet cast aside by the military coup of October
1958. The 1962 Constiturion under Ayub Khan switched to a presidential
form of the government with the National Assembly at the centre and two
provincial assemblies, one for east and the other for west Pakistan.
The election of the president, on the one hand, and the national and

provincial assemblies, on the other, were held indirectly by an electoral
college of 80,000 Basic Democrats. The 1973 Constitution has remained
in force except that it has been suspended twice, in 1977 and 1999, when
General Zia ul-Haq and General Pervez Musharraf dismissed the elected
governments and assumed power. In both these periods, amendments were
made thar shifted executive power from rhe office of the prime minister
ro the president. Although parliamentary democracy was restored, first in
1988 and then in 2008, the powers to dismiss rhe elected prime minister
and the National Assembly continued ro remain vested in the president
under Article 58(2) (b). These powers were exercised by Ghulam Ishaq
Khan in 1990 and 1993, and by Farooq Leghari in 1996.
The Nawaz Sharif government successfully abolished this power under

the Thirteenth Amendment to the Constitution in 1997. However, it was
once again revived in 2002 under the Legal Framework Order (LFO).
The authoriry of parliament was further diluted under the two military

264
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regimes making the executive relatively more powerful, with legislative
initiatives resting with the executive. It was not unril April 20 I0 that the
Eighteenth Amendment to the Constitution, approved unanimously by
parliamenr, withdrew the powets of dismissal of the national and ptovincial
assemblies and dismissal of the ptime minister from the ptesidenr and
the primacy of the elected leader of the house was restored. However,
the same amendmenr also gave exceptional powers to the leaders of the
political parties who could ask any individual legislator to resign from
their seat if they violated party discipline. This is a significant departure
from the days of the 1990s when crossing the floor at will posed a threat to
political stability. Under the present law, the casualty has been dissent and
difference of opinion engendering a culture that induces sycophancy. loyalty
to the leader, and yes-manship. The expansion of the electronic media
has also diverted the interest of individual membets from the affairs of
the parliamenr.
Tasneem Sulrana' provides an interesting perspective on the behaviour

of individual legislators:

The growth of a strong parry system(in partieular two parry system)has
undermined the independence of individual assembly members. h has nearly
guaranteed that the parry with a majority in the assembly will succeed in

passing any legislation that it initiates. Another factor which has affected the
role of the assembly is the increasing importance of the electronic media. The
commentator and the anchors have now become influential analysts and the

populace looks to the media for their contact with politicians. Furthermore.

politicians are also preferring to address the nation or make policy statements

in front of TV cameras rather than in parliament.

Under the 1973 Constitution that remains in place norwithstanding many
mutations, the Pakistani legislative sysrem comprises the presidenr as rhe
ceremonial head of the state, the National Assembly, and the Senare at the
federal level and four provincial assemblies in each of the provinces. All the
assemblies are elected direcrly through adult franchise while the Senate is
elected indirectly by the national and provincial assembly members, and
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the president elected by the joint meeting of the National Assembly and
the Senate.
Parliament is the supreme legislative body which enacts all the laws on

the subjects listed in the fourth schedule of the Constitution as fedetal
legislative subjecrs. The second important function that parliament
performs is to function as watchdog on the actions of the executive,
maintaining checks and balances on the government, and restraining it
from exercising excessive discretionary powers that result in abuse or misuse
of office. The third funcrion of parliament is financial accountabiliry,
beginning with approval of the budget, scrutiny of public expenditure,
and considetation of the audit reportS ptepared by the Auditor General
of Pakistan. Parliament can take action on these reports where necessary,
including recovery of dues. In this context it forms part of the larget
accountability mechanism.

The principal instruments utilized by the legislature to discharge its
constitutional obligations and keep check on the government ate Standing
Committees. debates, adjournment motions, and the question hour.

As pointed our earliet, the most significant among them is the standing
committee system in which the committees have the powers to examine
the expenditute, administration, delegated legislation, public petitions, and
the policies of the ministry concerned and its associated bodies.
Ot Fazal Kamal' has conducted a comparative study of the functioning

of the parliamentary commitrees of Pakistan, India, and Bangladesh. The
committees comprise all shades of the political spectrum tepresented in
the parliament which helps to develop a consensus of opinion amongst
diverse political parties. In Pakistan, the current parliament has established
34 standing committees. Their findings and recommendations do not
become decisions until approved by the larger body (i.e., the assembly). In
addition (0 standing committees, non-departmental standing committees
can also be constituted by the house. These include: the Public Accounts
Committee and the committee on government assurances.

There are several other committees such as the Committee on Rules of
Procedure and Privileges,House and Library Committee, BusinessAdvisory
Committee, and Special Committee on Kashmir.
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Dr Kamal conducted an analysis of the 13th National Assembly to
assess the working of rhe committees. Out of 49 standing commirrees,
17 have been devolved to the provinces and the remaining 32 held a total
of 429 meetings over three years, a dismal performance. The most active
were the standing commirrees on health, finance, planning, revenue and
development, and food and agriculture.
Beside these parliamentary standing committees, there are senate

committees, established under different Acts and with different
mandates. The senate has 37 commirrees relating to various departments
and ministries. These committees have suo motu powers to examine

expenditure, subordinate legislation, and administrative matters of the
respective miniscries. A committee normally has 12-14 elected members
of the senate. No member can be a member of more than 3 standing
committees.

Dr Kamal made the following recommendations to make the standing
committees more effective:

(a) The ruling party or rhe opposition should use legislativedeliberarions
or conduct enquiries into the matters of public importance through the

respective parliamentary committees.

(b) Capacity-building measures should be undertaken, for instance) through

the creation of a dedicated pool of researchers and expert staff within the

committee secretariat.

Ahmed Bilal Soofi' provides an updated picture as of 20 16:

At present, the Senate has almost 49 committees, (he National Assembly

47; the number of committees in the four provincial assemblies range from

18 in Balochistan to 51 in Punjab. The activism of a committee usually

depends on the committee chair but comminee members can exercise a

great deal of influence too, including the power to requisition a committee

meeting by 25pc members of a committee .... The committee system in our

legislatures is an elaborate arrangement and the state spends a considerable

sum [0 support them. One may argue that a greater degree of research and
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administrative support needs to be provided to the committees to do a
better job, but the scarcity of this is more a matter oflack of demand by the
honourable parliamentarians than constraints of state funding.

I. A. Rehman' offers some suggestions on how rhe slanding commirrees
can be made to function male effecrively:

Now that this system has been in practice for many years it may be time
for parliament to review its working and find ways of increasing its pan in
deepening democracy.

The first issue is the manner of selecting members, especially presidents
of standing committees. If members are selected on the basis of their
understanding of, or at least interest in, the thematic charge of a committee
as well as some training in lawmaking they will make a greater contribution

to an efficient performance than otherwise. Particularly necessary is to avoid
using leadership of standing committees as prizes or rewards to junior
partners in coalition governments because these offices do carry, besides
prestige, attractive perks.

It should not be difficult to imagine the consequences of having as
chairman of a standing committee on finance a person who has no idea of
public finance or who is too rigidly committed to a particular economic
theory to permit free debate. Or the consequences of allocadng the
chairmanship of a commirree on human rights to a person who has no
understanding of the rights of women, children, religious minorides, or
who does not have a clean record as a law-abiding citizen.

Secondly, there should be some method of ensuring that a standing
committee gets sufficient time to discuss a legisladve proposal or the
performance of a ministry/department. In Pakistan, we have seen laws made
without screening by standing committees, and also the phenomenon of
bills pending with standing committees for inordinately long periods. Both
instances call for corrective action.

Pakistan's standing committees have won considerable credit by seeking
public/civil society views on matters before them. This is of course as it

should be provided that the government, which has a tendency to claim a
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of conviction.

One particular aspect of parliament's function Le. the executive's
accountability to the assembly was scrutinized by PILDAT in 2011
using a number of indicators. The highlights of the results of this
study are:

a. The weakest aspect was the ineffectiveness of the National Assembly's
involvement in foreign policy which was given a score of 41 per cent.

b. The highest percentage of 74 per cent was given on the freedom of
journalists in reporting on the National Assembly's activities.

c. The ineffectiveness of the National Assembly's oversight over the
executive was given a Score of 47 per cent.

d. The National Assembly's control over the budget, agenda, and
timetable, etc. was scored at 58 per cent.

e. The effectiveness of specialist committees in conducting their
oversight functions showed a negative score of -11.32 per cent.

f. The effectiveness of the committees' procedures for scrutinizing and
amending legislation also showed a negative score of -12.28 per cent.

The broader performance of the national and provincial assemblies is also
now regularly monitored by independent non-governmental organizations.
The head of one such organizarion, Ahmed BHalMahboob,' published
their findings recenrly which provide a succincr appraisal:

During the 135 days in which the Assemblyis deemed to have met (it
actually met for JUSt 99), the lack of quorum was pointed out 26 times.
The quorum is merely 2Spc which means that only 86 members have to be
present out of a (otal of 342 to maintain it. But most of the time when the
quorum was found lacking, the proceedingshad to be suspended.Many
a time, assembly proceedings were allowed to continue because of the
understanding reached between me treasury and opposition benches, even

though therewasno quorum. In the parliamentaryyear that ended inJune
2016, the average duration of one Assembly sitting came to a little less than
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twOand a half hours. For roughly rhe same period, rhe Indian Lok Sabha

met for an average six hours per day ...
The PunjabAssemblyfrequendyfaceslackof quorum. During the third

parliamentary year, lack of quorum was pointed out about 30 times for 75

sittings and most of the time the proceedings had to be suspended.

The instances of gross indiscipline like the recent brawl, lack of

substantive business in the house and committees, members' dwindling

attendance and interest in parliamentary proceedings, and an embarrassing

token attendance for the sake of daily allowance are all symptoms of a

major problem. The crux of the matter is that the quality of parliamentary

democracy has hit a plateau or may even be deteriorating.

The core issue is that one individual or at best a few individuals at the

top have come to control all the levers of decision-making rendering the

collective fora of consultation and decision-making such as the legislatures,

cabinets. party councils, and executive committees almost redundant. Unless

the voters stop pledging allegiance to individuals instead of institutions and

unless the top leaders find a way to correct the situation, taxpayers may start

questioning the need and desirability of paying for such misbehaving entities.

At the next tier, the provincial assemblies elected directly by adult franchise
have begun enjoying considerable autonomy since the enactment of the
Eighteenth Amendment. The abolition of the concurrent list, which had
47 subjects, was a source of tension between those who aspired to greater
provincial autonomy and the centrists who wanted strong control by
the federal government. Under the concurrent list, both the federal and
provincial legislatures are entided to frame laws. The federal government,
with greater resources and relative strength, used this provision largely to
its advantage, weakening the jurisdiction of the provinces and diluting
their legislative capacity. As the federal government enjoyed the powers
of dismissing the chief ministet and the provincial assembly, its srrength
and influence created a sense of de facto subordination and aroused a
deep feeling of resentment. The surrender of this power has fortified the
autonomy of the provinces. Functions previously performed by 17 federal

ministries were also devolved to the provinces.
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However, in comparison to the National Assembly and senate, the

performance of the provincial assemblies requires very substantial
improvement. The committee system has not been effectively utilized
either in the process of legislation or for oversight of the executive. An

accountability mechanism does exist in form of rhe public accounts
committees but they lack knowledge and incisiveness. The audit reports
presented are not for the most recent years and relate to the period for
which it is difficulr ro take action because the officials who had committed

the irregularities have either retired or are dead by the time the reports are
tabled before the committees. Specialist assistance is also not available ro
the members of the provincial assemblies.

ROLE IN EcONOMIC GOVERNANCE"

The parliament has so far remained lax in many of irs funcrions, pattieularly
in terms of developing an economic vision, long-term planning, oversight
of policy-making, and in moniroring the implementation of projects and
the accountability of the executive. Had parliament been more active, it is
possible that the judiciary would nor have taken suo motu cognizance of
many cases linked to economic governance. It is a pity that although rhe
major political parties do not differ much on the content of the policies
and programmes, those thar would have proved beneficial to rhe economy

at latge have not been allowed to complete their natural life-cycle. This
track record of discontinuity, patchwork, postponement or cancellation of
key projects, sudden reversals of otherwise sensible initiatives, and weak
implementation has inflicted serious loss to the economy. One way of
avoiding our past misrakes is ro strengthen the role of parliament and its
committees. Mter all, the National Assembly's public accounts committee
has proved to be quite effective. How can this be achieved?

Fitst is the question-answer session. These sessions should have filled in

the gap in the knowledge of the citizens with regard to essential facts about
government performance but, in actual practice, they have proved ro be
no mote rhan perfuncrory and ritualistic. Alertness and thoroughness in
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providing answers have been substituted by evasiveness. Revelation of facts
on the floor of the house is one way of removing the mistrust between the

government and the public at latge.
Second, there is the appointment process of the chief executives of

constitutional, quasi-judicial, and key public secror corporations. The

nominations by the executive to the key positions of auditor general,
governor of the State Bank of Pakistan, the chairman of the Federal Public
Service Commission, etc., should be reviewed by parliamentary committees.
The latter should hold public hearings where testimonies by experts can
be heard to testifY to the suitability of the candidates for these positions.
Once confirmed, it should not be possible for the executive to arbitrarily
remove these functionaries till they complete their tenure. This transparent
mode of selection and guaranteed tenure of office will ensure that many of

problems that the public sector enterprises and regulatoty bodies face today
in their management and financial aflairs are not rcpeated.
Third, the annual budgetary process is more an exercise in going

through the motions rather than a serious examination of the options
and alternatives available. The annual budget should be anchored in the
Medium ']crm Budgetaty Framework (MTBF) and the executive has to
justify the deviations, variances. and slippages between the goals committed
in the MTBF and the actual outcomes in rhe budgets each year. The

parliamentary committees should consider the draft budget proposals
before they are finalized, only excluding specific revenue and tax measures.
or any other information that is market-sensitive.
Fourth, the economic vision, long-term perspective plan, strategy.

and medium-term plan and policy documents should be discussed by
the parliamentary committees and then presented before the senate or

the National Assembly for approval. The bipartisan support given to the
final plan or policy would ensure to a considerable degree that a successor

government would not reverse or abandon it. This assurance of continuity
would, to a considerable extent, clear much of the unccrtainty and
unprcdicrahility from the minds ofinvesrors, whether domestic or foreign.

Fifth, all major international agreements, such as with the IMF, with
long-term implications for the economy, should be presented before a



THE LEGISLATURE 273

parliamentary committee for an in-deprh review and scruriny. Independent
experts should be invited to provide their assessments. The committees
should rhen prepare and presenr rhe recommendarions ro parliamenr.

Sixrh, there are important pieces oflegislation that have repercussions for
the economy, for example, the Fiscal Responsibiliry and Debt Limitation
A£rwhich places limits on rhe maximum extent of public debt. In rhe event
of these limits being exceeded, parliament should quesrion the executive.
Once the bill amending the SBP Act and placing an explicit ceiling on
budgetary borrowing by the government from SBP is approved, parliament
should take the government to task for any violation.
These steps should substantially strengthen the hands of the standing

committees and the parliament in fill in the gap that exists roday, Le. the
lack of a long-term economic vision and a strategic plan to achieve it.

Some criticisms can be raised about the approach proposed above. For
example, by involving the parliamentary committees in the government's
decision-making mechanism may slow it down or paralyse ir. This risk can
be minimized if rhe procedures and rules for it are so crafted thar the power
ro delay or vero decisions by parliament is circumscribed. Voting will not
be across parry lines on these issues, either at me committee level or at the
full parliament level. Joint sittings and sessions should be encouraged ro
debate policies and plans. This process will talce more time but as most
snags will have been sorted out beforehand, rheir implementation could

proceed fairly smoothly.
The criticism that the parliamentary cornmiuees may not have the

necessary expertise on the mances at hand can be overcome by the
committees employing full-time professional staff ro assisr them. The
committees can always summon experts to advise them. This combination
of in-house staff, outside experts, and some parliamentarians already
having the necessary experience and competence should overcome this
problem. Another risk is that the committees may split acrosS party lines
and engage in point-scoring rather than coming to an amicable resolution
of the problems. The limited experience with rhe existing committees does
not lend credence to this view. Convergence and compromises have been
reached in many instances by people from different political parries as is
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evidenced by the passage of the Eighteenth Amendment. Intense vigilance
by media and civil society and the public nature of the discourse should
also act as a deterrent to this tendency.

Initially thete may be some discord bur with the passage of time, the
process, practice, and public exposure is likely to strike an equilibrium;
and a healthy balance between execution, responsibilities, and oversight
will be reached.

It should be reiterated that the popular disaffection with the State of
governance can be countered only if there are institutional checks and
balances, as Charles Kupchan7 very cogently sets out in an essay:

Growing demand for good governance and irs shrinking supply; the inability

of the democratic governmenrs to address the needs of their broader publics

has only increased popular disaffection, further undermining the legitimacy
and efficacy of representative insritucions.

Democracies can be nimble and responsive when their electorates an:

COntent and enjoy a consensus born of rising expecrations, but they are

clumsy and sluggish when their citizens are downcast and divided.

Popular participation, institutional checks and balances, competition

amongst interest groups appear to be better at distributing benefits.

PARLIAMENTARY SUPREMACY

The question of the supremacy of parliament has gained increasing
atrenrion over the past 50 years. Parliamenr's right and ability to make a
law on any subject, so long as it is within constitutional bounds. arc well
established. Therefore, the doctrine of separation of powers between the

legislature and the judiciary is in theory quite clear: parliamenr legislates
while the judiciary inrerprers the laws passed by parliamenr rather than
challenging them, provided of course that such laws do not infringe any
constitutional provisions.

Benazir Jatoi' sheds further light on the interdependence of the
parliamenr and the judiciary. She argues that a sovereign and truly
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democratic parliament should result in a more focused judiciary, i.e. when
the parliamentary machinery is truly democratic, representative of society
(including minorities and all genders), and functions well, it should lead
to a mote subservient judiciary that does not challenge the legislature's
intentions but interprets the law within the context of the constitution.
There seems to be much metit in her view that if the parliamentary
committees, which comprise all party and independent candidates, function
across party lines, they could be an effective check on the executive branch

of government by scrutinizing its acts and proposed legislation and their
execution. They can, therefore, enhance good governance, or, differently
exptessed, if properly fotmed and functioning, parliamentary committees
can help eliminate bad governance.
She then attempts to address the question of whether the supremacy

of parliament and the powers gtanted to the Supreme Court under the
Constitution are contradictory:

I do not believe that any such contradiction exists. In fact, they are

complimentary. But the essential rule to understand is that a democratic

Parliament should always be supreme. This does not take away from the

grandness of the judiciary, nOf does it diminish its key constitutional role.

Supremacy of Parliament in fact enhances the role of the judiciary by

allowing it to carry out its primary responsibility-to adjudicate, imerpret

the law, and ensure jusdce, as the flnal COUrtof appeal.

However, some reservations have been expressed about the capacity of
Paltistan's parliament to perform its assigned role. Saeed Shafqat' thinks
of the National Assembly as 'being more a rubber stamp than a genuine
forum, and the rule being hostility and confrontation between leading
parties rather than bargain and compromise, extra parliamentary tactics
have dominated Paltistani politics'. Pierre LaFrancelO comments that:
'An average Parliamentarian is a man of property so aloof from the

populace and from the middle classes that the Paltistan Parliament has
sometimes been defined as a House of Lotds and a Senate with no House
of Commons'.
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One of the strong pillars of a parliamentary democracy is the opposition
parties which keep a check on the ruling parry so that they adhere to
the mandate given to them and do nO[ engage in excesses and practices
favouring themselves and their party supporters to the exclusion of others.

Regtettably, the bickering, sparring, and bitterness between the contesting
parries spills over to parliament even after the elections. The recent events,
in which the PTI organized dharnas and street protests outside parliament
demanding the resignation of the sirring prime minister and filed cases
in the courts againsr him, do nor help in building healrhy rradirions of

parliamentary supremacy. The blame for such behaviour does not accrue
to rhe opposirion alone bur, as Anwar Syed tells us, the ruling party is
equally responsible:

Illiberal politics; the commitment of Bcnazir, Nawaz and ZAB co liberty

and equality before the law was rent;ttive and conditional for thq treated

the opposition arbitrarily and lawlessly. Each initiated bogus criminal cases

against the other, and each was accused of electoral malpractice in the form

of c1ections in which they participated. I I

Another area that would enhance parliament's supremacy in the context

of its constitutional obligations has to do with a credible accountability
mechanism which is currently wanting. There is both toO much and too
little accountability of rhose involved in public affairs in Pakistan. On one
hand, the plethora of laws and institutions such as the anti-corruption
bureaus, NAB, Auditor General's reports, Public Accounts Committees,
parliamentary committees, judicial activism, and the Ombudsman system
have created an atmosphere of fear, inertia, and a state of paralysis in
decision-making among civil servants.

On the other hanci, instances of rampant corruption, malpractices,
nepotism and favouritism, and waste and inefficiency have become part of
common folklore in Pakistan's administrative culture. There is an excessive
emphasis on ritualistic compliance with procedures; rules and form have
tended to substitute substantive concerns with results and oU(comes for
welfare and jusrice. The NAB should he made a truly independent body
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reporting directly to the prime minister and its chairman should be jointly
selected by the prime minister and the leader of the opposition on the

basis of competence, integrity, and independence. The responsibilities for
investigating and prosecuting white collar economic crimes and corruption
should be entrusted to the NAB. However, the oversight of the NAB by
the Public Accounts Committee should be institutionalized. Accountability
courts should be manned by honest judges who are free from influences

and pressure. The provincial anti-corruption establishments should also be

reorganized on the lines of the NAB.
The Supreme Audit Institution ofPakisran (SAIP), which should replace

the Office of the Auditor General of Pakistan (OAGP), should be the apex

body for the flnancial accountability mechanism and an integral part of
the instirutions of accountability in Pakistan to ptomote accountability

and good governance. The SAIP must be concerned not only with the
proper and effective use of public funds but also in overseeing a sound
public flnancial management system, comprising budgeting and revenue
collection, accounting, internal controls, audit, and legislative oversight.
As part of the overall framework of institutions of accountability, the
SAIP should assist the NAB, FlA, and the anti-corruption agencies in the

detection and investigation of misuse and leakage of public funds. The
SAIP should submit objective reports to the Public Accounts Committee
to support parliamentary oversight of the management and use of

public resources.
Many countries have established independent budget offices as part

of the parliamentary oversight process. The members receive advice from
the experts working in these offices on the budget proposals submitted

by the executive. The cutrent budgetary review and approval process in
Pakisran is shoddy and superflcial and goes through the motions without
any substantive inputs from parliament. A Parliamentaty Budget Office
should be established to assist the members and also provide an objective

appraisal of the budget to the public at large
The powers of the president in Pakistan have also swung from one

extreme to another. From an all-powerful arbiter of the fate of the elected

assemblies which he could dismiss under his constirutional powers to
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a ceremonial figurehead, as in rhe 1970s and rhe presenr; we have ro
strike a balance. A berter configuration could be a leaf from rhe 1956

Constirurion. Ankle 42 of rhe 1956 Consrirution enjoined the PM to
explicitly communi care to the presidenr all decisions taken by the cabinet

relating to the affairs of the nation and proposals for legislation; to furnish
to the president such information relating to those matters as the president
might call for; and if the presidenr so required to submit to the cabinet any
matter on which a decision has been taken by a minister alone. 12 There is a

general perception, whether true or unfounded, that the principal organs
of the state-the executive, judiciary, legislature, and the military-spend
much of their time in creating formidable hurdles for one another rather
than facilitating and complemenring each other. Can the president play any
useful role in resolving these conflicts amicably and facilitate a harmonious

relationship' among the three hranches of state and the military to the
nation's benefit?

ELECTORAL REFORMS

The currenr process of holding general elections suffers from several
weaknesses and has led to serious dislocations in the smooth functioning of
the government as manifested by the dharna of 2014. The list of weaknesses

is long but stems from the powers, authority. resources, and capacity of the
Election Commission of Pakistan (ECP). Unlike India, where the EC is a
highly respected constitutional authoriry and is headed hy an administrator,

the ECP comprises five retired judges lacking in administrative experience.
Organizing elections primarily requires managerial abilities rather than
those of a judicial nature. This has repercussions throughout the process.
Questions are raised about the registration, preparation, scrutiny, and
verification of electoral rolls.

If the list.'oiof voters are incomplete or compromised or tampered with,
then there is a possibility of some genuine voters nO( being able to exercise
their franchise. Lack of confidence in the functioning of the returning
officers, presiding officers, etc. and their ability to manage logistics for
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simultaneous polling on the same day throughOut Pakistan are also matters
of concern. For example, school reachers are appointed as polling officers
but ir is alleged thar rhey owe rheir appointments as reachers to rhe local
politician and rherefore, are likely to oblige their benefacrors on rhe day
of polling ro discharge their debt. The powers of the ECP to screen and
disqualifY candidates who do not meer rhe eligibility crireria, the reform
of campaign finances, and rhe slow and prorracred process of grievance
redressal and dispute resolution have also been matters of concern.

Tasneem Noorani,13 a rerired senior civil servanr makes rhe following
assessment of the current process and proposes some measures to reform
rhe ECP:

Eep seems convinced that its only task is to physically conduct the elections.

The implementation of rules pertaining to holding free and fair party

elections within the political parties is taken so perfunctorily, that a report

of having held elections from political parties has never been known to be

scrutinized critically. No one has even been show caused, what co talk about

punishment for conducting fixed parey elections. This indolence of Eer
can only be explainedby a vetyJawlevelexpectationthresholdof the ECP.

ECP has styled itself as a judicial forum by otdaining that Members
will only be from the judiciary and each member including the Chairman

will have one voce in joim decision making. Recently amendments were

introduced when all four provincial members' tenure was coming to a dose.

The requirement of being from the judiciary was dropped.

But no reforms [Q conven the ECP from a judicial forum to an executive

forum was taken. Presently the Chairman of the Commission, who is

selected through an extensive search process requiring the consent of both

the government and the opposition, has only one vote amongst the five

members. He is only a Chief in name, as any three members from the

provinces can disagree and get their way.

So the reforms that need to be taken to improve the political party system
in my view are:

1.Change the iawand the rules to placethe CEC asan executiveheadwith
the powers of CEO, with the Commission acting as the BOG.
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2, ECP has to rake intra parry elections seriously and ensure that they

are held as per democratic principles, to enable an ordinary citizen to rise

through the ranks of the parry and in the process challenge the increasing

hegemony of an individual/family owning a political party.

3. The time taken to scnle an election petition laid down by law, needs ro

be implemented, to make (he process of accounrability meaningful.

4. Rather than having interim governments conduct elections, the ECP

should be empowered with powers to stop the government from taking

any non-essential and conrroversial decisions after the process of elections

is announced. Also, they [should] be given powers to make the bureaucracy

look towards them rather than the government.

The above set of electotal teforms should be able to temedy some of the

weaknesses of the present arrangements and transform the ECP into a
tespected, non-pattisan, professional otganization capable of delivering
credible election results. A parliamentary committee on electoral reforms
was constituted in July 2014. While its full teport is awaited, some proposals
made in redefining the qualifications of the Chief Election Commissioner
(CEC) and the membets of the ECP were included in the Twenty-second

Amendment, which was passed by the National Assembly in May 2016. To
what extent this amendment has made a difference forms the cemrepiece

of an article by Zartat Khuhro: 14

Steps have been taken to strengthen the Eer, and the government will

no longer be able to transfer or suspend election officials, a power that

rests solely with the ECP. However, the ECP has no say in preventing the

transfers of other government officials, such as local police officials or

district commissioners during the poll process, which is alarming given the

role such officials have historically played in influencing elections on the

localleve\.
Ironically, while the Eep can suspend such government officials it

deems to be violating election laws, there is no prescribed penalty for such

officials, meaning that they can ride out their suspension in bliss and [hen

get reinstated as a 'reward' for services rendered.
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Another step in the wrong direction is that the ECP can no longer

disqualify elected members found to have submitted false statements of
election expenses or false wealth statements. Instead, such matters are now

to be referred to the session court, and experience tells us that-given

lengthy court procedures and appeals-the offending member can retain
his seat for months if not years while the gears of the legal machinery

grind on.
Anyone who recalls the general frustration with the pace of election

tribunals in the recent past can easily imagine the consequences of turning

the process over to the already burdened 'mainstream' judicial system.
BU[ perhaps the biggest problem with this bill is that it limhs freedom

of information and access in significant ways. Take the process of scrudny;
in a break from the past, this process can now no longer be observed by the
media (media personnel are not included in the list of persons authorized to

be present during the process) and thus, by extension, the public.
Further, it is not dear whether media will have access to polling stations,

be able to observe vote counting or accessthe returning officer's office during
consolidation of votes-all of which are points in the electoral process where

the possibility of rigging is high. Given that the right to this access has nO(
been clearly defined, it is now the discretion of the ECP as to which parts

of the process media will have access to.

The issue of excessive expenditures incurted by the candidates, and lately
by their parties on electronic media ads during the election campaign.
has drawn a lot of flak. It is postulated that the present system is
intended only for the rich and well-to-do to contest elections. Other

talented persons belonging to the middle class do not stand a chance.
An article in the leading daily of Pakistan, Dawn,15 makes the following

comments:

According to the law in vogue, political parties and elected representatives
have to flIe returns of their income, expenditure, and assets, but there is no

mechanism to check the veracity of those statements. A proper mechanism

to punish those filing bogus returns is also absent.
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... According to the judgement. the Eer is empowered to check not

just illegal actions relating to the election (including violations of limits set

for campaign finances) or corrupt practices (such as bribery), bur is also

empowered to review all election activities, including corner and public

meetings as well as the use of loudspeakers.

Moreover, the official said, a careful reading of Article 218(3) of (he

Constitution shows that the clause gives wide-ranging powers to the ECP to

check all SOrts of corrupt practices and it was for the commission to decide

on how to proceed.

The article in question reads: 'It shall be the duty of the Election

Commission to organize and conduct the election and to make such

arrangements as are necessary to ensure that the election is conducted

honestly, justly, fairly and in accordance with law, and the corrupt practices

are guarded against.'

'[lIking about the scrutiny of parties' statements of accounts, he said the

ECP had already ruled that it had the jurisdiction to do so in PTf's foreign

funding case, as the power is clearly defined in the Political Partics Order
of2002.

There are other areas of reform that would go into the heart of the existing
system but require some reflection. These have to do with the present
first-past-the-post election by constituency and the appointment of the
cabinet members. In Egypt, for example, the 20 II elections-the first
democratic elections held after 1952-were conducted under a parallel
voting system. Two-thirds of seats were elected on the basis of a party
list proportional representation. The remaining one-third were directly
elected through the constituencies. The parry list comprised the youth,
women, minorities, labourers, farmers, and professionals, The law
stipulated that half the representation in the new parliament must consist
of 'labourers' or 'farmers', while 'professionals' should constitute at most

half of the parliament. This arrangement made it possible for a large
number of candidates holding doctoral degrees in their respective fields to
get elected.
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The Egyptian model may be able to address the concerns of Fahd

Hussain16 who expresses twO different kinds of reservations on the present

mode of elections:

This constituency-based electoral system adopted from the British model is,

within the Pakistani context, essentially exclusionary in namcc. It will only

throw up winners who can manage constituencies based on either biradris,

tribes and/or a long history of local patronage/kinship. It auromatically

excludes a vast majority of Pakistanis who do not fall in this category, and

who do noc have the wealth to neutralize the deep roots in the constituency

Yes there are other models of electoral democracy-various forms of

proportional representation among them-that can offset the negative

effects of the present Doe and that can at least anempr to break the vicious

electoral stranglehold of families over this system. It is indeed kosher to be a

democrat and criticize this parliamentary system of exclusionary democracy.

His second, but related point, is about the exclusivity of the cabinet
members dtawn only from among the elected members of the assemblies.

He poses this:

What is also deeply flawed in this system is (he requirement to choose

the Cabinets from the elected people. Is it not a farce for example to have

as the minister of Science and Technology a politician who cannot even

in his wildest imagination claim to have any background or expertise on

the subject? He then becomes dependent on the Secretary who himself

is there for a stint till he gets posted to yet another completely different

ministry dealing with something totally different. It is a system running

on empty because it is fuelled by the awesome mediocrity of the civil

servant combusted with the magnificent incompetence of your average

constituency politician.17

However that may he, the seats in parliament and the provincial assemblies

are allocated on a dual basis of both proportional representation and
direct constituency-wide elections and the reservations expressed above
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can be tackled. Those who are suitably qualified but cannot afford to
contest constituency seats can be included in the party list for proportional
representation, as is currently the case for women and minorities. As the

party list would include expertS and professionals drawn from various
fields they should be able to discharge their ministerial functions ably
and competently.

SUMMATION

The taking off point of the discussion of the legislature is the premise vety
ably enunciated by Nobel Prize winner Amartya Sen: 'While democracy is
not yet universally pracriced nor uniformly accepted, in rbe general climate

of world opinion, democratic governance has now achieved the status of
being taken to be genetally right.''' The legislature forms an integral part of
democratic governance and needs to be fortified to fulfil its specified role.

For this to occur, we need reforms of the electoral process, delimiting
constituencies afresh on the basis of the new population census. Fresh
electoral rolls must be prepared from the new data on households generated
through this census. The Election Commission and Chief Election

Commissioner must be given unfettered powers to organize the elections
by directly taking over the administrative apparatus of the provincial and
the district governments. This will obviate the need to induct caretaker
governments which have only shown themselves to be disruptive of the
smooth process of conducting elections. Electronic machines should be
used for voting. Candidates for the national and provincial assemblies
should be carefully screened and those who do not meet the eligibility
criteria should be disqualified from contesting elections by the Election
Commission. The sources of campaign finances should be transparently
disclosed by each party and the elections held in a fair and free atmosphere.

Once the right candidates are elected the quality of parliamentaty conduct
should improve.

The parliament would then be able to exert better checks on the excesses
of the executive and also enact legislation to preserve the rule of law, and
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protect the fundamental tights of citizens. This is, howevet, currently hardly

the case in Pakistan. There is little legislarive accountability ro citizens,
weak market oversight, and indifference in responsiveness [Q the citizen
demands. The parliamentary committees such as rhe Public Accounts
Committee, through public hearings, can exett a sobering pre-emptive
influence on government departments, ministries, and agencies. They
could ensure that public expenditure is underpinned by value for money

and waste, inefficiencies, and irregularities are minimized. However, the
pattisanship demonstrated in the committees deliberations and rhe lack
of technical expertise amongst rhe staff assigned to these committees has

weakened their watchdog and oversight functions. Strengthening of these
committees would help to exert effective control over the misuse of power
and resources by the executive.

The functioning and the capacity of the committees at the provincial
assembly level would require greater effort to bring rhem at least at par wirh
those at the National Assembly and the senate.
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11

The Military

The overwhelming influence of the military in directly or indirectly
sreering rhe governance ofPakisran should be viewed in a hisrorical
context. Pakistan was a major source of recruitment for the British

Army. The Porohar region of Punjab and some disrricrs of the former
NWFP were the principal recruiting grounds for soldiers and officers. At
the time ofIndependence, the armed forces ofPakisran comprised 120,000
men. By rhe mid-1960s, rhe number had risen ro 300,000, and roday irs
strength is around 520,000. If we add rhe reservesand rhe civilian members
of rhe armed forces, rhe roral number would be around I million.

The armed forces of course comprise rhree branches: rhe army, navy,
and air force; the army being by far the largest among them. Unlike some
other countries where these soldiers are conscripted, Pakistan's forces
comprise volunteers selected through an open, highly competitive process.
The other fWO wings, the navy and the air force, are much smaller and
lacked, at the time ofIndependence, the necessary equipment such as ships
and planes.

The Pakistan Army, as rhe largesr service, has occupied a special
place in rhe defence services. It is headed by Chief of Army Staff with
its headquarrers ar Rawalpindi and is divided into fWO broad funcrional
categories: rhe fighting force (infantry, armoured unirs, artillery, aviation,
engineers, and signals) and rhe services (medical, ordinance, EME,
administrative support, education, military, police, and veterinary units).
Currently the army has 46 major military rraining esrablishments. Ar the
time of Independence only the Staff College, Querra, and five schools of
lesser significance were siruated in the areas which fell under Pakisran. It
had ro, therefore, begin esrablishing a number of rraining insrirutes from
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scratch, and has developed a highly impressive array of these at various

levels and different functional capabilities.
The Pakistan Military Academy was established in 1948 to train officer

cadets. The army command consistently emphasized high quality training
fot officers and personnel at all levels. Exercises were held regularly to assess

the standards of training and effectiveness.
The Army Planning Board was established and reconstituted in 1955

directly under rhe commander-in-chief (C-in-C) to analyse and make

recommendations on how an efficient, mobile army could be established

within the limited resources available.
In February 1954, the army received a big boost when the US decided to

provide military assistance to Pakistan to strengthen irs defence capabilities.
Pakistan's membership of CENTO and SEATO also ptoved beneficial in

professionally strengthening and modernizing the army.
The assumption of power by rhe C-in-C of the army, General Ayub

Khan, in October 1958 was a turning point in Pakisran's history. Not
only did it set a precedent of the army ousting civilian governments bur
led to an enhancement in the capability of the armed forces through

increased budgetary allocations for defence expenditures. In 1960,
defence accounted for 30 per cent of the total budgetary expenditure.
This was further supplemented by the infusion of defence assistance
from the US in the form of equipment and training of officers by

the US.
A central organization known as Inter-Services Intelligence (lSI)

Directorate exists in addition to the intelligence agencies of each service
to develop and implement strategies to counter internal as well as external
threats. The lSI gained eminence alter its active participation in the Afghan
war under the Zia regime, and for its involvement in political activities
in the 1990s and later under the Musharraf government. In relation
to Afghanistan and India in particular, the lSI is perceived to play an
exceptionally crucial role, sometimes even overruling the established chain
of command. The DG lSI is appointed by the prime minister, generally on
the advice of the army chief, and is invariably a senior serving general. The
lSI however operates under the army C-in-C although as a joint services
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body it ought to come under the command of the chairman of ,he Joint
Chiefs of S,aff.
The period 1958-71 was marked by the control of the military as

the heads of the state in ,hat period were bo,h army chiefs. The 1962
Constitution, which was enacred by Ayub Khan himself, had devolved the
powers of acting president to tbe speaker of the National Assembly but this
provision was flagrantly violated in Marcb 1969 when power was handed
over by Ayub Khan to General Yahya Khan, the army chief.
The loss of East Pakistan in 1971 and the detention of 92,000

prisoners of war (largely from rhe army) by India was the first blow to
the prestige of the army. Within the army, the younger officers did not
want Yahya Khan to continue in power and forced him to hand over
the presidency and the office of Chief Martial Law Administrator to rhe
democrarically elected leader from West Pakistan, Zulfikar Ali Bhutto,
leader of the PPP. The Simla agreement wi,h India, which facilitated the
release of these prisoners, added to the stature of the civilian prime minister
and it was for the first time that the army was de facto brough, under
civilian control. Bhutto felt so confident of his position thar he sacked rhe
army and air force chiefs who had played a crucial role in bringing him
to power.
This was the background against which the 1973 Constitution was

enacted. Under the constitution, the principle of civilian canuol of (he
armed forces was fully established. The constitution gave control and
command of the armed forces ro the federal government. The prime
minister is responsible for the allocation of the necessary resources to the
defence ministry, to establish, expand, and/or fe-organize institutions to

ensure the coordinated application of such resources, ensuring the raising
and development of armed forces commensurate with requirements,
determining the resource requirements and priorities, and coordinating
defence wirh domestic and external policies. The PM is assisred by the
minister of state and minister of defence. A cabinet committee, the Defence
Committee of ,he cabinet (DCC) headed by the prime minister, comprises
the defence, finance, and interior ministers, the three service chiefs, and
the chairman of the Joint Chiefs of Staff Committee aCSC) is the most
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important body that makes assessments and plans for the fulfilment of
defence policy whieh are reviewed by the DCC. A5 there is no secretariat

for the DCC, in actual practice, the minisrry of defence carries out this
function. Joint operations planning, joint logistic planning, and joint
training planning are carried out and reviewed by the Directorate General
Joint Staff. The Strategic Plans Division (SPD) and the National Defence
University funcrion directly under the supervision ofJCSC. The army chief

plays a key role in the appointment of the president of the NDV as well
as the head of the SPD.

The Constitution also provides parliamentary standing committees on
defence affairs comprising members drawn from different political parties.
The committees are entrusted with monitoring defence development and
reviewing budget inputs. A5 discussed in Chapter 10, the performance of
these committees leaves much to be desired.

It is another nutter that the constitution was violated by Zulfikar
Bhutto's own hand-picked army chief who he thought was so loyal and
subservient that he would carry out his orders. This rude shock was
an awakening to the civilian leadership that the army always acts as an
institution and that personal affiliations did not mattcr much.

The 1979-88 period was once again a time of military rule. In the early
stages, army officers were placed in key positions such as those of martial
law administrators at the provincial level with the entire hierarchy stretching
down to the district level. Although the offices of the commissioner and
deputy commissioners continued to exist, they took orders from their
counterparts in the parallel martial law administration. Martial law courts
were established for speedy disposal of cases for violation of martial law.
Public flogging was resorted to in certain cases which aroused resentment
against military rule. This arrangement was reorganized when politicians
were inducted into the government.

In October 1999, the army once again assumed power by deposing the
elected Prime Minister Nawaz Sharif and installing the army chief, General
Pervez Musharraf in power. The difference this time was that the president
of the republic was allowed to remain as a figurehead, and the army chief
became the chief executive, exercising the powers of prime minister as
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set out in the constitution. This time, there was no formal promulgation
of martial law and the civilian institutions remained intact, fulfilling
their normal responsibilities. It was only after a f~w years that General
Musharraf assumed the otHce of the president and a strong presidential
form of government was established. The constirutional issue that ended
up in an open confrontarion between the executive and the judiciary was
whether the army chief in uniform could contesr rhe general elections. The
court was opposed to the idea, which prompted the ptesident to declare
a state of emergency. After the general elections of 2008, he had to resign
from the otHce of president under threat of impeachment by the pakistan
Peoples Party and the pakistan Muslim League-Nawaz, the twO leading

political parties.

The pakistan Militaty Academy (PMA), the Command and Staff College,
and the various other training establishments wete given high priority and
allocated resources to develoP professionalism, leadership qualities, and
skills.After serving for a fewyears and acquiring the rank of major, selected
otHcers are sent to the Staff College at Quetta which provides an almost
year-long course in tactics, administration, staff duties, and command
functions. At least one joint exercise is conducted with otHcers of the air
force and navy,along with severalfield exercisesand a study tour abroad. At
the apex of the training process is the National Defence University (NDU)
which runs twO courses. The fmt is a national defence course in which
most participants are of brigadier or equivalent rank from other services
and joint secretaries in the case of civilian administrators. The second is
the war course in which most participants are of colonel or equivalent
rank. Selection for either of these courses reflects positive atrainments in
the career of an otHcer. The NDU courses prepare offlcers for planning
ar the higher levels of national strategy, including national, economiC,
and political systems and related issues that widen the worldview of

militaty officers.

PROFESSIONAL GRoWTH OF THE MILITARY

------
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The entire training system comprises specialty arms schools/colleges,
special warfate/skms courses, and advanced learning institutions. The

aim of the Junior Leaders Academy is to train non-commissioned
officers to become an integral link between officers and troops. The
guiding philosophy of training is to achieve excellence in combat, which

is translated into a system of COntinuing, pre-planned, skill-enhancing,
targeted training COurses through the life cycle of an oflJcer and thelower ranks.

Apart from the PMA and a wide variety of specialist training schools, a
university_the National University of Science and Technology (NUST) in

Islamabad with several afllliated COlleges_has been established which caters

primarily for the needs of the defence services in the fields of engineering,science, and technology,

In the caSe of the navy, all officer cadets spend a year and a half at
the Pakistan Naval Academy, and on passing OUt they are appointed

midshipmen which entails a further six months of training at Sea. Afrer
qualifying at their final fleet examinations, they are Commissioned as

acting sub-lieutenants and sent to various branches of the navy. Afrer
allocation to the various branches, they Continue their training at the

Naval Engineering College or at the Supply and Secretariat Schools.
Once this phase is completed, they undergo Sea training for a year.
Having completed this phase, each officer is entrusted with independent
responsibilities. The training period for the various branches varies from

fill" years for operations to four and a half years for the technical branches.
After serving for a few years, the oflleers are sent to staff courses at the
Pakistan Navy College, Lahore, or the Staff College, Querra, or the Air
War College, Karachi, or the Joint Staff College, Rawalpindi. A few mid-
career off]cers are sent to the Quaid-i-Azam University (QAU) for defence
study COurses. Selected senior off]cers regularly undergo the War COurse at

the NDU in Islamabad. Most senior captains and commodores attend the
COveted defence studies course. Some of them are sent to various suitabletraining institutions.

Very high standards of training have acquired a very important place on
the priority list of the Pakistan Air Force (PAF) with emphasis on technical

~-----
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advances. The initial selection of candidates is extremely strict. Of about
1500 applicants for various branches, only 300 or so are selected.
The PAF picks candidates at an early age. After having passed rheir

intermediate examinations, candidates undergo a selection process which

is conducted by the Inter Services Selection Board.
The selected candidates then undergo five and a half yeats of rigorous

professional training at the PAF College, Risalpur. For pilot cadets, the
attrition rate is set very high. Up to 65 per cent fail ro meet the rigid
requirements for flying, but they can then choose other branches of the
ait fotce. After completing their training at PAF College, the successful
candidates arc posted ro Mianwali for advanced tactical training ro become
fighter pilots. Of 100 candidates only 15-20 survive the rigours of this
training. After qualifying, most of them are posted to various squadrons.
After having served for a few years, some are selected for training at the
Combat Command School at Satgodha, where, for five months, they learn
the finer rechniques of air combat. Those who excel are often rerained for

two years as instructors.
The College of Aeronaurical Engineering, established in 1965, provides

training in avionics, engineering, aerospace engineering, industrial
engineering, and humanities and social sciences. A Transport Conversion
Squadron trains pilots, navigators, flight engineers, loadmasters, and

scanners to work with a range of aircraft.
In 1993-94, a basic staff school was set up in Peshawar ro hold thtee-

month courses for flying officers and f1ighr lieutenanrs. In addirion, a
College of Staff Studies, established in the early 1970s, offers courses to
flight lieutenants and squadron leaders. Senior officers are selected ro attend
a war course at the PAFAirWat College ro prepate them for the assumption
of key command and staff appointments. Many higher rank officers are sent
to the National Defence University for a year's comprehensive training. In
the PAF,emphasis is placed on training rhrough operarional exercises.These
help senior officers to evaluate the operational readiness of the service and
also to evolve new conceprs. Training in the PAF is nor only accorded a
very high prioriry but is a conrinuing process for both officers and airmen,

regatdless of rhe role they play.
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There has been international recognition of the capabilities and
effectiveness of Pakistan's armed forces. They have been invited to
participate in UN peacekeeping operations where they have made
significant contribution. Saudi Arabia, Jordan, the UAE, and other

countries have on many occasions called upon them to assist in combat
and noncombat training and organizational development of their own
forces. The Pakistan training establishment receives military officers from
ovet 50 countries around the world each yeat.

The high degree of professionalism and investment in human resources

by the armed forces has been widely acknowledged by civilian leaders,
scholars, analysts, and outside observers. Even the most vocal detractors of
the military agree with this assessment.

On human resource development in the military, the former Prime
Minister, Shaukat Aziz, I recorded his impressions in a book in the following
words:

The Military ha.'i a professional mcriwcratic system for hiring and promoting

officers. I witnessed this first hand when President Musharraf invited me,

as Prime Minister, to attend the Army's Promotion Board. Even coming

from the corporate world and seeing internal human resource processes in

many leading private companies, I was impressed. The Army's system of

promotion is professional, transparent, and merit driven. Every proposed

case was discussed in various independent committees and there was a frank

debate about each candidate. The Military also has a rigorous system of

managed attrition, operating on a strict pyramid structure, where at each

level, people are Jet go instead of automatically progressing. Reviewing the

HR and personnel processes in civilian institutions would be useful and

relevant aspects of the Military's process could be adapted.

He goes on to add: 'the Military became distinguished by its discipline,
efficiency, and structure and perceived as a respectable career path
which treats its soldiers well post-retirement.' According to him, the
military-collectively comprising the army, air force, the navy, the

inteHigence agencies-has since developed into one of the strongest
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Anatol Lieven' dwells upon the teason for the relative strength of the army
as an institution:

In fact, one reason why the army is by far the strongest institution in Pakistan

is that it is the only one in which its real internal content, behaviour, rules.
and culture match more or less its official, outward form. Or to put it any

other way. it is the only Pakistani insticution which actually works as it is
officially meant to-which means that it repeatedly tries something that it
is not meant (0, which seized power from its weaker and more confused

sister instimtions.

One of the topics in Pakistan that is widely discussed is the personality of
the chief of army staff. In recent years, the exit of Genetal Raheel Sharif
has attracted much comment. A group of commentators was critical of his
exposure to the media and the wide publicity given to him and his activities
by the ISPR. It is in this context that Imtiaz Gul6 provides a useful insight
about the relative importance of individuals and institutions in the army:

General Sharif's exit may ease off pressures that had hamstrung the
government, yet it resonates an unambiguous message to the political
leadership: individuals don't matter for institutions. It is their collective

wisdom, professionalism, and commitment that keeps the institutions
evolving. The system keeps throwing up leadership through the consultative
process that is known as the Corps/Formation commanders' conference.
General Sharif's conduct offers some soul-searching for the civilian

leadership; rather than scheming and intriguing, let us focus on the job

that the voters and the institutions place on you.

MILITARY INTERVENTIONS AND TAKEOVERS

This very high degree of professionalism and efficiency is also believed to
be the principal factor behind the ouster of weak civilian governments by
the army chiefs at various points of time. The armed forces have seized
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and most effective institutions. Similar sentiments are expressed by
othet scholars who have studied the Pakistan military. Shuja Nawaz2 has
commented: '[the] Pakistan Army also kept itself adapting and prepating
fat the new challenges. After the Tehrik Taliban Pakistan (TTP) became
a strong force in the FATA, the Army made changes in equipping its
combat and supporting arms. With the capability to fotce the countet
insutgency (COIN).'
According to Nawaz, the army made a rapid shift after the Swat

operation by introducing COIN training at the Pakistan Military
Academy, the School of Infantry and Tactics, and made it a part of
the syllabus at the Command and Staff College and National Defence
University.3 While the army still retains its conventional force structure
and approach vis-a.-vis India, its arch rival and neighbour, it appears to
have used the insurgency to rotate its forces in and our of FATAand
Swat in such a way as to expose most of its regular troops to irregular
warfare. The Frontier Corps (FC) is being trained by US trainers at
Warsak in Kp, and this is being supplemented with overseas courses
for officers.
Mahmud Ali Durrani, a former diplomat and a retiredgeneral, describes

(he institution in the following terms:

The army is not the monolith it is normally perceived to be. No, the army

is a collection of people who come from all kinds of backgrounds. This

collection may have someone like me who studied at an English medium

school run by Christian missionaries and it may have someone from Toha

Tek Singh who studied at a government school. The army does pm you in

a straitjacket; it gives you discipline and provides you with a perspective on

geopolitics but the individual thoughts developed at school and home stay

with you. It is because of the discipline that people in the army do nor voice

their personal feelings and follow the given line or narrative. The military is

not as hard-line today as it was in 1948 or 1965, Subtle changes have come

about; if all the other institutions fail then the army goes in to control the

situation. It is going in on the invitation of the federal government or the

provincial governments in aid of civilian powers.4



THEMILIlARY 297
governance in Pakistan and directly ruled it four times since Independence.
Ayub Khan (1958-69) assumed power afrer seven civilian governments
were unable to maintain a coalition between 1951 and 1958. YabyaKhan
(1969-71) was chosen to the government by Ayub Khan. Zia ul-Haq
(1977-88) dismissed the elected government of Z. A. Bhutto in rhe wake
of charges of rigging the elections that were levelled by the opposition.
PervezMusharraf (1999-2007) refers to his takeover as 'being thrust into
power'? because Prime Minister Nawaz Sharif dismissed him from the office
of army chief while he Wasabroad and did not allow his plane to land in
Pakistan. Earlier, a previous chief had been forced to resign and, therefore,
on this occasion the top army command considered this act as an affront
to the dignity and morale of the armed forces in the face of which the
generals moved in to oust the Sharif government and install Musharraf as
Chief Executive.

Lieutenant General Mabmud Ahmed, in an interview with Shuja Nawaz,
has stated that had General Musharraf not been prematurely replaced on 12
October 1999, 'then 12th October would have been another day like II th
October before, like 10th October was, like 9th October was'. Mushanaf
characterized his generals' actions as a Counter-coup against Sharif's coup
against him. The fact however remains that whatever the motivations there
have been for these coups, the military has led Pakistan for a total of 32
of the 70 years of its existence, casting a heavy shadow Overits history as a
nation. A large number of books, treatises, and articles have analysed the
reasons for this direct and indirect political intetvention by the Pakistan
Armed Forces. These can be summed up as follows:

I. The armed forces emerged as a superior, disciplined, and highly
professional organization and continued to hone their efficiency
and skills.

2. The political institutions remained entangled in continuing wrangling
and became weak over time and some of them enlisted the support
of the military to dislodge their adversaries.

3. The civilian institutions were mired in corruption, nepotism) and

favouritism, resulting in wide disaffection and dissatisfaction among
the public at large with the state of governance.
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4. In the absence of an organized and informed civil society, there was

very little public outrage.
5. The relatively improved economic performance during the three
military regimes, of Ayub, Zia, and Musharraf, compared favourably
with the dismal performance of the civilian leaders.

6. The periods preceding the army takeovers were characterized by
political instability of the civilian governments in power.

7. The US and Western nations found it convenient to deal with a
strongman rather than a group of bickering politicians who could

not deliver on their commitments.

A more sceptical view about the military takeovers is expressed by several

scholars. In the opinion of Monshipour and Samuel:

For the most part, military rulers have been the final arbiters of Pakistan's

destiny. Dominated by Punjabis and representing the landed and industrial

interests, the military regards its dominance of Pakistan politics not only as a

right but as a duty based on the need [0 safeguard the rerrimcial integrity of

the country in the face of lingering ethnic, linguistic, and religious fissures.l!

Aqil Shah' thinks that Bhutto, by 'letting the institution of military off
the hook at a time when there was direct public support for holding the
generals accountable, reinforced officers' presumption of impunity'.
The central argument is that the military's tutelary beliefs and norms, a

legacyof its formative experience under conditions of geopolitical insecurity
and nation building problems, have profoundly shaped its political
interventions and influence by justifying the authoritarian expansion of
its role in state and society. Security threats and crises can subdue civilians

and pass all powers to the generals.
In another piece he refers, like many other critics of the pakistan Army,

to its corporate interests:

The military's corporate identity and interests are linked to projecting itself

as Pakistan's only saviour against the evil designs oflndia. The military high
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command's apparent patronage of leT, JM erc. certainly signal its resolve [Q

keeping the pot boiling in Kashmir in the future hope that the inrernational
community will take the bait. 10

A more benign view on this subject is expressed by Talbott and
Cohen in their books. Ian Talbott" attributes the military's taste
for power in the folJowing way: 'The civilian dependence on the
militaty to provide internal security had already enabled the men
in uniform to renew their taste for power and drew them back into
politics.'

Stephen Cohen also articulates similar views:12

The very fact of calling in the military implies civilian incompetence
or a failure to apply corrective measures before things get OUt of hand.

Is the military obligated continually to rescue civilian politicians and

administration for their own rnisrakes[?] Does the military dare to pick and

choose the times when it will provide suppon, and if it does, will it make
the governmem dependent on them [?}

The government's reliance on the army, either to perform tasks within the

civil sphere or bailing out the civilian leadership from transient governmental
crises emboldened them.

The question that then arises is:When militaty dictators are welcomed
so warmly upon assumption of power, why do they all meet the same fate?
Mancur Olson" ascribes the downfall of the military dictators in

Pakistan to the foJlowing factors:

a) In order to gain legitimacy they adopted the tactics of coercing
or co-opting some of the same political leaders whom they had
discredited in the first instance, thus losing the raison d'etre for their
intervention.

b) There was a gap between the heightened expectations of the
people and the state's capacity to deliver as the same elite class now
extended to include high-ranking military officials benefiting from
economic growth.
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c) There were increased external pressures to reinstate democracy
in Pakistan as violations of human tights and supptession of civil

liberties became commonplace under these regimes.
d) The military used these periods ro strengthen and consolidate
their grip on power by inducting serving and retired officers in

civilian institutions giving risc to resentment by those directly

affected.
e) Accountabiliry was promised by every single rule but became a

selective tool for rewarding those who crossed over to support the

regime and penalize those who remained opposed ro it.

In recalling the history ofPakisran's military's rise and fallon four different

occasions, their unpopularity and people's discontentment can be traced
ro a variety of exogenous and endogenous factors. The popular myth
that it is manipulation by the US, which is largely responsible for both
their coming to and exiting power, is simply a myth. There is hardly any
evidence to corroborate this 'conspiracy theory' explanation. It is, however
true that the Bush adminisrration, with Condoleezza Rice in the lead,
made efforts to bring about a compromise that would let Benazir Bhutro
return to Pakistan to contest elections with Musharraf remaining in office

as president.
Ayub's political fonunes took a nosedive because of the 1965 war with

India and the perceived rise of income inequality between East and West
Pakistan. Yahya Khan was forced to relinquish power because of the loss of
East Pakistan in 1971. Zia ul-Haq died accidentally but his zealous pursuit
of the Islamization of Pakistan and sevete testrictions on established political

parties had led to popular movements against him. Pervez Musharraf lost
power due to his confrontation with me judiciary which precipitated into

a nationwide movement led by lawyers against his continued rule.
Anwar Syed advances the following reasoning for the downfall of the

military dictators:

A military coup d'etat is inherently illegitimate. The law regards it as treason.

A coup maker may have done his deed in a spirit of righteousness. His
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acdon may initially be met with general approval. But as time goes and it

transpires that he is unable to deliver the good things he had promised he

falls in public esteem and encounters a general disapproval of his right to

govern. As iliis process of public disenchantment with him goes on, he is

shaken and he becomes ambivalent and indecisive. His will to act forcefully

to counter adversil:f may be breaking. Ii

What of future takeovers?Since 2008, there have been constant murmurings
aswell as a yearning from certain quarters and certain sections of the media
about the army removing the corrupt and incompetent politicians who
have made such a mess of Pakistan. However, Shuja NawazlS is correct in

asserting that:

... extenuating circumstances today have made it difficult for direct army

take over. The composition of the army today better represents the society

in which it operates than the army at independence. It has also (become1

more professional and better trained than ever before. It nOWrepresents a

broader range of the country's rapidly urbanizing population. The emergence

of a new and vibrant mass media and public discourse has also challenged

the military's ability to rule the country with an iron hand. Control, when

applied, can only work temporarily. Today's emerging technologies have

introduced ways of bypassing authoritarianism.
16

However, a contrarian viewpoint is espoused by Ayesha Siddiqa,1' who
believes that the military has developed a vested interest which would
discourage the armed forces from allowing democratic institutions to
function, 'and since its economic enterprise has been constructed on the
basis of its economic power, further encouragement for the military to
enhance its economic power would lead to increasing its entrenchment

in politics'.
The assertion above needs to be dissected. First, empirical evidence

shows thar the claim of rhe military's large economic enterprise is highly
exaggerated, as shown later in rhis chaprer. It pales into insignificance in
comparison with the conglomerates owned by orner leading Pakistani
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private sector tycoons. Second, every government, elected or authoritarian,
has been equally well-disposed towards the foundations and trusts which
own these enterprises because their proceeds are utilized for the welfare
of the soldiers and their families. This burden-sharing by the foundations
relieves the government of its obligation to provide these services to this
segment of retirees from its own budgetary resources. Third, the COStof
disrupting the orderly process of democratic governance for the sake of
an illusory and unfounded fear of curtailment of its economic power far
exceeds the profits to be made by the military or officers belonging to this
cadre. The allotment of urban and agricultural land and other perks enjoyed
by these officers would continue unabared irtespective of the nature of the
government in power.

EVOLUTION OF PAKISTAN'S DEFENCE POLICY

In a country where there is barely a national consensus on any major

issue, there has been one policy on which all political leaders of different
persuasions have agreed, i.e. to ward off the threat that India presents
and strengthening the defence services with the requisite resources for
this. Similarly, the nuclear programme has received continuing and
overwhelming support from successive governments in Pakistan without
any questions being asked. Under the most adverse circumstances and
severe resource cons£rainrs, the armed forces have received consistent
financial Support. They have not only steadily grown but kept pace with
modern developments, including the development of domestic capabiliry
in nudcar, missile. weapon, and aircraft technology.

Pakistan's foreign policy has also been intertwined with its defence policy.
The decision in the early 1950s to align with the US during the Cold War,
followed by the dose cooperation with the CIA in ousting of the Soviets
from Mghanistan in the 1980s, and the 'war against terror' following 9!1 1
in the post-200 1period, were guided by Pakistan'sdesire to keep its defence
forces strong and equipped with modern arms, That motivation arose from

the threat perception of a much larger bur unfriendly neighbour, i.e. India.
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Pervaiz Iqbal Cheema explains this evolution in terms of the inherited

asymmerry in compatibility between a much larger arch-rival India and a
grearer sense of insecurity on the part of the latter that led to the alliance
with the us:

Pakistan inherited much of British India's external defence problems but

with drastically lower defence capabilities. A combination of this and

other factors were to make the strategic environment extremely depressing.

First, for the British Indian government the main defence problem had

concerned control and defence of NWFP. Second, Pakistan inherited

extremely insecure borders. Pakistan emerged as an independent entity

comprising two wings separated by large tracts of Indian Territory. The

then .EasePakistan was and is surrounded by India on all sides except for a

small strip that borders Myanmar. Pakistan's inherited borders were not only

very long but not properly demarcated. Third, the birth of two extremely

hostile rather than friendly neighbours as a result of partition. Pakistan

decided to align itself with the West to cope with Indian threats. India

forged a close relationship with the Soviet Union. The subsequent arms race

and the three wars the two countries fought, along with countless border

clashes resulted from these alliances. A fourth factor was the behaviour and

policies of Afghanistan towards Pakistan. On recognition of Durand Line

as the official boundary between the two countries has been a source of

major contention.18

The loss of East Pakistan in 1971 as a consequence of Indian intervention
convinced the Pakistani leadership that the military's conventional strength

was far less than a necessary counter (600,000 armed forces personnel vs.
1.2 million in India; I. I million active paramilitary personnel in India
vs. 300,000 in Pakistan) and [his pattern was likely remain so, merely
because of the difference in the size of the two economies. India's domestic
defence industries are able to produce rockets. mortars, anti-tank guns,

anti-aircraft guns, long range and short range missiles, ships, and aircraft.
This imbalance, coupled with the lead taken by India in 1974 through a
nuclear test in Rajasthan, triggered an examination of various options by
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Pakistan's defence establishment and political leadership. Their efforts to

secure a protective nuclear umbrella from one of the existing major nuclear
powers and for the promotion of the concept of a nuclear-free zone under
the auspices of the UN failed. It was argued and agreed among the decision-

makers that the only feasible way to keep an equilibrium between the two
countries was to develop a nuclear capacity. They, therefore, embarked on
a very difficult and time-consuming path of developing their own nuclear

capability which culminated in a test on 28 May 1998 in response to
the Indian testing of II and 13 May. Tensions with India had eased in
the 1970s and 1980, following the Shimla Pact signed by Z. A. Bhutto
and Indira Gandhi in 1974, but these could not be sustained. The high

volatility ofIndo-Pak relations provided ample justification for the pursuit
of this objective. The revival of a populist movement in Kashmir against
India in 1989 once again witnessed an upsurge in the tensions in the 1990s
as India blamed Pakistani non-state actors as being responsible for inciting

violence in Kashmir.
Some critics of the Pakistan Army consider this response to be arising

either from a sense of em battlement or paranoia: 'The sense of strategic
disadvantage and em battlement has been with the Pakistani military from

the start. Relative size and geography have contributed greatly to the
sense of danger, often spilling over into paranoia, which characterizes the

Pakistani security establishment.'
Ahmed Rashid adds weight to this line of thinking:

The narratives that have seeped into the national psyche decree the army

must maintain a permanent state of enmity with India; controlling influence

in Afghanistan and the deployment ofislamic extremists or non-state actors

as a tool of foreign policy in the region; and it commands a lion's share of

the national budget alongside its control of Pakistan's nuclear weapons. U.S.

attempts to change (his course with either carrot .•or sticks arc rebuffed while

the civilian government cowers in the background. t<J

A similar view is espoused by Hussain Haqqani in his book: The focus on
building an ideological state has caused Pakistan to lag behind in almost all
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areas that define a functional modern state ... The military has sought the
US support by making itself useful fot me concerns of the moment while
continuing to strengthen the Mullah-Military alliance:

20

The current situation-in which the Pakistan Armed Forces are
overstretched in defending me borders with India and Afghanistan while
at the same time also conducting counter-terrorism operations within the

country-would dictate that its defence policy will continue to remain
intertwined with its foreign policy. Much to the dismay of those who feel
that the latter should be the exclusive domain of the foreign office, the
political realities in the current circumstances do not permit this. After
all, the Pentagon and CIA have equal weight in the foreign policy-making
process in the US as the State Department and the Treasury have.

CIVIL-MILITARY RELATIONS

There is no omer topic that is debated as hotly and fiercely in Pakistan
than mat of civil-military relations, particularly when state power resides
with elected democratic governments. The 1990s were characterized as
the rule of the Troika: the president, prime minister, and the army chief.
The post-200S period is termed, among many omer labels, with that of
co-governance. The proponent of this term, Talat Husain,'! believes that
Pakistan is even at present not fully under civilian control, and has a semi-

civilian rule. He postulates that:

From carrying out national census to securing cricker stadiums, from holding

national elections to convincing foreign governments that good things

are happening in Pakistan-so much is left to the army that it practically

co-governs this country besides running its defence and foreign policy.

He goes on to explain his thesis in terms of the:

unwillingness of civilian governments to carry out painful but much needed

institutional reforms to strengthen the civilian supremacy. The public
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argument that all governments have to do this because the army is too

powerful is primarily a ruse to hide incompetence and sheer laziness in

carrying the insriwtional reform needed to reduce dependence on the army.

As a result, the ... government is as dependent on General Bajwa as it was

on General Raheel and General Kayani. Similarly, the PPP leadership is as
keen [0 please the army leadership in good humor as the PTlleaders ace in

playing the khaki gallery. Other parties have similar scores on this board.

The popular narrative is that it is the military which has stifled the growth
of democratic institutions in Pakistan. Aqil Shah,22 for instance, believes
that the:

expansive professional development of the military [has] inculcated a belief

that they should take over the governance of the COUntry if needed. The

military's corporate identity and interests are linked to projecting itself as

Pakistan's only saviour against the evil designs of India. The military high

command's apparem patronage of LeT, JM etc certainly signal its resolve to

keeping the pot boiling in Kashmir in the future hope that the international
community will take the bait.

These variable explanations of the domination of the military in Pakistan are
unsatisfactory. While ambitions of individual generals in assuming power

cannot he discounted, the counter-view is that the fractious politics of
Pakistan, unprincipled political competition, lack of intra-party democracy,

advancement of personal and parochial interests of the leaders, partisan use
of state patronage, and the dynastic nature of political leadership have also
played an equally important part. In berween 1951 and 1958, Pakistan
witnessed six different prime ministers and cabinets. General elections
were held only in East Pakistan in 1954. The frequent changes in party
loyalties led to political instability and the framing of Constitution of the

new country was delayed for almost nine years. Ayub Khan in his book
justifles the military coup of Ocrober 1958 in the following terms: 'The

Army could not remain unaffected by the conditions around it. Nor was
it conceivable that officers and men would not react to all the political
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chicanery, intrigue, corruption, and inefficiency manifest in every sphere
of life.'''

Moeed Yusufhas a more balanced view to offer. He believes the civilian-
political enclave continues to side-track the issue by suggesting that the
military has never accorded them the space to act independently. This may
be true in the domain of security and foreign policy but to argue that the
military forced the civilian governments to produce poor economic and
social outcomes, which encouraged corruption under civilian rule and
pressured the politicians to maintain a non-transparent developmental
model is absurd. 24

In a similar vein, Babar Sattae compares the civilian and military
institutions and gives his reasons for the army's influence in the country's
affairs:

The reason an army chief wields the power and influence that he wields is
that he sits atop a well-oiled. resourceful, and functional institution which

focuseson merit, training, and human resource development, wherein self-
correction and new ideas come along with successionplanning and regular
change of guard. The perennial problem of Pakistan has been its failure to
develop functional and accountable institutions of governance and service
delivery in the civilian side.25

In another article, Babar Sattar26 poses a very basic quesrion: whether
the Pakistan Army enjoys a supra-constitutional role to keep the civilian
institutions under control. He goes on to clarify that the army is not a
countervailing institution but is a subset of the executive branch of
the state:

The idea of civiliancomrol of the military is anathema to manywho imagine
the army as a supra-constitutional body meant to keep constitudonal
insdtutions in check. Notwithstanding that the constitution is the source

of aU authority and the only authority a state instiwtion can claim to
wield is that vested in it by law, some still view the army's ability (and

wiJIingness) to use brute force within the country as a self-legitimizing
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reality ... The executive, judiciary, and the legislature are the three pillars

of state. The military is a subset of the executive. But the distance in our

constitutional journey that remains to be covered can be gauged from the

fact that we view the civilian government as the executive and the army as an

independent countervailing insdtution. 10 bridge the gap and antagonism

benvcen the civilian and military arms of the government, we must address

the process of identity formation in which the civilian is sdgmatized as

the 'other'.
The Pakistan military's development, discipline, and functionality surpass

that of civilian institutions. The military can be the stabilizer in si[Uations

where Pakistan might otherwise falter being a weak state.27

Mazhar Aziz," in the vein of Siddiqa Agha, Aqil Shah, and others, asserts

that the military coups in Pakistan were aimed at protecting and extending
the institutional interests of the military and were not a response to political

mismanagement or corruption. He believes that the military has come
to identifY itself with the state rather than see itself as just one of the key
components of a constitutional state. A powerful military has penetrated
and exercised control over political developments and arrogated to itself

the task of nation-building.
A former president of the National Defence University presents the

perspective from the military's viewpoint:

The military and civilian leadership should share similar perspectives on

fundamental matters of national interests, threat perceplion, and response

parameters. If this is not the case, affability between the twO instilUtions

can vanish instantly. In Pakistan, the concerns of the military are generally

the same 3..<; those of any informed and patriotic citi7.en. It is also difficult

to discern if the military entered the political arena hy intent or by default.

Forgoing [sic] in view, the judiciary had to legitimize the non-democratic

forces to avoid chaos in the country. The international climate at the time

and continuous division among the politicians allowed the military to

remain in power longer than needed. This proved to be damaging to the

growth of genuine democracy and its long-term dividends in the country.l<J
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DEFENCE EXPENDITURE

One of the popular explanatory hypotheses about Pakistan's lagging
economic and social performance is the garrison srate or security smte
syndrome. As a smaller country in relation to its perpetual arch-rival India,
with which it has fought fout wars since 1947, it has had to spend an
exceptionally high percentage of its budgetary resources on building up its
defence capability. Milirary alliance with the US since the 1950s was also
motivated by the consideration that the supetpowet would provide modern
equipment and weapons to its ally. Acquisition of nuclear capability was
also part of this strategy. As a consequence, resources that ought to have
been spent on human development--education, health, and other social
sectors-have been diverted to fund defence spending. Thete was a trade-
off between development spending and defence (the typical guns vs butter
problem discussed in economics textbooks) in the face of scarce resources
which was resolved in favour of defence. This is an unproductive form of
expenditure which does not contribute to economic growth and social
development. Tbat is a primary reason why Pakistan has fared poorly.
Defence spending was quite high during the period 1950-90 and touched

7.3 per cent of the GOP in 1988.
The annual growth rates of defence expenditure for the twO periods,

1950-90 and 1990-2015 are, however, quite divergent. The fastest
GOP growth in Pakistan was during the 1950-90 period, when defence
expenditure was growing at the very rapid pace of 9 per cent annually,
while the period that recorded a slowdown in defence spending, 3 per
cent annually, was the same when the GOP growth rate fell much below
its long term trajectory. The 4.3 per cent GOP growth rate for 1990-
2015 masks the contribution of the impressive 6.6 per cent annual growth
rate registered between 2003 and 2007. Excluding those four years, the
average falls below 4 per cent. Ironically, it was the military government
under President Musharraf that brought down defence spending from
3.3 per cent of GOP in FY 2002 to 2.7 per cent in FY 2008 and
increased development spending from 2.1 per cent to 5 per cent during

that period.
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He then goes on make a Jist of suggestions of things which would
cement the relations between the two institutions, including
greater use of the cabinet committee on national security [Q reduce
dissonance over internal and foteign policies. He also pleads that

'those who lead the country cannot be unscrupulous, corrupt, or
power-hungty. The atticulation of national interests should be

worked out by the parliament which also ensures civilian control of
military authorities.'

The above viewpoint needs to be further parsed. 'National interest' can
be atticulated by the elected political rulers as they have been entrusted
with this power by the people of Pakistan. However, it should be debated in
the legislatures, discussed by civil society, and arbitrated in case of conl1ict

by the judiciary. The practical difficulty with such an idealistic approach
is that the rerm itself does not remain static and changes with the passage
of time. Repeating such a laborious exercise at different intervals of rime
defies both logic and reason.

As the views on this subject are extremely varied and polarized, it
would be fair to conclude that Hasan Askari's characterization is a

more apt description of the current state of civil-military relations
in Pakistan:

Pakistan represents a civil-military hybrid where an elected civilian

government rules but it cannot command the political system to the

exclusion of the top military brass, which exercises clout over policymaking
from the side-lines.

Governance involves balancing the imperatives of paniciparory

democracy and good governance with the pressures of national security.

External security pressures and internal political and social incohcrencies,

rampant extremism and an incessant use of violence by compcting politico-

religious interests. Periodic civilian demands on the military to undertake

tasks outside of its professional domain to aid civilians leads to a leadership

crisis resulting in incoherence and inaction and personal preferenccs of
the rulers ..11l
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Table 11.1: Growth rates of Defence Spending and GDP
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1950-1990

1990-2015

1950-2015

.AaaoW .,... •• afDefi:ac:e
""p •. I lit" ••• )

9.0

3.0

5.4

AaaoWsm-da race of
GOP

5.9

4.3

4.8
Source: Economic Survey of Pakistan (various years)

During Zia ul-Haq's rule, mere was a huge increase in defence spending-9
per cent of the GDP a year-with development spending at a meagre 3
per cent. By 1987, 8 per cent of the GDP spent on defence had overtaken
development spending. Following the Sovietwirhdrawal from Mghanisran,
defence spending dropped by 26.8 per cent of public expendirure in rhe
1980s ro an average of 19.3 per cent for rhe years 2008-2015 according
ro World Development lndicarors.

There are a number of conflicring numbers floaring around wirh regard
ro defence spending. Depending upon rhe predilecrion of rhe aurhor and
the point he wishes to prove. several variants are presented with adjustments
and assumptions creating confusion in the mind of the lay reader or viewer.
The exclusion of military pensions from milirary expenditure is advanced
as an example to conceal and understate the true expenditure. When it is
pointed out that this is to conform ro public accounting standards, fingers
are raised on rhe actual morives behind it. Some observers have also alleged
that some components of defence are also hidden under different heads ro
escape public acrention. Very few know thar defence expenditure is audired
by officers of the Milirary Accounts Service, who are selecred rhrough rhe
Central Superior Services examinarions like all orher civil servants, and
form an independent cadre under rhe control of the Auditor General of
Pakistan; a constitutional position. The expenditure series presented in
Table 11.2 is based on rhe audired accounts and are reponed in rhe annual
budger documents and annually reproduced in rhe Economic Survey of
Pakistan. Any acrempr ro tamper wirh rhis series is likely ro introduce an
elemenr of subjecrive bias and should rherefore be avoided.
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Table 11.2: Defence Expenditure, Social Spending, aod Development

Defence
Healthancl o-Iopment

£duarion SpencIiDg
End %of %of %of

June %of Total %of Total %of Total

GOP e<pend- GOP espend- GOP eq>end-

itwe itwe itwe

1960 5.8 28.3 1.3 6.2 10.3 49.8

1970 5.8 22.6 1.6 6.3 14.8 58.1

1980 5.4 23.1 2.1 8.9 9.3 39.9

1990 6.9 26.5 3.3 12.7 6.5 25 ..)

2000 4.0 21.5 2.0 10.7 2.5 13.5

2010 2.5 12.5 2.3 1U 4.1 20.4

2015 2.5 ao 2.9 14.8 4.0 20.7

Source: Economic Survey of Pakistan (various years)

Comparing the defence spending with that of education and health, the

pictute is almost identical. The ratio of defence expenditure to GOP has
been consistently high during the first 40 years and that of education
and health was much below that of defence. The defence-GOP ratio has
now fallen to 2.5 per cent of the GOP, almost a third of what it was in
the 1990s. Most of the nuclear-related expenditure was incurred in rhe
1970s and 1980s. In FY 2016, the budgerary allocation for health and
education was 2.9 per cent" and the budgerary allocation for 2016-17 is
3.7 per cent, which is higher than thar of defence and internal securiry.
In rhe education and health sectors, the impedimenrs to delivery of these

services arc issues concerning governance and management rather than
budgetary allocations. Ir is true that development expenditure has declined
from the 1970s, when the public sector commanded the heights of the
economy but there are cogent reasons for this decline. As the private sector

has entered the telecommunications sector (the monopoly of PTCL was
broken), the energy sector (IPPs were allowed to set up generation plants).
and highways and motorways (through public-private partnership),

their investment previously listed under a public sector development
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programme now forms part of private investment. Organizations such as
Watet and Power Development Authority (WAPDA), National Highway
Authority (NHA), Frontier Works Otganization (FWD), and National
Logistic Cell (NLC) provide partial financing from their own resources for
development spending. This structural change is naturally reflected in a
lower ratio of development expenditure/GOP compared to the past trends.
However, it is heartening that after the 7th NFC, which enhanced the
share of the provinces in the divisible tax pool, a gradual rise is observable
in the health and education allocation and the development budget
in general.

MILITARY BUSINESSES

A popular myth that has now become quite entrenched and accepted as rhe
truth concerns the large corporate interests of the military. It is fuctually
accurate that the military has foundations and trusts that fun enterprises,
but the proceeds and profits rhey earn are utilized for the welfare of the
army pensioners, the families of soldiers who retire at an early average age

of 45 to 50, and those who have lost rheir lives in combar, rhe shaheed.
The education and healthcare of their families are financed by the income
generated by these foundations and trusts.
Fauji Foundation was ser up in 1967 ro provide welfare servicesro retired

soldiers and their families. The justificarion for setting it up was that about
three-fourths of Pakistan Army officers and soldiers retire young, after 23
years of service, at an average age of 45. By setting up businesses, rheir
ttaining and experience is utilized by the foundations and trusrs. However,
professionals in their respective areas of business are also employed by the
foundation as these companies have to compete with others in the same
sector. The net profits from the enrerprises are utilized for the welfare of
the soldiers and their families. The milirary businesses playa central role
in boosting the morale and fighting spirit of the soldiers who are assured
that they and their immediare fumilies will receive excellenr services even
after they retire from service or are killed in action. The effect has been to
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make the military-a voluntary service-very attractive indeed for many

ordinary Pakistanis and ro ensure a high qualiry of tecruitmenr.
By early 2010, over 2,000 Pakisrani soldiers and para-military personnel

had been killed. Also, the families of rhe men in acrive service ate helped by
the Welfare Trusts with assistance in the form of health care, recreational

facilities, and the like.
The Fauji Foundarion had earned dividends (rheir share of the

appropriated profits) of about Rs 13.5 billion in 2016 from its enterprises
out of which it spent Rs 11 billion for the welfare budget, Rs 1 billion on
administrative expenses, and Rs 1 billion saved for future/new investments.
Rs 0.5 billion were spent to fund corporate social responsibiliry activities

such as public health and educational institutions outside the forces. The
welfare budget provides healthcare, education, and vocational training for
the children and dependants of ex-servicemen and for parents, widows,
and families of soldiers killed or disabled in action. It is estimared that

rhe welfare services provided by the military foundations and trusts
can potentially benefit 9.6 million people, or 7 per cent of Pakistan's

rotal population.
In 2015, the Foundation ran 11 hospitals, 103 medical centres,

dispensaries and mobile dispensaries, 104 schools, 2 colleges, and 77
technical and vocational training centres. It also provided Rs 3.5 million
stipends to the children of soldiers. It also runs a private university, with a

proportion of funded places for the children of ex-servicemen.
The Army Welfare leust (AWn has rotal assets of Rs 50 billion ($590

million) and owns, among other things, 16,000 acres offarmland, rice and

sugar mills, cement plants, and an insurance company. There have been, in
the past, both poor investment choices by the AWl' and also operarional

lapst'o This however, happens in all enterprises engaged in business. Some
of the losses of AWl' enterprises were squared off by disposing of plots of
land owned by it. The management of some of the AWl' enterprises has not

been at par with that of the Fauji Foundation which is more professionally
run. It would be advisable for the G HQ to review the performance of the
AWT in relation to operational auronomy, composition of the boards,
competencies of the staff, and the market niche in which these enterprises
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are operating. It would be quite acceptable if the cement sector was faring
poorly and the AWT cement plant was making losses but if the banking
sector is faring well but the AWT equivalent company is losing money,
then hard quesrions should be asked about rhe latters performance. The
AWT was quite right in divesting many of its holdings and, morc recently,

offioading Askari Commercial Bank which has been bought over by
the Foundation.
The AWT is much smaller in size and scope of business activities in

comparison ro rhe Foundation. It owns 18 enterprises but only one is a
public listed company, i.e.Askari General Insurance. Two are unlisred public
companies (MAL Pakistan and Askari SecuritiesLtd), four are private limited
companies (Askari Aviation, Askari Guards, Askari Enterprises, and Fauji
Security Services). The remaining seven are business units and, apart from

the sugar mill, would fall in the medium enterprise category. Similarly, the
air force has set up Shaheen Foundation and the navy the Bahria Foundation
on the same lines. Shaheen Foundation has 11 enterprises, mostly in
services sector such as airport services, education, medical, commercial and
residential real estate, etc. Bahria Foundation, a charitable trust, owns 15
businesses, principally real estate development and construction) maritime
services, boat-building, specialized paints, and securiry services. Neither of
them bdong in the same league in terms of assets as the AWT.

Defence housing authorities have also sprung up in all the major cities of
Pakistan with large tracts of utban land allotted to them by the provincial
boards of revenue or the Military Lands and Cantonment Directorate.
Officers of the defence forces are allotted plots at lower than market prices
which they sell at a premium. Similar housing schemes have also been set
up by the navy and the air force.

Fauji Foundation's assets have grown from Rs 52 million ($11 million)
in 1970, to Rs 342 billion ($3.28 billion) in 2015. The foundation operates
18 enterprises, four of them fully owned (Fauji Cereals, Foundation Gas,
Overseas Employment Services, and FF Seed Multiplication Farm). 14
are associated companies, of which six are public listed companies (Fauji
Fertilizer, Fauji bin Qasim, Fauji Cement, Mari Petroleum, Askari Bank,
Fauji Foods) and another 9 are public unlisted companies (two wind energy
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projects, three power generation plants, two marine terminals, onc cement

factory, and one joint venture in Morocco). The total investment in these
nine projects amount to slightly above $1 billion.

The total market capitalization in November 2016 of all the lisred
companies owned by Fauji Foundation, Army Welfare Trust, Shaheen
Foundation, and Bahria Foundation was Rs 395.6 billion, i.e. 4.5 per cent
of the total market capiralization of the companies listed on the Pakistan
Stock Exchange (PSE). The largest company is Fauji Fertilizers (Rs 135
billion) followed by Mari Petroleum (115 billion), Fauji Cement (54
billion), Fauji bin Qasim (50 billion), Askari Bank (30 billion), Fauji Foods
(10 billion), Askari General Insurance (1.5 billion), and Shaheen Insurance
(400 million). Ir may be pointed out that there are many other shareholders
in these public listed companies and the shares held by the l'auji Group
irself would be approximarely 60 to 70 per cent of this reported toral.
These companies arc the big players and everyone points fingers at them.

Their major assets are in rhe fertilizer sector which is a highly competitive
business both domesrically and in terms of imports. All of rhem pay full
taxes on their income, sales. and imports, and do not enjoy any exemptions
or concessions of a preferenrial nature. The rauji Group's net worth in 2015
was Rs 104 billion ($1 million), and ir earned ner proflrs amounring ro
Rs 27 billion ($265 million) or 6.7 per cent of profits afrer rax of all non-
financial listed companies." The Group paid Rs 178 billion ($1.7 million)
in duties, taxes. and levies. Only the welfare activities arc tax exempt, as is
the case with all other chariries in Pakistan. The Group employed 4,')51
ex-servicemen and 7,972 civilians.-n

Table 11.3: Growth in Assets of Fauji Foundation 1970-2015

1970

Rs. 52 million

2005
Rs 10 billion

2009
Rs 125 billion

2015
Rs. 342 billion

Source: Fauji Foundation Annual Reports 2005-2015

Ayesha Siddiqa has estimared rhar the military's privare wealth could
be as high as $20 billon: 10 billion in land and 10 billion in privare
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military assets. This figure could not be verified despite efforts to gather
information from various sources and cross-check them. Housing in
the Defence societies is owned preponderantly by civilians with only
a sprinkle of rhe original allottees ftom the armed forces. There must
have been capital gains earned by the original allottees when they sold
rheir plots and homes at marker price. It is not possible to quantify
these gains. There are varying estimations of the probable capital gains
earned by the original allottees ftom the armed forces but the dynamics
of the real estate market, non-availability of accurate data, and the
timing of entry and exit make it difficult to even hazard any informed
guesses. Those of us who have bought land or pro perry in the Defence
housing societies have equally benefited from this appreciation in the
value. Whether the proportion of the civilians in capturing these gains
is higher than that of the original military officers is again anyone's wild
guess. Suffice it to say that the elites of Pakistan, which include borh
civilians and military personnel, have been the major beneficiaries of
rhis windfall gain while rhe poor have been rhe losers from this flawed

public policy.
Anorher argument advanced againsr the military businesses is thar

they are crowding out the private sector. First, as indicated earlier, their
relative marker share is too insignificant to displace the ten privarely owned
conglomerates which have a ner worth higher or comparable to that of
all the combined holdings of the milirary. However, in comparison to
PIA-which is ctowding out privare airlines-or Pakistan Steel-which
srunted rhe expansion of private steel mills-the effect of rhe military
enterprises pales into insignificance. Fertilizer, cement, banking. oil and
gas, energy. and cereals are all competitive sectors and to the extent that
these enterprises are not given any special preferences or concessions
relative to others, they may be contributing (Q capital formation in
Pakisran in the form of their rerained earnings and their creditworthiness

in the debt marker.
However, the role of twOmilitary organizations which have been actively

engaged in the construction and transportation sector, Le. the Frontier
Works Organization (FWO) and the National Logistics Cell (NLC), needs
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to be reviewed. A level playing field should be provided to privare sector
contractors in accessing finance, providing bid and performance bonds, tax

rates, regulatory oversighr, and rhe like. No special concessions or privileges
must be granted to rhe FWO and NLC.

FWO has successfully completed roads and highways in rreacherous
rerrains such as the Karakoram Highway (KKH) and dangerous areas such
as FATA, and rhey should continue to perform rhese functions. However,
their prices should be driven by market conditions and determined by
an independent board. For other civilian contracts, rhey should compere
along wirh others and sale source awards to them should be avoided or
made transparent for rhe underlying reasons. NLC was established in
1978 in response to a congestion problem ar rhe Karachi Port. Jr rhen
became a big player in rhe trucking industry and captured a significant
market share.

Today, rhe NLC-a Rs 5 billion average annual revenue-earning
enterprise-undertakes tasks ranging from the construction of mega-
structures, (Q providing pragmatic logistics solutions, management of a
chain of well-equipped dry ports and border rerminals, and collecrion
of toll revenue on narional and provincial highways. Alrhough ir works
under the Planning Commission, most of its personnel is drawn from
rhe armed forces. Jr has responded very well in times of crises, such
as earthquakes, floods, droughts, and other narural and manmade
calamities. That being said, its core corporate activities and its other
duries in rimes of emergency have to be separated. There should be
no difference between the NLC vis-a.-vis other private sector firms in
terms of preferences or concessions. At least this perception should
be addressed by making its corporate activities transparent in all its
aspects. Competition would bring about lower cost to the cnd users,
and promote the formation of private Sector corporate entities, mergers
and acquisitions to achieve scale, thus benefiring the economy. The NLC
fiUed an importanr gap in rhe logistics value chain when ir was needed
but it is time to examine the rationale for its continuance in its present
form as ir mighr be hurting the growth of rhe railways and organized
private trucking industry.
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The nature of civil-military relations is perhaps the most debated and
controversial issue in Pakistan and abroad. The military has directly ruled
for 32 years out of the 70 years of Pakistan's existence, under four different

army chiefs and indirectly through the troika that included the army
chief in the 1990s. The post-2008 period of restoration of democracy
and the succession of twO elected governments has not eased this uneasy

relationship, creating uncertainty for investors and denting business
confidence. I have to agree with what Shuja Nawaz had to say in his book

Crossed Swords back in 2008 which temains true to this day:

For (he most pan, military rulers have been the final arbiters of Pakistan's

destiny. Dominated by Punjabis and representing the landed and industrial

interests, the military regards its dominance of Pakistani politics not only as

a right but as a ciuey based on the need to safeguard me territorial integrity of

the country in the face of lingering ethnic, linguistic, and religious fissures.

As past experience shows, when politicians run to (he army chief for help,

it upsets the balance of civilian system of government and eventually brings

the army inco power. Even Ayub Khan, the army man, learnt this lesson

to his discomfiture. As did Z. A. Bhu(to and Nawaz Sharif. If this cycle of

a civilian incerregnum followed by a period of military rule is to come to

an end in Pakistan, the civilian politicians have to play their pan faithfully

and in national interest. If they do, then the army may play its part toO and

Pakistan may break out of this vicious cycle that has kept it from developing

inca a true democracy and a truly progressive nation.
34

The othet myth exploded in this chaptet is that defence expenditures
have clOwded out social sectOl spending in particulat and development
expenditure in general. It is ttue that up to 1990 defence expenditure was
inflicting a heavy cost on development expenditure and social spending but
it has now fallen to under 3 pet cent of GOP and constitutes less than 15

pet cent of public expenditure but the growth perfOlmance in this period

of declining defence spending has been dismal.
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Another popular argument advanced is that the continuing military
intervention is in order to defend, preserve, and expand their corporate
business interests. Empirical evidence shows that they are competing in the
sectors where there are several orner conglomerates operating, their market
capitalization is insignificant. and they are paying full taxes and duties just
like other companies. In addition. they are supplementing government
efforts by providing education and health facilities to millions of soldiers
and their families.
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The Religious Edifice

The crirical role played by religion in Pakistani society raises a

fundamental question of whether religion will facilitate Pakistan's
onward journey towards economic and social development or

retard it. Islam as a religion teaches us to lead a pious personal life, work
hard, care for and reach out to the poor, and share a part of Our wealth

and income with the pOOf. As such, i£ can playa positive role. However, if
religion is interpreted in a narrow, ritualistic sense that promotes isolation

and withdrawal from the rest of the world, an inward-looking and insular
mind-set, intolerance of others' points of view, and dogmatic beliefs. then
the chances are that the country will lag behind the rest of the world and
not benefit from the buoyant world economy.

Misbah Islam alludes to this tendency for the dedine of Muslim states
and socictks:

We hdicved in (he notions of Kismet, predestinarion and ritual prayers so

mut:h, that it has afft:ctcd all incentive and endeavours to improve. We have

involved ourselves in illtcrcessory conflicts and schisms that have sapped our

energies, rendering LIS vulnerable against the relentless onslaught of enemies

striking at the very heart of Muslim states. Our elite and professionals have

nOl all been rota1Jy incompetent or ubiquitous. It is all the f;1lllt of the

Mullah, and nobody else, and the one-liners never end. I

He defines civilization as an all-encompa.lising term that characterizes the
cumulative intellectual, cultural, and social achievements evolved over a
considerable span of rime.

Some scholars outside Pakistan assume rhar the a."icenJancyof religion

322
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over the past three decades is an obstructive force in the way of Pakistan's
efforts to modernize and its natural corollary is the decay in its institutions

which are modelled in the Western tradition and shaped by the colonial
heritage. This disconnect between the way of life, according to Islamic
edicts propagated by the religious derics that the majority of the population
wishes to pursue, and the small minority prescribing retention and
rejuvenation of Western-rooted institutions of the state) is pulling Pakistan

in two opposing directions. Aasim Sajjad Akhtar postulates that:

The religious establishmem is probably the single biggest force sustaining

the status quo in as much as it actively prevems debate on major social ills

by issuing what are effectively unchallengeable religious edicts. The clerics
enjoy a monopoly in interpretation of religion and anyone who ventures

from what is considered proper religious conduct is subjece to sanction of the

religious establishment. Yet the religious right is part of a bigger problem.2

However, as the Chapter on 'The Polity' shows, the religious political
parties have never won over 11 per cent of the popular vote in any general

election in Pakistan. There is undoubtedly growing religiosity and Pakistani
society is becoming increasingly conservative but it is not obvious that
the religious establishment has all that much influence on the majority
of the population. To the extent that the existing institutions in Pakistan
are able to deliver basic public services efficiently and effectively, ensUte

fair play, ensUte the rule oflaw, equity, and speedy and inexpensive justice
and welfare to the less-privileged segments of the society, there would
hardly be any deviation from the Islamic precepts, and indeed a congruence
would be found between the two. Religion therefore, is not an obsttuctive
force bUt indeed reinforces the goals of the institUtional reforms being
proposed. There arc others who attribute religion to be the very basis on
which Pakistan was created. Farzana Sheikh' is one of such scholar who has
postulated: 'It is the country's problematic making sense of Pakistan and
contested leadership with Islam that has most decisively frustrated its quest
for coherent national identity and fot stability as a national state capable

of absorbing the challenges of its rich and diverse society.'
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Babar Ayaz' also believes that Pakistan was born with a genetic defect
and the numerous problems faced by Pakistan today have arisen because
the country's foundation was based on religion. He rhinks Islamization of

Pakistan's laws is in conflict with the twenty-first century value systems.
A grcat deal of literature has also emerged that seeks to link the religion

of Islam with militancy, terrorism, and obscurantism. The recent ban by
the Trump Administration in the US on the admission of Muslims from

seven states in the Middle East and the restriction on Syrian refugees there
and the strong anti-refugee sentiment in Europe are the public policy and
social manifestations of this widely shared sentiment.

In this connection, Pakistan, bcing formally called an Islamic Republic,

with terrorists present in its areas bordering Afghanistan, and several
terrorist atracks in the UK and US launched by persons of Pakistani origin,
has attracted a great deal of attcntion. This narrative has to be placed in
the historical context. Although called an Islamic Republic, the contest

between two ideas-democratic norms versus puritanical Islam-remains
an unsettled issue in Pakistan even after 70 years of irs existence. The

proponents of each contesting idea draw upon their own interpretation
of Pakistan pronounced by the founder, M. A. Jinnah, in support of their
viewpoint. Those who advocate Islam as the 'ideology of Pakistan' refer to
the slogan of 'Pakistan ka matlab kia: La Illaha Jl Lilha' (pakistan means
affirmation of one God). They argue that Pakistan was intended to be a
thcocratic state enforcing Shariah laws but are unable to clearly define
which particular model would be applicable, given several interpretations
of thc Islamic order. The sharp divisions between Shias and Sunnis, and
within Sunnis, Deobandis, Barelvis and Ahl-e-Hadees, and more recently
the rising influence of extremist groups such as A1-Qaeda, Taliban, and
ISIS who want to establish Islamic states practising their own beliefs, have
in practice further complicated the application of the model of a cohesive
Islamic ideological state. This lack of unanimity existed even prior to the
partition ofindia and, as Ayesha Jalal puts it:

Muslims shared a common religious idelHiry but were hardly united in

their politics, which were more defined by class, regional, and ideological
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affiliation. An absence of unanimity in Muslim politics, not the

commonalities of religion, allowed the Indian National Congress to cut the

All India Muslim League down to size.5

She therefore deduces' that in absence of this lack of consensus over
Pakistan's ideological and territorial contoutS, the ambiguity in the

dedicated struggle for Pakistan was vital to its establishment. This ambiguity
paid off when the Muslim League swept the 1945--46 general elections,
demonstrating that it was the sole representative of the Muslims of India

and Jinnah their sole spokesman.
The conttaty view to the Islamic ideological state proposition is

that Pakistan was not an Islamic movement but a movement by the

Muslims of India to seek greater social and economic opportunity for
themselves. Jinnah was a protagonist of a nadonal democratic order
of liberal and modern tenets and Muslim identity. According to the

proponents of this view, Pakistan was achieved to protect and safeguard
the economic and political interests of the Muslim minority population
from the vast Hindu majority, which necessitated a separate homeland
for that purpose. This idea of Pakistan as a 'political unit where Muslims

govern themselves and thrive as a cultural and economic community'
was articulated in the Two Nation Theory. They are willing to buy in
the Islamic ideology concept so long as it helps to promote efficiency,
fairness, and justice in society. There is no doubt in anyone's mind
that Islam could be a source of ethical and spirirual guidance for the
achievement of the goal. The grievance of this group is that those

espousing the cause of puritanical Islam have been focusing too much
on the ritualistic and formalistic aspects rather than the substantive and

ethical aspects of this great religion.
Ziad Haider' dwells on the schism between the Aligarh tradition, which

selectively balanced Western notions of modernity and learning with a
retention of an Islamic identity, and the Deoband tradition, which teflected
Western mores as a deviation from religious orthodoxy 'as the main reason

for the contested ideas underpinning Pakistan's birth'.
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Akbar Zaidi is of rhe view thar:

Culcurally and socially Pakistan is a Muslim state. It is not an Islamic state
. _. While Islam is probably the most significant marker in the lives of almost

all Pakistanis, their politics and social relations are not strictly determined

by thi.s marker, although perhaps cultural praC(ices are ... Islamic beliefs do

also very comfortably sit with modern, even western beliefs and practices.

They arc accommodated \vhhout much tension and contradiction,H

For the past th fee decades, the role of religion in state governance has
assumed an imporranr bur highly divisive role in popular discourse as well
as in public policy.

The campaign for rhe Shariah is nor so much abour rhe conrenr of rhe
law as about popular access to the law, the speedy execution of rhe law,
and who gets to enforce it. Different Islamic groups cannot agree on which
form of the Shariah is in facr valid. There are a mulri-facered collecrion
of different forms of Sunni Islam and there is no monolithic version of it.

Those who believe in the ideology of Pakistan, that there was no separation
of state and religion in Islam, were fortified by the chain of constitutional
developments rhar began soon after the founder's death.

The Objectives Resolurion thar was adopted in March 1949 by
the Constituent Assembly proved to be an important milestone in the
suhsequent discourse on the nature of the Pakistani statc. The Resolution
was criticized at that time by reprcsentatives of the minorities who, along
with a few others, voted against its adoption. The Resolution was made a
parr of rhe Constitution by Zia ul-Haq through a presidential order. The
Supreme Court has now recogni7.ed it as a parr of the basic structure of the
constitution and Islam is 'one of its salient or defining features on the basis
of Article 2A thar cannot be repealed, abrogared, or subsrantially altered'."
Those who believe that this Resolution has created more problems show

that the srare has 'since employed ideological puritanism rriggered by rhe
Resolurion ro currail space for dissent'. Although rhe Objectives Resolution
states that equality, tolerance, and social justice-as enunciated by Islam-



THE RELIGIOUS EDIFICE 327

would be its cornerstone, in ptactice this has not happened, and paniculatly
so since the 1980s.

The adoption of the Objectives Resolution, according to those who
opposed it, went against ]innah's pronouncements in his first address that
Pakistan was a modern Muslim-majority state but 'where the state would
temain teligiously neutral and where citizens would transcend their personal
faiths to become Pakistanis'.

Scathing criticism of this ceaseless debate over the national identity and
ideology of Pakistan comes from a former US Ambassador to Pakistan,
William Milam, who says:

Nations have usually been able to establish a coherent national identity or

ideology, which is the foundation for an organic national narrative,

Pakistan is a weak state with an invented nationalist ideology that is still

up for grabs. Its nadonal narradve has been to a large extent hijacked, first
by the military which constructed a self-serving defensive national narrative

and later by fundamentalists who have morphed into a defensive and

exclusionist one. Pakistan as a country has not yet and may never come to

terms with modernity, a country whose elite has no interest in education for

the under classes, a country whose contoned. out of date national identity

and distorted narional narrative are both cause and effecr of its weakness as

a stare and sow the seeds for possible failure. 10

With the state's backing that began in the Zia period, the Islamic discourse
in Pakisran has privileged the Sunni-Deobandi-Wahabi sect. Other sects
and minorities have been marginalized, thereby sharpening denominational
differences and fostering sectatian strife. Zia ul-Haq allowed the maulvis
a space totally incommensurate with its political support base. The state
changed laws, tampered with textbooks, and utilized the media to this end.
The jihad moved Pakistan away from a diffused religious identity to a well-
defined and concrete manifestation of self-destiny. The state's enterprise
ofIslamizing Pakistan sought to change the very nature and identity of an
average Pakistani.
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Those who were opposed ro Zia's policies felr thar 'a premium was placed
on displays of piery wirhout sremming the growing rot in social moraliry'.

Zaigham Khan believes that:

Zia ul-Haq opened the floodgates to Middle Eastern ideological and political
influence in Pakistan. Zia's regime adopted a laissez faire anirucie towards the

Arab and Iranian sectarian public diplomacy in Pakistan and allowed both

sides [0 cultivate influence among political parties and sectarian groups. It

did not take long for the laboratory of Islam (0 rum into an assembly line

of Frankenstein's monsters.11

Zahid Hussain adds:

The enforcement of so called Islamic laws reinforced obscurantism in society,

discouraging any enlightened discourse. The Afghan resistance war against

Soviet Occupacion gave rise to a new 'jihadi' culture that threatened to tcar

apart the nation's social fabric. Escalation in sectarian and religion based

violence made it much more difficult for the left to mobilize mass support.

Universities and other educational institutions were purged of progressive

dements. Student and labour unions were clamped down upon and freedom

of expression was curtailed in the name of the so called national interest.l~

There is a school of rhought which believes that broader development
and social interventions such as equality of oppormniry, equal access to
basic public services, and expeditious, inexpensive, and fair justice can
provide a sustainable basis for the eradication of the root causes that give
rise to frustrations, and repulsions leading finally to acts of violence,
militancy, extremism, and terrorism. Military force alone in absence of

such interventions would prove short-lived.
Abid Burki and his colleagues emphasize thar:

Social marginaliz.1.tion and subservience, a.<;well as violence and vulnerability,

then, have co be looked at through the prism of the interlocking inequalities

of market opportunities ... This point is underlined if it is considered that,
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according to the 1998 census, non-Muslims are half as likely [Q be able to

read as Muslims and that in Punjab the non-agricultural classes are often the

poorest and most exploited. In addition, as already noted, gender inequalities
remain very significant. 13

Abdul Basit attributes the emergence of educared urban jihadisrs to their
idenrity crisis and alienation from rhe srare, and expands on this thesis:

The path to violent extremism for these jihadists has been triggered by an

identity crisis, the quest for a sense of belonging. a struggle for recognition

and resentment towards their respective States due to unemployment,

corruption, and bad governance. They suffer from double alienation

from unresponsive states which have failed them as citizens and societies

where a lack of consensus on what constitutes a 'good Muslim' pushes

them towards extremist discourses to seek answers. This set of grievances

fall within the broader parameter of contemporary political Islam and the
SaJafist narrative. 14

Tradirionally, rhe jihadist and sectarian organizations in South Asia
have been grass-roors movements linked to madrttssahs and mosque
networks whose target audience remained the poor and lower-income
segments of society. Meanwhile, the educated middle and upper-middle
class secrions in rhe urban areas have been targered by evangelical and
missionary organizations whose teachings and lectures revolve around
contemporary discourses on polirical Islam. Prior to their engagement wirh
violent extremism, these educated militants from the urban areas had some
exposure to the 50-called non-violent extremist narratives.

There are rhree reasons which account for rhe emergence of educared
and urban milirants in Sourh Asia. First, deeper Inrerner penetration and
rhe spread of social media have decreased the distance between local and
global developments, accelerared the flow of communication, democratized
violence, and eroded a srares monopoly on informarion. The unregulared
cyberspace in South Asia, with 480 million users, is the second largest in
the world. The Islamic Srate (IS) has exploired it ro further irs ideological
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narrative. This has had a huge impact on the patterns of violem extremism

and terrorism.
The IS's ability to universalize local grievances in its meta-narrative of

global jihad and offer a putative solution in the revival of the so-called
caliphate has resonated with the educated audience of urban areas. Other
than addressing individual grievances, such rhetoric also provided them

with a stronger sense of belonging and empowerment.
Second, the low threshold of radicalization and violence because of

the IS's violent and well-publicized tactics has also played a critical role
in mobilizing South Asia's educated and urban youth. They may have
harboured radical thoughts but did not find Al-Qaeda and its associates'

jihadist platforms attractive. The IS's radical message provided them with
an alternative jihadist platform, coupled with the excitement of creating
a global 'Sunni Caliphate' and the spiritual experience of fighting for the

glory of Islam as its hero-warriors and saviours.
Third, with the changing times and circumstances, social, political, and

religious movements undergo a generational shift, creating a rift between
the old and the new generations. This rift can result in dissension, leading

to the creation of splinter factions of young and rebellious members. The
younger generation views the older generation as status quo-oriented, rigid.
and resistant to change. Meanwhile, the younger generation tends to be

impatient, hungry for quick fixes, and driven by grander ambirions.
Characteristically, this generation of South Asian urban militants is

technology and media savvy. overambitious. and. in comparison to the
traditional South Asian jihadists, berter aware of the political and religious
history from which it cherry-picks. Generally, this generation has Salafi-

T,kI1ri leanings.
Most of the militants of this generarion are between 18 and 30 years

old and have undergone a relatively shorter period of radicalization. While
the motivational factors may vary from individual to individual and area
to area, they all seem to be obsessed with ideas of the so-called caliphate,
hijrah. and the end-of-time narratives. It is extreme in its methods,
unapologetically brutal, and morally consequentialisr. For rhem, the ends

justify the means.
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In the rapidly changing global and regional environment-especially the
reshaping of the Sunni-Shia conflict in the Middle East due to civil wars in
Yemen, Iraq, and Syria-the disaffected and disenfranchised Muslim youth

in South Asia are facing an ideological dilemma. This unique challenge, in
addition to operational and traditional law-enforcement responses, requires
counter-narrative and counter-ideological responses.

A senior Pakistani journalist very cogenrly argues that the weakening
oflocal government at the grass-root level and, therefore, lack of access to
basic services by ordinary citizens has contributed to the spread of terrorism
in Pakistan. He believes that:

Good governance immediately following one single focused all-encompassing

military mission, can do the job. But that is what we have been lacking-
good governance. And that is the reason why even after so many military

campaigns we are still living under constant threat of terrorism.

The basic physical ingredient of good governance is the irreducible
minimum governing unit at the grassroots known as local government.

Powers devolved from the federal government through the 18th Amendment,

even after the passage of over half a decade since have either been denied by

the bureaucratic red tape or whatever little that has been devolved has been

monopolized by provincial governments.

The lack of a local governance system for decades has given rise to

exploitative forces that have virtually taken over power at the grass-roots.

Weak governance and its effects on the quality of services to the people have

been denting public trust in the ability of the state and its institmions to

deliver, and this in turn has been conceding moral space to those that use

religion to package their militant views.

If the people of a state are living a good life with all the fundamental
rights and the basic necessitates secured, they would themselves ensure that

their lives are not disrupted by violent ideologies. A state when healthy at the

grassroots would also be vigorous in its defence of the basis of its politico-

economic establishment.

Terrorism has however been on the boil in Pakistan for the past 36

years because the country has for years been suffering from an acute crisis
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of governance. People at large have for decades been denied affordable
education, health cover, transport, and housing. This has led to citizcns

losing faith in the state and losing too any sense of belonging to the country.
Such people readily embrace ideologies that promise a better life, no mancr
how militant these appear to be.

The governance crisis has resulted in declining public health, illiteracy,

and conditions conducive to poverty, providing fertile ground for militants
to sow their disruptive seeds of terror. Another important way [of] judging
the crisis of governance in Pakistan is (he weak state institutions and

mismanaged state-controlled enterprises. The law-enforcement agencies,

administrative institutions, and judiciary all have been politicized and serve
the executive branch like servile minions. Also, there has always been a rift
at some level between the civil and military leadership in Pakistan. This
accounts for a major facror behind the crisis of good governance in Pakistan
which comes in shape of clash between the state institutions thus adversely
affecting their performance.'~

Religious parties have taken advantage of this neglect and indifference
of the state institutions and moved in to occupy the vacuum. They are

always found to be highly proactive in all natural disasters and emergencies,
providing much-needed relief to the people. Amir Rana narrates how this
has helped them to win the sympathy of the public:

Religious politics surviveson conrinuous social activism, which keepsworkers
of religious political parties active and their support bases intact. Issues
linked to religion or regional and international politics appear worthwhile
to religious political parties ... The religious forces can only create limited
turmoil, mainly because of internal compulsions and differences ... Bardvis
do not have organized structures and networks. The pirs and influential
scholars constitute local power cemres and seek strength from the followers
of their respective shrines. II,

Tom Friedman is of the view that Saudi Arabia helped 'transform the
face of Sunni Islam from an open and modernizing faith to a putitanical,
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anti-women, anti-shiite, anti-pluralistic one'.17 This puritanical Salaflst
transformarion ofIslam murared inco the ideology that inspired the 9/11
hijackers, 15 of 19 of whom were Saudis.

M. Amir Rana, a security experr, is of the opinion thar:

Some militant groups reoriemed existing nationalism and further narrowed
it to religio-nationalism and generated hyper religio-nationalism. This
happened so slowly that the risks were nO( assesseduntil the damage was

done. Religious nadonalism is similar co 'purification'-it moves cowards
religious extremes (0 attain enriching 'self-righteousness'.

It is an exclusionary process that does not shape or follow the course of
traditional nationalism. Instead, as it becomes more exclusionary,elements
of religious sectarianism and soda-political hate narratives become part of
its defining characteristics.Many religious nationalists become more faith-
centric and 'nationalism' becomes meaningless for them. AIQaeda and the
militant Islamic State group would be examples of such extreme entities.

As far as the probability of mainstreaming or re-integrating non-state
actors is concerned, the characteristics of non-state actors in Pakistan first
need to be identified. There are five types of militant groups existing in the
country: foreign, tribal, sectarian, new urban militants, and conventional
militant groups. All these have many commonalities, bur it is the
conventional militant groups that are considered the proxies once used in
Afghanistan and India-held Kashmir. 18

Malik M. Ashraf echoes rhe oft-heard views in Pakistan that external aerors
are involved in creating these problems. He believes that:

The external aspect pertains to support by the Mghan agencies and

government to the TTP operatives based on Mghan soil for carrying Out
terrorist acts within Pakistan in connivance with RAW Some countries
are also reportedly promoting sectarian violence in the country. The

involvement of Mghanisran, India, and other countries in acts of terrorism
and sectarian violence is the trickiest aspect of the problem. It is also felt

that the presence of 3.2 million Afghan refugees in Pakistan over the
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last thirty plus years is the real cause of Mghanistan related terrorism

in Pakistan.l,)

After his interview with Rashid Ghazi of La! Masjid, Anatol Lieven sums

up his impressions as follows:

They [Islamic Militants] may be able to exploit US and Indian actions
to mobilize much larger numbers of Pakistani behind their Islamic and

Pakistani nationalist agendas, which have some degree of sympathy from

the great majority of their fellow countrymen.
Ghazi's views illustrate the very great differences between different strands

of Islamism in Pakistan, except on their mutual hostiHry to the US, India,

and Israel. 20

ISLAM AND THE ECONOMY

Unfortunately, most of the assumptions and premises on which the
hypotheses about the Islamic economic system have been constructed
are seriously flawed. Pakistan is and will remain a responsible member
of the international community and is committed to utilizing the vast
opportunities provided by globalization and financial integration of world
markets for the benefit of its population. There is no suggestion whatsoever
by any significant group of people or political parties in favour of isolation
or withdrawal from the international economic system. Secondly, the
preconditions for a robust and well-functioning Islamic economic system
are missing in Pakistan. Islamic moral values which emphasize integrity,
honesty, truthfulness, full disclosure, and ttanspatency ate not yet widely
practised by Pakistani businesses. Once these preconditions are established,
the adoption of a real Islamic economic system will lead to a superior

welfare outcome for a majority of the Pakistani population.
How can the Islamization of the economy affect this future direction

of Pakistan's economy and improve the welfare of its people vis-a-vis the

present system? The extensions that the true practice and application of an
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Islamic economic model can bring abour will, in fact, help in overcoming
the weaknesses inherent in the capitalist model of economy. Before coming
to that, let us recapitulate the basic principles upon which rhe Islamic

economic system is built.
Unlike positive economics, the entire edifice of Islamic economics is

built upon a ser of objecrives or maqasid. In orher words, Islamic economics
is normative in narure, with the objective of the Shariah being ro promote

the wellbeing of all, concerns safeguarding their faith, their human self,
their intellect, posrerity, and wealth.
At rhe micro level, rhe precepts of profit maximizarion and urility

maximization are retained intact but are supplemented by a set of
interlinked objective functions. An Islamic system attempts to promote
a balance berween marker, family, society, and the stare. Ir does so by
promoting both the material and rhe spiritual urges of rhe human self in

order to foster peace of mind and enhance family and social solidarity.
Some Western thinkets and anti-globalizarion acrivists decty the Western
economic model as being suppressive of collective human rights and
community and social well-being, disruptive of family values, and roo
focused on selfish individual interests. Behavioural economists have

also begun challenging the assumprion of rationality in the choices and
preferences an individual makes in day-ro-day life. Thus, the merir of the
Islamic economic model lies in its extension of the Western model in some
fundamental and beneficial ways. It introduces into the objective function
an addirional argument which keeps self-interest within the bounds of
social interest by limiting individual preferences to conform with social
priorities, and eliminating or minimizing the use of resources for purposes
that frustrate the realization of a social vision. This may help promote
harmony between self-interest and social interest.

This approach complements the market mechanism by subjecting
the allocation and distribution of resources to a double layer of filters. It
attacks the problem by firsr changing the behaviour and preference scale

in keeping with the demands of the normative goals. Claims on resources
are then exposed to the second filter of market prices. In this process,

the influence that initial resource endowments are able to exercise in the
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allocation and distribution of resources may be substantially reduced. Faith

seeks to accomplish this by giving self-interest a longer-term perspective, i.e.
stretching it beyond the span of the world to the Hereafter. This interesr in
the Hereafter can only be served when an individual serves his/her social
obligations. This may induce individuals to voluntarily restrict rheir claims

on resources within rhe limits of the general well-being of society and rhus
create harmony between self-interest and social interest even when the two
are in conflict.

The promotion of simple living and the reduction of wasteful and

conspicuous consumption may help reduce excessive claims on resources
and rhereby release a grearer volume of rhese for rhe need-fulfilment of
others who are not so well off. It may also help promote higher savings and

investment and thereby raise employment and growth.
Ar rhe macro level, rhe Islamic economic model in irs ideal form rends

to combine the positive aspects of the capitalist economy and the socialist
economy while minimizing their negative consequences. A capiralist

economy based on private property and market mechanisms allocates
resources efficiently but as it takes the initial resource endowment as given.
equity considerations do nor figure in this system. The socialist system is
acurely concerned wirh equity and rhe welfare of irs population and ensures
benefits (0 its citizens from the cradle to the grave. It however relies on

state ownership and bureaucracy. it is wanting in allocating resources. thus
creating inefficiency, waste. and value subtraction. The Islamic system
overcomes the deficiencies of both the systems because it is firmly based

on privare property and the market mechanism bur also has explicitly builr
in equity and distribution rhrough the compulsory deduction of zakat,
i.e., transfer payments from the asset holders to the deprived segments
of rhe popularion. The Western economic model is criticized today as
being unable to address the issues of unemployment, poverty. and income
inequaliries in developing countries. The Islamic economic model explicitly
addresses the distribution issues after the market has allocated the gains.

It does so rhrough a compulsoty deduction of 2.5 per cent of rangible
wealth and net asset holdings from rhe income generated by market
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mechanisms for transfer among the vulnerable, sick, handicapped, and

indigenr segmenrs of society.
Although the deduction is compulsory, the rransfers are made volunrarily

by the well-ro-do ro their poor relarives, neighbours, and others whom
they know have legirimare needs. Thus rhe leakages, waste, and corruprion

that are inherent in a state-administered system of welfare payments are
conspicuous by rheir absence under such a system. Only really deserving
persons and families or mustahaqeen receive these payments. In Pakisran, it
is estimated that private transfers made voluntarily to the poor account for
two per cenr of GOP annually. These welfare paymenrs are a patenr force
in reducing poverty, helping the vulnerable ro earn rheir own livelihoods,

and lowering income disparities.
At rhe sectoral level, the inrroduction of Islamic banking should resulr

in a deepening of the financial secror and promorion of financial inclusion,

so acutely needed in a world where inequalities are creating a serious
polarization between rhe rop one per cenr of the popularion and the resr.
There are believers in the Islamic fairh who do nor use the conventional

banking sysrem because of their strongly held views againsr riba (usury).
They will willingly deposit their savings in Islamic banks and borrow from
these banks for expansion of their businesses or new investment. Thus a
signillcanr segmenr of the popularion that is currenrly outside the organized

financial sector will be brought into its fold.
The primary principle of Islamic banking is rhe prohibirion of riba,

which is believed to be a means of exploiting the common man. Trade
is rhe preferred mode of business in Islam. The goal of banking is the
general economic improvement of the public ar large rarher rhan rhar of a

few groups.
Below are some of the distinguishing features of Islamic banking:

• As pan of a faith-based system, it is obligatory on Islamic banks not to

pursue activities mat are detrimental to the society and its moral values. Thus

Islamic banks are not permitted to invest in casinos, nightclubs, breweries,

and the like. It is relevant to note that casinos are among the prime vehicles

for money-laundering, and dealing with them could expose the conventional
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banks to such risk. Islamic banks have to deploy (heir deposits for financing

small and medium emcrprises, small farmers, and low-cost housing, all area.~

that have been traditionally neglected by convemional banks .

• The second distinguishing feature ofIslarnic banking is chat, in addicion

to the rules and regulations applicable to the conventional banh, Islamic

bank.<;have to go through another test, Le. fulfil exhaustive requircmems to

be Shariah-compliant. This requires that the dients of Islamic banks must

have businesses that are socially beneficial, crearing real wealth, and adding

value to the economy rather than making paper transactions. Therefore,

a stringent' Know Your Customer' (KYC) policy is inheremly an inbuilt

requirem(::nt for an Islamic bank, as it has to know the customer and his/

her business before engaging in a socially-responsible, Shariah-compliam

transacrion. KYC is the first line of defence against money-laundering in

any banking system .

• Third, by their very nature, Islamic modes of financing and deposit-taking

discourage questionable/undisclosed means of wealth that form the basis of

monLJ'-laundering operations. The disclosure standards arc stringent because

Islamic banks require their customers to divulge the origins of their funds

in order to ensure that they are not derived from un~Islarnic means, e.g.

drug trading, gambling, extortion, subversive activitks, or other criminal

activities. On the financing side, Islamic banks must ensure that funds are

directed towards identifiable and acceptable productive activities. Most

Islamic financing modes are asset-backed, i.e. are used to finance specific

physical assets such as machinery, invemory, and equipment .

• Fourth, the role of the bank is not limited to being a passive financier

concerned only with timely interest paymems and loan recovery. The bank

is a partner in trade and has to concern itself with the nature of the business

and its clients' profitability. In the event of a loss in business, the Islamic

financier has to share that loss. To avoid such loss and reputational risk,

Islamic banks have to be extra-vigilant about their clientele.
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To sum up, it can be said that banks that judiciously follow Islamic
banking principles are less likely to engage in illegal activities such as
money-laundering and financing terrorism than conventional banks.
However, the existence of rogue elements cannot be ruled out in any form
of organization. It is me responsibility of the state and regulators to ensure
that notwithstanding these built-in safeguards, there is adequate legislation,
sufficient regulations, and enforcement mechanisms in place to take action

against potential offenders.
Pakistan has taken a policy decision that it will allow both the

conventional and Islamic banking systems to operate in parallel.The choice
will be left to consumers to decide whether mey wish to migrate from
the conventional banking system to Islamic banking or nor. The State
Bank of Pakistan has a transparent system of licensing, regulating, and
supervising Islamic banks in Pakistan. There are three ways in which this
type of banking can be set up: (a) a stand-alone exclusive Islamic bank; (b)
existing conventional banks establishing a subsidiary; or (c) earmarking
some of their branches for Islamic banking. A Shariah board comptising
scholars, economists, accountants, and bankers will determine whether or
not the products and services offered by these institutions are compliant

with Shariah.
To sum up, Islamization, if adopted and practiced in its true form ar

any time in the future, will strengthen the economy, particularly income
distribution and poverty alleviation, which have proved elusive under me
present economic model. This will, indeed, have a dampening effect on
the sources of instability, violence, and propensity towards terrorism arising

from a sense of deprivation.

MADRASSAHS

One of the popular perceptions outside Pakisran that has attracted much
attention is that the Islamic seminaries, i.e. the madrassahs, have spread
like wildfire and have become recruiting centres for the extremist clements

and groups. Studies conducted by independent scholars show rhat me toral
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enrolment in these madrassahs under the most optimistic scenario does not
exceed five per cent of all school enrolment. These are largely concentrated
in KP and Balochistan in areas bordering Mghanistan and cater to the needs

of poor families who cannot afford to send their children to regular schools.
Madrassahs provide free lodging, boarding, and clothing and thus take a

substantial burden off the shoulders of these families. Although several of
them have trained 1,liiban and members of other extremist groups, this

sweeping generalization doe, not apply actoss the board. It is true that these
seminaries have imparted an obscurantist understanding of Islam with no
marketable skill, or modern knowledge but taking action against them is
quite difficult. Irfan Husain underlines this:

To be fair, taking on the religious right is nor easy in a coumry that has seen

a post-Zia generation grow up in an environment of increasing imolerance

and religiosity. Many have been radicalized. Upwards of 25,000 madrassas
churn out graduates who are unequipped to get jobs in roday's complex

world. And a poorly informed and hysterical electronic media, in a hum for

audience share and advertising, constantly misguides millions.

That is why several atrempts at reform of madrassahs, initiated by
President Musharraf and subsequent governments, have got little traction.
Amir Rana is of the view that three challenges face the government
in relation to madrassahs. The first is the registration process and
identifYing those seminarians which pose security threat. The second
is one of regulating rhe educational standards of the madrassahs. The
third is curriculum reform for providing students with the necessary
skills to find gainful employment. Vigilance must be exercised to ensure
that rhe madrassahs aren't offering any out-of-syllabus COurses that
preach against a particular religion, sect, or community. Some of the
religious schools are merging religious and modern formal education.21
If the government can reform the madrassas along these lines, it could
minimize the risk of these institutions being misused by sectarian or
extremist groups.

There are other critics who believe that action is required because there
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is a relationship berween madrassas and the spread of fundamentalism and
militancy in Pakistan. Among them is Zahid Hussain who has written:

The education imparted by traditional madrassas often spawned factional,
religious, and cultural conflict. It carried barriers to modern knowledge,

stifled creativity, and bred bigotry thus laying the foundation on which
fundamentalism-militant or otherwise-was based. Divided by sectarian
identities, these institutions were, by their very nature, driven by their zeal to
outnumber and dominate rival sects. Promoting a particular sect inevitably

implied the rejection of mher sects, sowing the seeds of extremism in the
minds of the students. The literature produced by their parent religious
organizations promoted sectarian hatred and was aimed at probing the rival
sects as infidels and apostates. The efforts by the successive governments

to modernize the madrassa curricula and introduce secular subjects failed
because of stiff resistance from the religious organs that control the

religious schools.22

Hasan Askari Rizvi is of the view that it is not only madrassahs bur also the
regular education system that is responsible for the change in mind-set that

has taken place over the past 25 years:

The skewed mental and emotional disposition has been created not only by
madrassa education but also by the regular education system starting in the
mid-1980s under the Zia regime. [The] Zia ul-Haq government also used
state patronage to promote Islamist groups and militancy; the media was
also used to propagate Islamic orthodoxy and militancy. The socialization of
young people along these lines continued even after the death ofZia uI-Haq.

Thus, a generation and a half has been socialized into religious orthodoxy
and militancy, and has internalized hard-line Islamist discourse on national
and international affairs to the exclusion of other perspectives. This
socialization clownplays the notion of Pakistan as a territorial nation-state,
Pakistani citizenship, and Pakistan as a political communiey. Their main
reference points are transnational Muslim identieyj western injustices against
Muslims, non-resolution of the Palestine and Kashmir issue, the west as an
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adversary of Muslims, and the role of the Islamic movement rather than

Muslim states as the liberators of Muslims from Western domination.23

William Darlymple, in his study of madrassahs, published in 2005, found:

Across Pakistan, the tenor of religious belief has been correspondingly

radicalized: the tolerant Sufi-minded Barelvi form of Islam is now deeply

ou[ of fashion in Pakistan, overtaken by the sudden rise of the more hard-line

and politicized reformist Dcobandi, Wahhabi, and Salafi strains of the faith.

The sharp acceleration in the number of these madrassahs first began

under General Zia ul- Haq at the time of the Afghan jihad in the 1980s,

and was financed mainly by the Saudis. Although some of the madrasas so

founded were li[(Ie more than single rooms attached to village mosques,

others are now very substantial inscitutions: (he Dar ul-Uloom in

Baluchistan, for example, is now annually enrolling some 1,500 boarders

and a further 1,000 day-boys. Altogether there are possibly as many as

800,000 students in Pakistan's madrassahs: an emire free Islamic education

system running parallel to the moribund state sector.

There is now almost a consensus that the indoctrination of the younger

generation began in the 1980s when the textbooks taught at and curriculum

adopted by the government schools were revised. The history books

described Pakistan's formation as 'an inexorable culmination of the arrival

of Islam on the sub-continent', skipped the British colonial period and the

shared Hindu-Muslim heritage, and contained material fanning hostility

against Hindus and India. The authors of the textbooks on Islamic studies

and Pakistan studies made compulsory for all schools and colleges were

directed 'to demonstrate that the basis of Pakistan is not to be founded in

racial, linguistic or geographical factors, but rather in the shared experience

of a [full out] common religion and to guide students towards (he ultimate

goal of Pakistan-the creation of a completely Islamicized state.' The ideas

propounded in these textbooks subsequently moulded the world-view of

the younger generation subjected to such schooling.21

The jihadi culture rhat engulfed Pakistan was the product of this
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indoctrination of the younger generation, rhe use of proxy-Islamic groups
in rhe fight against the Soviets in Afghanistan in collabotation with the
US, and the growing influence of the Sunni Wahhabism promoted by rhe
Saudi Arabia rhat nurtured sectarianism. The influx of over three million
Afghan refugees inro Pakistan brought in not only some of the militant
elements but also arms and ammunitions and drugs.

SECTARIANISM

Sectarianism grew in parallel with the Islamization process and became a
source of endemic violence, largely through acts of terrorism the practice
of violence, and violation of women's and minority rights in the name of
teligion over the past decade or so has alienated the rest of the world and
placed Pakistan in a highly negative light internationally and at grave risk.
The roots of the growing sectarian divide can be traced to the Iranian

revolution led by Ayatollah Khomeini in 1979. In its aftermarh, Saudi
Arabia rook upon itself the responsibility for limiting the influence of
Shias in the region and Pakistan became a battleground in the transplanted
war between Saudi Arabia and Iran. The Tehrik-i-Nifaz-fiqh Jafria, a Shia
religious group, and the Sunni exrremist group, Sipah-e Sahabah (SSP),
got embroiled in a violent srruggle which has continued fiercelysince rhen.
Subsequent governments have failed to come to grips with rhis problem,
although these sectarian organizations have been banned bur petiodically
re-emerge under different names and banners. The jihadi culture reinfotced
sectarianism and the conservative PML-N formed electoral alliances in rhe
1990s with the Islamic parties which were soft on the jihadis and sectarian
groups After rhe wirhdrawal of rhe Soviets from Afghanistan, some of the
jihadi groups diverted their energies, resources, and trained manpower
towards Kashmir. New configurarions such as Lashkar-e-Tayyiba (LeT)
under rhe leadership of Hafiz Saeed and Jaish-e-Mohammad GeM) led
by Maulana Masood Azhar emerged as splinter groups from the original
sectarian organizations and became quite active. India has placed the

responsibility for rhe Mumbai carnage of 2008 on Hafiz Saeed and his
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new group Jamaat-ud-Oawa QuO). The other anti-Shia organization which
has played havoc in Pakistan is Lashkar-e-Jhangvi (LeJ), formed as an
offshoot of Sipah-e-Sahabah, after the death of Maulana Haq Nawaz. The
top leaders of this group have been eliminated in several encounters hut
they periodically regroup under new leadership.
The Muttahida Majlis-i-Amal (MMA), a joint alliance of the six

mainstream political parties, came to power in the NWFP and formed
a coalition government in Balochistan after the 2002 elecrions. The
two principal components of the MMA, Jamiat Ulema-e-Islam QUI)
and Jamaar-i-lslami (1), both followers of the Oeobandi school, had
a soft corner for the jihadi, sectarian elements because there existed an
overlapping membership and common training at the madrassahs. The
MMA used their electoral success to introduce rigid Islamic rule in the
Frontier province, creating an enabling environment for the extremist

elements to flourish as the state institutions were either indifferent to or
supportive of their activities.These groups were able to publicly raise funds,
openly recruit volunteers, and arm their cadres and paramilitary wings

without any hindrance from the authorities. These extremist groups became
so sttong that they became a nuisance to public order even in Islamabad.
Red Mosque (Lal Masjid) and its associated madrassahs formed vigilante
groups to enforce codes of Islamic morality. When the army stormed the
mosque and arrested Maulana Aziz there was a hue and cry by the media.
Malala YousafZai" describes the Lal Masjid incident in her book:

In 2007, Lal Masjid students began terrorizing the streets of Islamabad. They

raided houses they claimed were being used as massage centres, kidnapped

women they said were prosrituce5 and closed down DVD shops, making

bonfires of CDs and DVDs. The mosque also set up its own courts to

dispense Islamic justice. Their militants kidnapped policemen and ransacked

government buildings. The situation was so bad that people began to worry

[that] the militants could take over the capital.

On July 3, 2007 commandos with tank... and APCs surrounded the

mosque, cut off electricity, blasted holes in the walls, and fired mortars at

the compound. There was exchange of fire between the militants and troops
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outside. The siege went on until late on July 9 when the Commander of

the Special Forces outside was killed by a sniper in one of the minarets.

The milicaryfinallystormed rhe compound. BynighcfallJuly 10 chesiege
was finally avec,around 100 people had been killed including soldiers,
[and] children.

Some observers speculate chat the coalescing of all the jihadist elements
and 40 militant leaders--commanding some 40,000 fighters in the form
of the TTP-in December 2007 took place as a reaction to chis anack
on Lal Masjid. The seccacian organizarions and jihadi groups in Pakistan
formed a nexus wich the TTP and supported each other. Lashkar-e-]hangvi
continued to commic abhorrent acts of cold-blooded murders of rhe Hazara
tribe in Quetta and the killing of Shia doetocs and professionals in Karachi
led to the out-migration from Pakistan of many Shia families.
The focmer interior minister, Chaudhry Nisar Ali, sparked a serious

controversy when he tried to draw a distinction between terrorists and
sectarian groups in Pakistan. Amir Rana responded to him by terming chis
a dangerous approach. Rana believes thac this flawed threat perception by
state functionaries was our real enemy and expounds this point by arguing:

The militant landscape in Pakistan is very much sectarian in nature;

sectarian tendencies flow like blood through the veins of religiously inspired
extremism and militancy.

All local and foreign terrorist organizations such as the TaJiban, AI Qaeda.
and the militant Islamic State (IS) group follow sectarian agendas at varying
levels.

The Afghan Taliban recognize sectarian differences and suppon sectarian

outfits both in Afghanistan and Pakistan but avoid using the concept as a

political tool because it could hurt their movement in Mghanistan.

While AI Qaeda has used sectarian groups as strategic aBies in the region,
IS has an even more aggressive sectarian agenda.

The Tehreek-e-Taliban Pakistan (TIP) remained close co rhe Punjabi
Taliban, JundulIah, and Lashkar-i-Jhangvi;all rhesegroups take pride in
their sectarian credentiaJs.
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The TIP's splinter ]amaatul Ahfar also has strong sectarian credentials.

Overall, under the influence of AI Qaeda and IS, sectarian and jihadist

groups underwent a radical transformation into global jihadist entities.

From where such groups draw their human resource is no secret. Given

this background, flawed threat perceptions on the part of the state arc likely

to adversely affect its approach [0 countering extremism and terrorism.

A flawed threat perception is our real enemy and it is based on certain

stereotypes that many state functionaries also appear to believe. These

notions do not distinguish between a religious scholar and a sectarian leader.

This weak threat perception has failed to grasp the political dynamics of

sectarian violence in Pakistan.
Many of the banned sectarian organizations wear political hats and have

been participating in electoral politics, whether under different names,

through independent candidates, or through alliances with mainstream

political parties. Through such tactics, these groups have acquired political

legitimacy. Both the TJP and SSP, now known as the Ahle Sun nat Wal

Jamaat, have promoted sectarian hatred and intoleranceY'

TALIBAN

One of the major unsettled issues that touches on the fringes of religious
extremism has been Pakistan's involvement in Afghanistan since late
1970s to date. The Taliban movement filled a vacuum left in the
governance of Afghanistan soon after the US wirhdrew from there after
the Soviet ouster and the Mujahideen leaders engaged in an internecine

struggle for power. It was an indigenous movement aimed at providing
expeditious and fair justice to the people at a time when the existing
institutions had all crumbled. The Taliban themselves did not realize
that their movement would spread like wildfire. As a small group of
their followers moved from one district to another, people joined them
of their own volirion withour any coercion ot bloodshed. They faced no
resistance except in the north where Shah Ahmed Masud, supported by
the Tajiks and Abdul Rashid Dostum, suppotted by the Uzbeks, formed



THE RELIGIOUS EDIFICE 347

the Notthern Alliance and refused to accept the hegemony of the Taliban.
There was an ethnic colour to this conflict as the Taliban were latgely
Pashtuns. Adversatiallines wete dtawn between the twOgroups with the
Taliban controlling a very large atea and population and the Northern
Alliance confined to the Panjshit Valley. Pakistan came into the picture
much latet. The 'War against Terror' launched after 9111, which Pakistan
joined on the side of the US and NATO, pushed the Taliban out of power
but created severe existential problems for Pakistan which have lingered

on for the last 15 years:

For militants, the Western presence in Afghanistan and Pakistan was a threat

to Islam. This view became the ultimate rationale for jihadist militancy

in Pakistan. Anybody allied with the enemy Of those who seemed to be
complicit in the war on the side of Western forces such as soldiers charged

with safe passage for NATO convoys, civilians, moderate clerics, and more

recently the governmem officials, were regarded as safe game.
27

As far as the battle ro oust the Soviets from Mghanistan was concerned,
there wasn't any ambivalence in the minds of ordinary Pakistanis
as a 'jihad' had been launched to expel external occupiers from a
neighbouting, brotherly Muslim countty. Confusion, however, arose
when Pakistani soldiets were asked ro take atms against theit Muslim
kith and kin across the border after 9 September 2001 in support of
foteign US and NATO trOOpswho had acted exactly as the Soviets had
done in the 1980s. This appatent conttadiction and sense of injustice
at the atrocities committed through drone killings of innocent women
and childten led ro the formation of the TTP under a single umbtella.
They used religion as the unifYing bannet ro coalesce disparate factions
fighting independently. A large number of people from the rest of
Pakistan who felt aggrieved by the US actions joined the ranks of the
TTP and strengthened the organization.

Saleem Safi28 sketches a picture of what Pakistan had ro undergo as a
consequence of its participation in the Mghan War in support of the US

and NATO:
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More than 50 thousand people, including security personnel, have lost their

lives. And Pakistan has also sustained a monetary loss of about $107 billion .

... Soon after the overthrow of the Taliban regime, Islamabad extended

unconditional support to the Karzai government and worked 7.ealollsly for

its stability and strength. For the first rime in our history. we even moved

the army into the tribal belt and tried to eliminate the Taliban.

However, Pakiscan now feels betrayed and thinks that the US and Mghan
govcrnmems have, in return, started sheltering Baloch insurgents. renewed

the Pashtunistan and Durand Line issues, and given a free hand to RAW to
use Mghan soil to destahilise Pakistan .

.. , Similarly, Pakistan is sheltering million of Mghan refugees with proper
documentation .

... But in Afghanistan. porrraying Pakistan as the enemy state has become

a litmus test of patriotism. Anti-Pakistan propaganda is in full swing and

hatred against Pakistan can be seen on the floor of parliament as well as
on media .

... In contrast, in Pakistan while there may be some anti-Kabul voices.

those voices also criticise other countries with whom Pakistan has close

ties-like the US and countries of the Arab world .

... When a minister from Balochistan used derogatory words regarding

Afghan refugees. he was immediately countered by politicians and the media
and forced to take back his words .

... In addition. Pakistani intelligence also claims that 1TP head Mullah
Fazlullah frequently visits Kabul and Hakeemullah Mehsud would use Kabul
hospitals for treatment.

A case study of a self-proclaimed 'second line of defence of every Muslim
state', Harkatul Jihad-i-Islami (HJI), may provide some insight. Once

the largest Pakistani jihadist groups acrive in Mghanistan and India-held
Kashmir, it became a parasite of A1-Qaeda and the Afghan Taliban pre-
9/1 lowing to internal rifts. Its founder, Qari Saifullah Akhtar, was killed
while fighting against the Mghan security forces. It is significant that the
once myrhical jihadist leader's dearh did not receive much coverage in
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mainstream or rhe militants' media. The first Pakistani group to launch
attacks on irs own soil was HJI. Before the La! Masjid siege in 2007, HJI
and Lashkar-i-Jhangvi factions were behind most of the terrorist attacks
carried out in Pakistan, largely between 2002 and 2006. The Pakistani state
had decided to dismantle HJI in 2003, although it took nine years to defang
rhe small group. During that time, HJI not only caused enormous damage
to Pakistan through terrorisr attacks but also provided trained militants to
orher terrorist groups. It conrributed towards the formation of the Punjabi
Taliban gtoups, which comprised HJI's splinrer terrorist cells besides others.
Militants from HJI also joined the ranks of Al-Qaeda and the TIP.
Mghanistan was ruled by rhe Taliban between 1996 and 2001 when the

US troops uprooted rheir government and helped in the formation of a new
one with Hamid Kanai as president. Although many jihadist and secrarian
organizations from Pakistan were linked with the Mghan Taliban and
provided them with recruits and material support, they operated, by and
large, independently. It was only in December 2007, after the formation of
the TIp' that they all began working togerher under a commonly accepted
leader and on a single plarform, heavily influenced by the Al-Qaeda and
Salafi ideology espoused by them. According to Zahid Hussain: 'What
brought them together was rhe military assault ordered by Musharraf on
Islamabad's Red Mosque in July 2007.' They, therefore, declared a jihad
against the Pakistan military. They also declared rheir allegiance to Mullah
Omar, the leader of the Afghan Taliban commanded by Osama bin Laden.
The eighr poinr charter of the TIP demanded enforcemenr of Shariah
law, thus drawing together the disparate jihadi elemenrs from Pakistan
which had thus far-by and large--been functioning independenr of one
another. This force mulriplier and the paradigm shift in their thinking
about the military and exrending their war to Pakistan rurned the TIP
inro an extremely ferocious and brutal grouping.
Militant activiry in Pakistan accelerated after rhe formation of the TIP.

beginning with the assassination of Benazir Bhutro after her rerum from
exile. Suicide bombings targeted at both the military and civilians became
commonplace, occurring virtually every five or six days, killing around
90 people a momh. The atrack on Marriott Hotel in Islamabad, the capiral,
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in September 2007 scared off foreigners who stopped coming to Pakistan
after that incident which resulted in the death of 60 people. Over 3,000
people, including senior army and intelligence officials, lost their lives or were

seriously wounded berween 2007 and 2009. Through fear and intimidation,
the Pakistani Taliban were able to neutralize the local population-who were
forced to help them in their militant activities-and were virtually able ro
take control of and rule in all the seven agencies of the FATA. South and
North Wazirisran, in particular, became safe havens for the terrorists from

other parts of the world: Uzbeks, Tajiks, Chechens, Arabs, and others. They
set up lED (improvised explosive device) assembling facilities, dug tunnels,
set up training camps, and the like. They also took control of Swat, a settled

district ofKP province, in 2009. This set off alarm bells throughout Pakistan
because they were less than 100 miles away from the capital, Islamabad.
Malala Yousafzai, the Nobel Prize winner, recounts this episode in her book:'"

In Swat, Mullah Fazlullah started his campaign through radio broadcasts

in which he openly preached rcvole against the State. SOOI1 his followers

attacked the Police and took over many villages. The militants would enter

villages with mega phones and the police would flee. In a short time they had
taken over fifty-nine villages and set up their own parallel administration.

Policemen were so scared of being killed that they rook out ads in the

newspapers [0 announce that they had left the force. All this happened and

nobody did a thing.
In January 2007, an ANI' leader was kidnapped by eight masked men

and his body was found dumped in his family's graveyard. It was [the] first

targeted killing in Swar. The authorities turned a blind eye.

The Taliban switched off the cable channels so that people didn't watch

TV, [and] shops selling music, CDS and DVDs were atracked. By the end
of 2008, around 400 schools had been destroyed hy the .IaJiban. They

announced that all girls' schools would close and from January 15 girls

must not go to schools.

The Army conducted a major operation involving 30,000 troops and
evicted the TTP from Swat, and assumed control of the territory. The
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militants, however, retaliated by stepping up their activities in other parts
of Pakistan. They made a daring attack on the general headquarters of the
army in Rawalpindi and held 39 officers hostage for almost 24 hours. This
attack prompted the army to deploy a massive force of 45,000 soldiers,
backed by the air force, to drive the Taliban out of their stronghold, South
Waziristan-a mission which they successfully accomplished by December
2009. Subsequent army operations in Bajaur, Mohmand, Khyber, and
Kurtarn were successful in recapturing these agencies ftom the TTP and the
army has held on to them since then. The most difficult and challenging
task was to penetrate and reclaim North Waziristan. This was due to a
variety of reasons: its difficult terrain, widespread presence of militants
and terro,ists from allover the world throughout the area, and a lack of
political will. A group of politicians was urging the government to enter

into a dialogue with ,he TTP.
Political consensus on such an opetation could be reached only afte, the

tragic 16 December 2014 attack on ,he Army Public School, Peshawar,
in which 140 young children lost ,heir lives. Soon aner, it was decided
to launch a full-scale attack on ,he militants hiding in North Waziristan.
Operation Zarb-e-Azb was launched by the army in conjunction with the
Pakistan Air Force. Over a million residents had to be displaced from their
homes to keep them out of harm's way during the operation. Afrer twO
years of serious conflict, ,he 4,000 km area of Notth Waziristan was freed
from the terrorists and militants who were either killed in (he encounters,

arrested, or slipped away across ,he Afghan border.
Following ,he operation in North Waziristan, the Rangers carried out

another against ,he Taliban and ,heir allies in Karachi where ,hey had
congregated after being evicted from South and North Waziristan. Action
was taken simultaneously against a leading political party, the MQM, which
was also alleged to be involved in acts of violence in Karachi and was able to
shut down ,he city at will.The Glnbal Terrorism Index (GTI) 2015 report has
testified to the success of ,he Zarb-e-Azb opeta,ions. Subsequently, suicide
attacks in Pakistan fell significantly, Civilian fatalities, dropped 40 per cent
in 2014, 65 per cent in 2015, and 74 per cent in 2016. A prominent critic of
the present government, Ayaz Arnie,wrote in one of his newspaper columns:
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Terrorism has not been eliminated bur its roots have been shaken. Terrorist

incidents can still occur in Karachi but terrorism and violence are not what

they were before. Extortion in the MQM's heyday had become one of

Karachi's leading enterprises. It may not have ended completely bur Karachi's

atmosphere, compared to two years ago, has vastly improved, its citizens

breathing easier. And they. and the nation at large, are finally rid of that

burden of having [Q listen perforce to the leader's menacing speeches ... this

afrer a COUrt order stopped TV channels from airing them ..iO

Counter-Terrorism Strategy

According to open-source databases, a vatiety of perpettators-including
the TTP, other Al-Qaeda-inspired groups, sectarian militants, and
nationalist insurgents in Balochistan-have succeeded in carrying out

7,311 terrotist attacks in Pakistan from January 20 II to mid-August 2016.
These attacks claimed 9,689 lives and left 18,812 others injured. Fatalities
among securiry fotce personnel, including paramilitary forces and the
police, were 2,672. The percentage of collateral damage was quite high."
Amir Rana" classifies the militants in Pakistan into four broad

categories: Kashmir-focused groups operating under the cover of
charities: tribal militants (TTP, Lashkar-i-Islam, etc.): sectarian groups;
and breakaway factions of the classical militant groups and reactionary
groups of urban youth, which emerged after 9/1 I in reaction to the US
invasion of Afghanistan and Pakistan's alliance with the internarional
counterterrorism coalition.

Well-structured groups based in urban areas behave differently from
those in the tribal areas. Some of these groups had established connections
with smugglers, criminal gangs, and mafias, and developed a symbiotic
relationship with them. The criminals provided money in exchange for
protection and safe havens furnished by the militant groups. In Karachi, the
situation was further complicated as some of the political parties engaging
in extortion from businesses or kidnapping for ransom had to enter into

loose and informal understandings with the Taliban living in 'no-go' areas,
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i.e. beyond the reach of the law-enforcement agencies. In Balochistan, the
nationalist militant groups added to this equation and the mafias involved in
drugs and atms. Smuggling of oil, vehicles,and goods from across the border
had the backing and support of unscrupulous politicians, Frontier Corps
(Fe) staff, and bureaucrats. The entire picture of the militants-<:riminals-
politicians nexus remains fuzzyand highly speculative.No concrete evidence
exists on the basis of which any meaningful analysis can be undertaken.

The federal and provincial governments and the law enforcement
agencies did not develop a coherent and coordinated strategy to respond to
the threats from each of the above groups. The reactive and undifferentiated
response did not help. The Pakistan government did form a national
counterterrorism agency during the Zardari period bur the delays in
decisions on manning, resourcing. and reporting relationship, and the

coordination of Intelligence through the newly formed Directorate of
Intelligence Services took a toll on the government's abiliry to effecrively
raclde tertorism threats and deal with the fallout from the military operations.

Soon afrer the military launched the Zarb-e-Azb operation in North
Waziristan to flush out the militants and demolish their infrastructure
and control and command structure, a 20-point National Action Plan
(NAP) was announced. There has been a great deal of criticism by several
analysts and commentators against the slow, lackiustre, and indifferent
implementation of the NAP. Imtiaz AIam is of the view that:

the performance of civilian authorities remained dismal, having been unable

to ban active banned outfits, eliminate religious extremism and sectarianism,

curb hate material, and stop funding and communication networks (appeals

for and collection of funds are again on the rise). Recruitments for jihad are

yet again picking momentum for Kashmir, with eye-catching Wani posters

on the streets to attract youch to jihad. Reforms in the criminal justice system

and civilian armed forces, the police in panicular, are yet to be launchedY

In the areas that have been cleared of militants, such as Swat, and North
and South Waziristan, the civil administration has not yet been put in place
and the army is still holding the fort. Roads and highways are also being
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constructed by (he Frontier Works Organization, an army organization,
and schools and hospitals are being established by the army. This situation
is not tenable and the population and their representatives along with the
civilian administration must assume this responsibility.

Irfan Husain" compates Pakistan with Turkey:

While in lurkey, the military's natural partners have been the secular elites,

in Pakistan the defence establishment tends to reach out to the religious

parties. The latter have no chance of winning power through elections, and
thus seek to gain influence by riding on the army's coat-tails.

In Turkey, the laws are enforced far more zealously. And while it has
suffered a spate of terrorist attacks in the last few months, clerics are not

free to preach whatever they please in mosques. The Friday sermon is faxed
to every mosque from Ankara, and prayer leaders are employees of the state.
In Pakistan, we have been unable to even regulate the curricula taught
in the thousands of madrassas that have mushroomed over the last four
decades or so.

Ayaz Amir" offers a radically different view about the spread of tetrorism
in Pakistan and ascribes the responsibility for it to Pakistani elite. He says
in support of his contention:

The maulvi, the cleric, the doctor of the faith did not create the mess
Pakistan is in. The maulvi was never in command of politics and power. He
was always, and stilI is, a figure on the sidelines ... a nuisance at best. the
creator of too much noise, the specialist with the loudspeaker, bur he never
was the driving force behind national policies.

That was rhe prerogative, the monopoly, nor of the maulvi, not of the
lableeghi jamaar, bur of rhe English-speaking cia.<.;ses.the real rulers of
Pakistan. 'Who runs Pakisran even raday? The army, the civil service, the
political class, the enterprising sl'th, [and] the sharp-eyed real-esrate tycoon.
'Where is the Islamic warrior in this disringuished coalition?

Pakistan needs a transformation of state and society. How long can it
live with plundering robber barons who have democracy on their lips and
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exploitation in their hearts? This transformation can only come from a

strong and radically~inclined leadership, with the strength and outlook to

dean the national stables, knock heads together, lessen some of the hypocrisy

which is the republic's leading currency, and change the Pakistani landscape

for the better.
The extremism of the Taliban is primitive extremism, (he product of

narrow minds. Pakistan needs the extremism of the pathfinder, the pioneer,

the searcher of rhe deprhs, rhe climber of rhe highest moun rains. Of quaking
moderation, behing out empty slogans and mouthing empty promises, it
has had enough. Seventy years is a long enough time to test any experiment.

It is time to give that a decent burial.

SUMMATION

Pakisran continues to struggle wirh the rationale for its formation: wherher
it was conceived as a state where Muslims could lead peaceful independent

lives in a sovereign nation or as an ideological state where Islam would be
rhe guiding principle. The debate has continued fiercely and although the
religious parties have not won a majority of the votes at any general election
during the last seventy years, they have succeeded in changing rhe narrative
in their favour. Religious groups received a big boost during the Zia ul-
Haq period with a man at the helm who openly used Islam as a tool for
personal rule and to gain legitimacy for his non_representative governance.
The fundamental changes he brought about in the Constiturion, laws,

and educational curricula have fundamentally altered rhe essential form
of pakistan from a moderate, modern state to a religiously conservative

one. The Afghan wars of the 1980s and post-200 1 have also made a huge
contribution to the formation of terrorist groups such as the Tehreek-e-
Taliban pakistan, who have let loose a reign of violence throughout the

country. Saleem Safi" presents a cogent picture of rhe problem:

The use of religion for politics and strategic goals has been one of the prime

causes of extremism, Since the inception of the country, religion-a message
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of peace-has been exploited and used for politics and other vested interests.
In the 19805, thanks co cold-war politics. it began to be used for strategic
goals as weH.That proved to be a risky gamble since the COUntryfailed to
extract anything positive from it. W'hat is even more unfortunate is the fact
that we have failed to learn from our past strategic blunders. The misuse of
religion for political ends-not only by the traditional religious forces but
also by newer forces-is still a common practice.

There is also a lack of unity and trust among State institutions. The

military has reservations against politicians while the government and other
institutions question the role of the judiciary. In return, the judiciary is

angry at and even sceptical of the government machinery. The executive,
judiciary, and legislature also have reservations against the media. Instead
of jointly fighting against terrorism, every state institution seems busy in a
struggle for self-survival.
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The Private Sector

As has already been pointed out in Chapter 2 on the economy,
Pakistan had no industry worrh the name at the time of
Independence and, therefore, no organized private sector as we

know it today, barring the agriculture sector which was dominated by

big landlords and jagirda". A majority of the population subsisted on
small landholdings as tenants, or small shopkeepers. The government,
therefore, had to playa catalytic role in nurruring the development of the

private sector by pursuing liberal and imaginative economic policies in
the 1950s, and more systematically in the 1960s. This had the effect of
the emergence of a dynamic and vibrant private sector which became the
engine of growth. Naturally, in the initial stages of capital formation, there
was bound to have been some concentration of incomes and wealth. But
this proposition, without firm empirical basis, was so blatantly exploited

for political opposition ro the Ayub regime that it had the effect of stunting
overall development and forrifying the widely held perceptions among the
East Pakistanis to a sense of dcprivacion.

Although still in its infancy, private sector development suffered a great

setback when large industries. along with banks and insurance companies,
were nationalized in the 1970s. The recovery since that big shock has
been quite patchy and the tradition ingrained at that time of intrusive
government interventions in the form of taxation, regulation, inspection,
permits, licences, clearances, etc. have persisted in one form or way or

another with varying degrees of intensity. A breakdown of the different
sectors of the economy shows that public sector ownership is confined to
only 10 per cent of the GOP and government investment and consumption
together constitute around 16-17 per cent of the GOP. The public sector,

358
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including the federal and provincial governments, corporations, and the
defence forces, employ under 10 per cent of the labour force. Thus, the
bulk of the incomes, ownership, and employment are in the hands of the
private sector. Within this sector, small and medium enterprises contribute
almost 70 per cent to the national income and aCCOUntfor the bulk of
fotmal and informal employment.

The impetatives of globalization in the twenty-first century have
highlighted the importance of the growth of the private sector in powering
the economy facilitated by enlightened economic teforms which enable the
widest participation of Pakistani businesses in the larger world economy,
thereby spurring development. The pathway fot countries to successfully
compete with in the international economy is by now weU understood.
In this the state has to play an equally important but different role by
nurturing and crearing markets that foster competition and provide

information about opportunities to all participants. It has also to act against
coUusion and monopolistic practices, generate among its people the shUs
to engage in productive activities, transparently determining the rules and
adjudicating and resolving disputes fairly and equitably. To adequately
perform these functions the capacity, competence, and responsiveness of
the institutions of market governance have to be upgraded along with the
rules, enforcement mechanisms, organizational strucwres, and incentives.

According to Acemoglu and Johnson, I good institutions ensure two
desirable Outcomes: that there is relatively equal access to economic
opportunity (a level playing field) and that those who provide labour or
capital are appropriately tewarded and their property rights protected.
Even after 70 years, coUaborative and cooperative relations between the

government and the private sector have not taken root. There is a huge
trust deficit between the two which, in turn, is hurting the economy and is

constraining Pakistan ftom achieving its potential. The government blames
the myopic mind-set of many tisk-averse businessmen who fail to think
ahead, do not capitalize on Pakistan's comparative advantage, nor innovate
or invest in improving the quality of their merchandise. There is a tendency
on their part, i.e. private businesses, to opt for easy and instant solutions
and become rich overnight by whatever the means.
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Manufacturing industties entail a gteat deal of hatd work, supervision,
management of resources, and relatively low margins in competitive

sectors. New investment is not taking place in the manufacturing and
export industries, and major business houses have branched off into
ttading, retailing, shopping malls, and the services sectors where lesseffort
is involved, the risk is lower, the hassles are fewer, and ptofits are high.
More recently, they have entered the power sector where the teturns are
guaranteed, whether or not there is full capacity utilization.

This indictment is made not only by government officials but is echoed
by the popular media. Afshan Subohi, the business editor of Dawn, makes
the following observation in her weekly column:

In Pakistan, the business class did not go through the grind. They leaned too

much on the government that accommodated them to a level where, instead

of focusing on market demands, they relied more on their links to high

placed officials to succeed in business. The outcome is for everyone co see.

'The manufacturers in Pakistan produce sub~s(andardmerchandise at

a high cost and then blame everyone but themselves for not faring well in

domestic and global markets. Look at cars. Do you think the quality justifies

the price?' said an official who headed the commerce ministry at one point

and championed free competition through liberalization to force locals

towards improving their production and management practiccs.
2

Governments arc accused of indulging in crony capitalism through
concessions, exemptions, and bank loans that are subsequently written

off, preferential allocation of land at subsidized rates, import licences on a
priority basis, etc. to their political supporters, ftiends, family members, or
in blatant exchange for favours. Rent-seeking rather than normal returns
on capital and effort then becomes the norm. The attitude and behaviour
of private economic agents operating in such a distorted environment are

likely to be affected. Competitive fotces are repressed under a plethora of
public policies, taxation measures, regulatory prescriptions. and other such

unwarranted interventions.
Competitive markets are characterized by economic outcomes that
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bendix consumers, producers, and others in the economic chain. However,

when the processes ate not detetmined by fotces of supply and demand but
ate distotted by administeted ptices, manipulations, collusion, speculation,
and excessive rent-seeking, the markets fail to perform their function, i.e.
efficient allocation of tesoUtces. A wedge is created between 'observed
prices' and their fundamental determinants. Investors shy away from sectors
and activities rhat rhe economy really needs for growth and susrenance
and shift to those unproductive ones where quick, short-term gains can
be achieved in an environment of market distortions and imperfections.
Private profits keep accumulating at the cost of benefits to society. Ovetall
low economic growth coexistswith excessiveteturns pte-empted by selected

matket players.
An effective taxation system should be able to capture some of these

teturns to finance public goods and services. Howevet, hete again the
connivance of tax officials who receive a small share for their 'services'

by these 'potential' taxpayets negates even that. Over-invoicing, under-
invoicing, misdassification, understatement of valuation, misrepresentation
and concealment of data, contrived shortages in inventories to suppress

actual production, inflated purchases to exaggerate expenses and show
losses, unrealistic tender bids (0 win contracts and then claim large cOSt

ovettuns, supplying low quality goods below the otiginal specifications,
theft during transport of goods, particularly petroleum products, misuse
of price-equalization sUtcharges, and claim for bogus refunds and rebates
ate some of the common tactics deployed by these matket fraudsters.

Michael Walton,' in his examination of the origins and sources of wealth
of 46 billionaites in India, found that 20 of them had drawn their primary
soUtce of wealth from sectors that can be classified as 'rent thick' (real
estate. construction, infrastructure or ports, media, cement, and mining).
The situation in Pakistan is no different in this respect. The sectors in
which the government and not the market enjoys dispropottionate powers
in detetmining the financial health of a company through administered
pricing, award of contracts, tariff determination, grant of licences or

petmits, and allotment of land have been the principal soutce of wealth
cteation. In addition, if the government is the single buyet of goods and
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services, as in case of power or the principal guarantor of raw material or
input supplies, such as in the fertilizet industry, tent thickness becomes even

mOte pronounced. That is why thete is a strong case fot multiple buyets
and multiple sellets competing in the power market and determination
of tariffs through an open, trans patent, auction bidding system rathet
than the present upfront tariff determination by National Electric Power
Regulatory Authoriry (NEPRA). After all, the successful open spectrum

auction for telecommunications, which has fetched a billion plus dollars
to the exchequer and intensified competition. is something worthy
of emulation.

Economies arc in the long run transformed by weeding out inefficient
firms and outdated products, embarking upon innovation, tisk-taking,
and enttepreneurship, and abandoning old ways of producing goods
and services. In Pakistan, competitive markets have not emerged because
powerful interests, through their connections, influence. and money power

have found lobbying and rent-seeking to be mote profitable than taking
risks and setting up new ventures. Pakistan's export structure has remained
latgely unchanged from 1990 and its market share in world trade has
declined significantly. Both India and Bangladesh have kept up with the
rising demand in the international matket and doubled and tripled their
market share. Even in textiles, Pakistan is still stuck with low value goods

and does not for instance produce the man-made Cotton fibre mix that is
demanded by the market. Research and development gtants and technology
upgradation funds have been used as a financial subsidy for the existing
products tather than changing the producr mix.

The state is unable to perform its functions partly because of its own
inefficiencies and the parochial interests of the elite classes but also
because for private economic agents non-payment of taxes has become a

widespread ingrained habit. Government enterprises have been captured by
their workers, managers, and political and bureaucratic supervisors. ]rade

unions and bureaucrats in public sector enterprises have made privatization
difficult to achieve. Whenever any government wishes to take some tough

measures, they are immediately confronted by strikes, shur-downs, and
suspensions of transport, causing immense hardships for indigent workers
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and ordinary citizens. The government in question backs down and the

status quo ante is restored.

LAND AND LABOUR MARKETS

Matkets for land and labour are both highly inefficient and inequitable.
It is not realized that land can be used to cteate wealth for the benefit of
sociery and contribute to an eradication of poverty. During British rule,
in each district revenue officials would update the stalUSof current land
utilization and land records. Land revenue collection was thus easy as the
payable liabilities were clearly defined and documented through systemaric
cadastral survey delineating land boundaries and recording the current
tenure holders. All mutations and changes rhat took place in the inrervening
period were incorporated to present an updated picrure at the end of rhe
settlement period. No such sertlement has raken place in Pakistan for over
half a century and the land records are murky, land ownership is unclear,
and therefore a competirive land market is virtually non-existent.

Inefficient landholders are under-utilizing this scarce asset while
those who can use land more productively cannot get access due to non-
competitive prices. Excessive rentpseeking does not allow reallocation of
resources, a prerequisite for economic transformation. The same is true
for water rights. Irrigation flows in a water-stressed country ought to

reflect its scarcity premium. Water charges recovered today in the form
of abiana cannot cover even a small fraction of the operational and
maintenance expenditure. Land-acquisition laws are outdated and confer
a grear deal of discretionary and arbitrary power to perty officials of the
revenue department in determining compensation for land acquired by the
government. State lands and forests are under the occupation ofinfiuential
and politically connected zamindars who do not pay market-determined
lease money Of taxes to the state. Litigation in land disputes accounts for

80 per cent of the cases in our courts.
As mentioned earlier, urban land allotment at prices lower than market

prices and liberal conversion of residential to commercial land use have
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been a consistent source of enrichment of the elite class in Pakistan: civil
and military officials, politicians and legislators, influential businessmen

and landlords, religious and tribal leaders, media anchors and owners, real
estate developers, and the like. Low ptoperry taxes assessed on extremely
understated (one-tenth of the prevailing market price) valuation and
almost negligible capital gains tax have further incentivized the mad race

to acquire urban land ftom the state. The news reports about the head of
Sindh Building Conttol Authoriry becoming a billionaire and living abroad
comfortably testifY to the enormous discretionary powers enjoyed by those
entrusted with the utilization of land. Stark inequality in incomes and

wealth reflect this unjust allocation of scarce state resources thus generating
huge resentment.

In urban areas, state land is also continually encroached upon by land

mafias patronized by the political parties. Prices of land have, therefore,
shot up because of the scarcity created by these land-grabbers and arc
beyond the reach of the middle and lower income classes who cam an
honest living. Property titles, outside the defence housing authorities, arc

not clearly established or documented. Insecure titles prevent people from
taking full advantage of the productive use of the land. Zoning regulations
arc commonly violated in collusion with municipal officials. The most
blatant example is that of the residential areas in Islamabad which have a
large number of offices, commercial enterprises, schools, health clinics, and
laboratories in clear violation of the zoning laws.

Mortgage loan markets cannot function in an environment where
titles arc not secure and properly documented, values of collaterals
offered differ significantly from the registered deeds, encumbrances on

the property are suppressed or misrepresented, and evidence of payments
made and received in exchange of property are missing. In comparison to
other developing countries, rhe share of mortgage lending in Pakistan is
miniscule, accentuating the problem of the huge backlog of housing units
available. Punjab and Sindh have recently completed the computerization
of land records. This Land Record Management system, regularly updated
through cadastral surveys of urban immovable propeny, can capture,
store, and retrieve data on land rights and ownership, and can also be
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used to issue land titles. Geographic Information systems (GIS) and
Google maps can be useful tools in this process. Land transactions can
thus be facilitated and uncertainty removed, making the land market
more efficient.

Digital records ate lessamenable to fraud and manipulation and provide
easy access to key information. The accuracy of information can also

help in avoidance of potential disputes and reduce the congestion in Out
courts, improving the functioning of our legal system. Alternative dispute
resolution mechanisms can then be used to settle the disputes. Similat
atrangements should be made by regulatizing katchi abadis and transferring
land titles to long-term occupants thus adding a huge amount of 'hidden
capital' to the stock.
Turning to the matket for labour. Employment in the informal sector is

expanding over time for a vatiety of reasons, including the formal labour
market rigidities. insider-outsider conflict of interest, and wages below
efficiency level. Some of the rigidities arise due to public policies and cost-
enhancing regulations such as social security charges. workers' panicipation
fund, employees' old age benefits contribution, and the like, the multiplicity
of inspections by different agencies and the arbitrary powers enjoyed by
petty officials. Informality is generally associared with lower productivity
which can be increased if these distortions are eradicated. Economic
transformation takes place when more productive jobs are created and
less productive jobs disappeat through constant reallocation of resources,
including labour.

Changes in labour earnings ate the largest conrributor to poverty
reduction. Increasing eatnings from work has made the greatest difference
in poverty reduction. In Pakistan, however, the movement is pacing in the
opposite direction and the share of the informal economy is on the rise.

Private employers, by utilizing contractual labour and daily wage-
earners, have no incentive to invest in training their workers. Besides, they
are exposed to poor work environments and deprived of adequate health
and social protection benefits. These practices have indeed reinforced the
trend towatds low productivity informal employment. Laying off their
workers during economic downturns and downsizing the labour force are
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counterproductive measures. The additional costs oflocating and training
new workers on the job far exceed the savings made through severance
and downsizing.

The economy of scale is not tealized because many small and medium
enterprises prefer to operate at the current scale and do nor want to expand
because of labour market regulations. Static and myopic views of owners
of enterprises, who believe that the premium paid for entering the formal
sector and expansion is high, leads to a low level equilibrium in which the
large informal and limited fotmal sectors coexist. It is not realized rhat rural

youth, after completing even a high school education, do nor wish to return
to farming. Similarly, the children of urban slum-dwellers who receive

some education are most reluctant to join the informal trading. vending,
or servicing jobs that their parents engaged in. The changing labour supply
conditions dictate a more flexible and less rigid labour market.

While core labour standards such as avoidance of child labour, forced
labour, and discrimination, and freedom of association and collective

bargaining should be implemented, the harassment and extortionary
practices associated with their compliance should be avoided. Unions
should not be permitted to benefit insiders at the expense of new entrants.
Job security for insiders discourages job flows for youthful workers.

The skills gap between the requirements of the economy and the output
produced by our educational institutions is also retarding productivity.
While mobile phones, Internet broadband, and fibre optics have made
impressive inroads, they have not yet been utilized for training and skill

upgradation. Chambers of commerce and trade associations, in conjunction
with technical and vocational training institutes, should have organized job
training courses, certification, and diploma courses in the trades for which
there is perceptible demand both locally and regionally. It is not feasible
for any individual firm to incur the costs of training when the benefits
cannm be utilized by [he company itself Government-run institutions have
proved a failure and therefore an innovative model of partnership should
be expetimented with in which design, delivety, curriculum, and testing
are undertaken by the private operators while infrastructure, certification,
and accreditation are the responsibility of the government.
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Another major cause for low productivity is that academia and
research institutions have not been able ro make any contribution in
the diffusion and upgradation of technology throughout the economy.
Notwithstanding a rapid rise in the number of PhDs in science and
engineering at out universities and research institutions, the link with
industry remains very weak. Business schools roo have not done much to
improve organizational efficiency and the strategic directions taken by our
large and small enterprises. In our public sector universities, professional
colleges, and institutions of higher learning, teachers are engaged in
politics for acquisition of strategic administrative positions rathet than
being absorbed in teaching and teseatch. Tuition centres and individual
coaching preocCupy the teacher at all levels while those who cannot
afford ro pay these exorbitant chatges remain disadvantaged. Groupings,
rivalries, and agitations characterize the culture in these institutions.
The younger faculry members, who return with advanced degrees and
enthused with the goal of achieving something satisfying, are eirher
blocked entry, ostracized, or co-opted. In this way, any hope for the
tegeneration and rejuvenation of our academia through the infusion of

new blood is dashed.The productivity of labour, capital, land, and organization in pakistan
are the lowest among the developing countries and are on a constan<
downward spiral. The cumulative cost of sub-standard goods, supply
chain inefficiency, poot work ethics, low skill setS,lack of professionalism,
fake receipts and certincateS, under-invoicing and smuggling, evasion of
taxes, and the like, arising from the prevalent societal norms and culture
and private economic agents' behaviour and practices are estimated ro
reduce productivity ro an extent amounting to a loss of 2-3 per cent of
GOP annually. Notwithstanding all the imperfections and weaknesses of
government policies and governance, it is possible to reach a 6 to 7 per cent
growth rate by altering the behaviour, attitudes, and practices in our society
and ptivate economic agents. Is this possible? Because it will transfer the
responsibility to our shoulders rather than blaming the government of the
day, this appears to be a herculean task. We must not, however, fotg

et
that

responsible citizenship is a prerequisite for a buoyant economy.
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FINANCIAL MARKETS

Financial markets in Pakistan have been liberalized and have become
competitive and relatively efficient but continue to remain shallow. The

array of financial instruments available for various types of transactions
in the market has widened. The banking sector, of which 80 per cent Was
earlier in the public sector, is now dominated by private banks and has

become financially sound, profitable, service-oriented, and efficient, with

high capital adequacy and liquidity ratios. The financial inftastructure has
been strengthened but the legal system remains too time-consuming and

expensive for ordinary market participants. The regulatory environment
has improved and the capacity of regulators to oversee and monitor is much
better today than in the past but enforcement and prompt corrective action
capabilities need to be further enhanced. The financial soundness indicators

of the system show an upward trend in almost all dimensions but there
are weaknesses and vulnerabilities that need remedial action. Corporate
governance rules have been clarified and conform to the best international
practices but their consistent application and voluntary adoption by the
industry remain uneven.

Much, however, remains to be done:

1. Broadening Access to Middle and Lower Income Groups

Agriculture and SME lending have not kept pace with the public sector
corporate and personal lending, as both are risky. The banks have to reach
out to at least three mil1ion households in the agricultural Sector and two

million small, medium, and micro enterprises Over rhe next five years if it
is to achieve the goals of financial inclusion.

2. New Liability Products

The indusrry has so far paid adequate attention to developing new products

~------
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on the asset side but neglected the savers and depositors. It is myopic for
us to have such a one-sided approach as it is savers and depositors who
provide the wherewithal for the industry to perfotm its basic function
of intermediarion. The banks and non-bank institutions need ro devise
innovative solutions tailored ro the needs of Pakistan's 28 million depositors
and savers. Development of new liability products should be on the top of
the agenda for the next fiveyears.This is a serious weakness that we cannot
afford to live with any longer.

3. Corporate Restructuring

Financial sector reforms, in absence of corporate sector restrucruring, i.e.
ptuning costs, reducing debt, and increasing efficiency,will have only short-
term beneficial effects. The rario of total corporate debt to GDP should
be loweted, capacity expanded, and labour productivity raised. Fitms have
to be healthier and invest in productive activities while new firms should
enter the credit markets.

The bankruptcy law must provide a mechanism fat an orderly settlement
of obligations. Bankruptcy separates bad managers from potentially valuable
assers, lifts debts from shoulders thar cannor support rhem, and preserves
value that alrernatives such as liquidation might destroy.

4. Infrastructure Financing

The tradirional method of financing infrastructure projects only through
the Public Sector Development Programme has resulted in congestions,
shortages, and bottlenecks. There are institutions such as insurance,

provident and pension funds that are seeking long-term instruments.
Infrastructure financing can match the assets and liabilities through
inftastructure financing in the public-private partnership mode.
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5. E_Banking/Digital Financial Services(DFS)

With the deregulation of the telecommunication sector in Pakistan,
and introduction of 3G!4G technologies. smartphones, and broadband

Internet, the opportunities fot further value-added services to underpin
banking ttansactions have multiplied manifold. Bank.less branching has

made quite a promising beginning but an e-payment gateway needs to
be established to meet the growing demand for e-commerce. There is a
much greater scope for Fintech and DFS ro bring the banking excluded

population within the ambit of financial services.

6. Private Equity, Pension, and Provident Funds

There remains a mismatch between the growing appetite for institutional

and contractual saving institutions for long-term investment vehicles
and the demand for long gcsrarion mortgage, infrastructure, real estate,

and project financing. Private equity and venture capital funds, private
pension and provident funds, and insurance companies are stripped of
profitable investment opportunities to meet their obligations while the
rate of capital formation in Pakistan lags behind that of its neighbours.
Debt capital markets can also flourish if the demand for issuers
arc matched by the needs of these investors whose pool of savings

is expanding.

7. Investment Banking

The role of investment banking in Pakistan has so far remained quite
murky. The spread of a universal banking model has led ro a certain degree
of ambiguity in terms of the market niche in which investment banks
can operate. Corporate institutions will always require investment banks
(0 provide services such as investment advice, corporate restructuring,

distressed assets acquisition and disposal, mergers and acquisitions,
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and equity and debt financing. These services can best be provided by
specialized financial institutions.

8. RiskManagement

The advent of the Basel III tegime imposes a sense of Utgency on both
the regulators as well as the financial industry to put their act together

so far as risk management is concerned. The large banks have to attract
human resoUtces of the right kind, set up internal rating systems, and the

supporting technology to continually monitot their ponfolios and conduct

stress testing.

9. Promotion ofIslamic Banlting

Islamic Banking has been making significant progress but is still functioning

in the shadows of conventional banking. Islamic banks have to come up
with different products, services, and target groups to come into their own

and make a difference.

AGRICULTURE'

No other sector in Pakistan falls so completely in the private sector as
agticulture but it is unfortunate that the conventional analysis of the private
sector usually lacks any substantive discussion of it. Almost half of Pakistan's
employed labout force derives its livelihood and sustenance directly or
indirectly from agriculture. It also plays a pivotal role in poverty-alleviation
and reduction in urban-rural income disparities, provides nutrition
and food security, and contributes to export expansion and therefore to

Pakistan's overall economic prosperity and social uplift.
Like all other countries undergoing transformation, in Pakistan,

agriculture contribution to the GOP has declined to 20 per cent from more
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than 50 per cent but it takes care of the food and fibre needs of Pakistan's
200 million people. Its direct contribution in employment and downstream

activities-processing, transportation, and the supply chain-remains quite
significant. Pakistan's agriculture-based exports, direct and indirect, using

agricultural raw materials, still account for over half the total earnings. As
per capita incomes have tisen and the middle class has expanded, there has
been a gradual shift towards high value products such as dairy, meat, eggs,
fruits, vegetables, and fisheries. The four major crops-wheat, cotton, rice,

and sugarcane-which used to form the hulk of agricultural produce, now
account fot a little more than a third of the produce of the agricultutal
sectot. Notwithstanding the overwhelming importance of agriculture

in Pakistan's economy, the recent stagnation in agriculture growth rates
and farmers' yields, the declining availability of water, and high tate of
malnourishment have become sources of major concern.

Tahle 13.1 shows agriculture sector growth rates in Pakistan over the
past five decades.

Table 13.1: Agriculture Sector Growth Rates 1960---2010

Deaead. GrowthRate(%)
1960s 5.1

1970, 2.4

1980, 5.4

1990s 4.4

2000s 3.2

Source: Pakis(an Economic Survey 2009-10

From an average growth rate of 5.1 per cent a year, among the highest
in developing countries, it has slowed down to 3.2 per cent, or a linle

over the population growth rate. The principal reason for this decline and
stagnation lies in the gradual erosion of productivity gains. Two-thirds of
the growth in the 1980s was contributed by increases in productivity. By
the 1990" the rise in productivity accounted for a third and in 2000s it
fell to only one-fifth of the average growth. The gap between the national
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average yields and those of the progressive farmers has been widening
over the past two decades. In the case of rice and wheat, the gap is about
45 per Cent of progressive farmer yields while in sugarcane it is about
73 per cent.

Among the many factors responsible for losses in agricultural
productivity and the widening gap between the national average yields
and those of the progressive farmers, the one that stands Out at the top
of the list is the ineffiCiency of Pakistan's national agricultural research
system. Mer the great impact of the Green revolution technology of
fertilizers and seeds tapered off in the 1980s, there has hardly been any
major breakthrough in agricultural technology. The agenda for research is
quite vast and includes development of high yielding heat and cold tolerant,
drought resistant, and short duration varieties of field crops, water and
soil conservation technologies, moisture management, green manuring,
precision levelling, tunnel farming, bio-fertilizers, reclamation of saline and
waterlogged soils, zero tillage, intercropping, and ridge sowing. Some of
the progressive farmers who are using some of these technologies together
with drip and sprinkler irrigation have obtained higher teturns on their
investment. The agricultural credit system and crop insurance targeted at
small and medium farmers could induce them to adopt these techniques
on their farms. The national agricultural research system has suffered nOt
only because of the budgetary allocations being curtailed but also because
of the lack of human resource capability, organizational inertia, bureaucratic
procedures and processes, and lack of c1ariry in the roles of national and
provincial agriculture research institutions.

Another critical constraint is the poor utilization of the vast irrigation
system. Per capita availability of Waterhas decreased to 1066 cubic metres,
placing Pakistan in the category of high water-stressed countries. Any other
COUntry,with about 95 per cent of arable land cultivated under irrigation,
would have been a major player in the global food and commercial crops
market by utilizing this scarce resource more efficiently. This potential has
not, however, been realized as the total Water productivity in Pakistan in
20 II remains only half that ofIndia. Pakistan produces only 0.13 kg per
cubic metre of water. This shows the enormous scope that exists of a much



374
GOVERJ.'\lING THE UNGOVERNABLE

higher GDP and agriculrural production if this gap in water productivity

is narrowed and irrigated crop intensity enhanced.
Although the rate of irrigation has been expanding by 1.4 per cent a

year, the cropland has been shrinking at an average 0.4 per cent a year.
Mismanagement, mis-governance, and poor maintenance of the irrigation
system have limited farmers' access to water, particularly those at the tail-
end of ,he water courses. Influential and politically well-connected farmers

receive excessive supplies and waste water by over-irrigating their land,
while the poor farmers are starved of water. Studies have shown that 60

per cent of the water delivered at the head does not reach the farms due to
transmission losses in the distributaries, canals, watercourses, and fields.

There is also the issue of timing between the supply and demand for water.
Supply peaks during the summer; demand is spread throughout the year.

Storage capacity that would be able to collect excess water in the peak

season and release it according to the demand is inadequate and no large
dam has been constructed since Tarbela in the 1970s. Political controversy

has vitiated the overall atmosphere for the construction of storage dams

in Pakistan.
The fmancial sustainability of the irrigation system is another major area

of concern. Water user charges, collected from the farmers, amount to a

paltry 0.5 per cent of crop revenue and do not cover even 25 per cent of
the operational and maintenance expenses of the irrigation canals, channels,

and watercourses, accentuating the vulnerabilities and risks to the integrity
of the system. The collection rate of these charges is also low, at about 60
per cent of the receivables, obliging the government to subsidize irrigation
water users. Moreover, the large farmers are also, for all practical purposes,
exempt from paying agriculture income tax. Therefore, the irrigation

system suffers from serious underinvestmtnt in terms of modernization,
expansion, storage, lining of canals, drainage etc. The present flat rate of

irrigation charges is both inefficient and inequitable. Consumption by
volumes should be the basis for assessment of charges. This would lead to

both water conservation and fairness in burden-sharing.
The impending risks associated with climate change have not yet caught

the attention of the policy-makers. Climate change is in all likelihood going
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to melt glaciers, affecting downstream water availability, adversely impact
the annual rainfall pattern, and raise the sea level. Pakistan's irrigation
system draws its sustenance for fresh water from the glacial melt of the
Himalayas as 70 per cent of the flow of the Indus River is contributed by
this glacial melt. Global warming will accelerate the melting of the glaciers,
increasing the risk of floods in the shorr run due to greater runoff into
the rivers. In the long run, there are likely to be shorrages of Water as the
run-offs decline. A study has shown that by 2050 almost 35 per cent of
the glaciers will disappear and river runoffi will increase. Following that,
the resultant glacial recession will result in a decrease in river flows by 30
to 40 per cent over the next 50 years. Simulation studies depicting various
scenarios of climate change, indicate that Pakistan'sagricultural GDP could
decline by 5 per cent from its base value. However, if an additional 12
MAF of canal Water out of the existing 106 MAF could be saved and
utilized for irrigating cropland, agricultural GDP could be boosted by
4.2 per cent.

Monsoon rains are a vital resource for agriculture production
supplementing canal and groundwater use. Warmer temperatute caused by
decreasing rainfall and increasing variability in the magnitude and timing of
rainfall can result in greater water stress. Rain-fed agriculture is the principal
source of livelihood for the poor population of the arid and semi-arid Zones
of Pakistan. The negative impact of this changing weather pattern would
have disastrous consequences for their existence. It is projected that in
Pakistan, there is likely to be a decrease in monsoon precipitation of about
20 per cent.

The other risk from climate change is the probability of increased
incidence and frequency of extreme weather events such as floods, droughts,
cyclones, and the like. Floods in Pakistan in 20 IO affected Over20 million
people and were followed by the floods in the Sindh province in 2012.
In an environment of system-wide water stress, declining per capita

Water availability for agriculture and food production, the growing need
for hydropower development, the likelihood of trans-boundary disputes
and conflicts between the Upper riparian and lower riparian, are also likely
to develop with greater intensity. The retention of water upstream in India
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for energy generation has already given rise to serious apprehensions in
pakistan that this will testrict watet flows fot the downstream Pakistani
fatmers. The Indus Water Basin Treaty provides the framewotk for the
resolution of these dispures but in the coming years the overall shortages
of supplies resulting from glacial melting and precipitation losseswill give
rise to greatet tension between the twO countries. A new mechanism will
have to be evolved and agreed upon to resolve future disputes.

Climate change will thus impact the agricultural sector by negatively
affecting crop yields with serious consequences for food security. Rice and
wheat yields would be reduced and the overall decline would be between
2 to 4 pet cent by 2020. There may be a shift in the sowing season due
to heat stress while increased humidity will heighten the threat of pest
attack. Physiological stress may reduce the reproduction of animals affecting
livestock production in Pakistan. A study conducted by the IUCN suggests
that livestock production could decline by 20-30 per cent due to the rising
temperature tesulting in a crises in milk, meat, and poultty production and
pushing prices beyond reach of the average Pakistani. On average, rough
estimates indicate that Pakistan's agricultural sector could lose $2-16 billion
per annum due to change in climate by the end of the twenty-first centuty.

The othet burning issue that requires attention is that of food security.
Public policy has so far focused exclusively on increasing the aggregate
food production and self-sufficiency in wheat, the staple food of most
Pakistanis. Food security has never been an explicit objective of policy-
makers. The average per capita daily consumption which was 2,375 Kcal
in 1990s has fallen to 2,250 Kcal by 2007, compared to an average of
2,630 Kcal in developing countries. Lack of access rather than lack of
food supply is the principal factor underlying food insecurity because the
per capita food production index increased from 99 in 1991 to 106 in
2008 but has since then stagnated. It is estimated that about 15 per cent
of the wheat crop is lost annually due to wastage, inefficient handling
of procurement, distribution. transportation. and inadequate and poor

storage facilities.
The other factor is income inequality as almost half the population

spends less on food than is necessary for a healthy and active life. The
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situation is worse for those in the lowest income quintiles. The average
monthly household consumption in the lowest quintile in utban ateas
is only a third of that of the highest quintile and less than half of rhe
average.This disparity in the consumption pattern is an outcome of several
factors: open and disguised unemployment and underemployment, high
inflation, lagging real wage rates, absence of social safety nets, poor access
to healthcare, and unhygienic practices relating to nutrition and child and
maternal care. In the last sixyears, food inflation in urban areas has outpaced
growth in income. In the rural areas, 60 per cent of the rural population
buys food from markets. Inflationary pressures therefore hit them equally
hard. Although the government pays substantial amounts towards wheat
subsidy in the name of poor urban consumers, the beneficiaries are the
flour-mill owners. Similarly, the subsidies on fertilizer are also captured
by producers and large farmers rather than those for whom the subsidy is

intended, Le. small and marginal farmers.
In the caseof the sugar industty, political patronage rather than consumer

welfare has been the major determinant of public policy. When there is
surplus production, the government takes upon itself the responsibility
to purchase the surplus sugar from the mill-owners and sell it at a loss in
international markets. When there are shortages, domestic imports are
delayed until the sugar mills have realizedwindfall gains by selling at higher

market prices.
The Millennium Development Goal (MDG) to reduce the number

of undernourished population by half by 2015 was not achieved. The
latest numbers indicate that one in evety four of the popularion is still
malnourished and child nutrition has not shown much improvement either.
Pakistan has the highest rate of stunting among the children in South Asia,
at around 44 per cent. This is a highly disturbing trend for the future

mental and physical well-being of its youth.
To sum up) there is a need to rethink OUf agricultural sector strategies

away from the past emphasis on production and supplies alone and to
address the new challenges that we are likely to face in the next three to four
decades. Climate change, water productivity, and food insecurity are the
emerging issues that need the focus and attention of public policy-makers.
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One of the worrying trends that has become highly inimical to private
business development and investment in Pakistan is the rising burden of

taxation on those who are already in the tax net. Corporate organizations
are paying as much as 40-50 per cent of their profits in the form of various
taxes, super taxes, cesses, fees, Employees Old-age Benefit Institution
(£OBI), social securiry, workers' welfare fund, dividends, and the like.
While they are expected to invest, the tax regime requires them to distribute
at least 40 per cent of their profits in the form of dividends. Pakistan
is stuck with a low investment-GOP ratio of 15-16 per cent while in
lndia it exceeds 30 per cent and in Bangladesh stands around 30 per

cent. Capital formation will not occur if the level of tax penalizes effon
and entrepreneurship and acts as a disincentive to future expansion. The
government is also in a bind as tax-GOP ratio, hovering around 10-12 per

cent, is inadequate to meet the demands of developmenr, debt-servicing,
and defence.

Provinces now receive almost 60 per cent of the divisible tax pool and
are quite conrenr with that, mobilizing only I per cenr of the GOP in

the form of provincial revenues. The World Bank' has estimated that the
potential of own taxes in Punjab alone is at least four times the present
level of tax collection.

As tax revenues afC inadequate. the government is obliged to borrow
internally from the banking system and externally from international
financial insritmions to fill the gap between its revenue and expenditure.

High indebtedness leads to a rising COStof debt-servicing which currently
consumes 40 per cent of tax revenues, Another 25 per cent goes towards
defence expenditure, and another 20 per cent towards subsidies, leaving
very little for development expenditure. Thus mobilizing tax revenues is
the top priority for the country's economic managers.

The important question that needs to be addressed is: Why is Pakistan's
tax-GDP ratio so low? To analyse the reasons for this intractable nature
of the tax regime, we have to adopt a systemic approach by dividing the
economy along several parameters such as rural and urban; formal, informal,
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and illicitj agriculture, industry, and services; salaried and unsalaried; and

corporates vs non-corporates.
Of Pakistan's potentiallaboUt fotce of 75 million, 18 million ate not

patticipating, 5 million are unemployed, and 52 million are employed.
The rural labour force accounts for approximarely 70 per cent of rhe total.
10 per cent families hold over 12.5 acres of irrigared and 25 acres of non-
irrigated land, of which only a third hold over 50 acres of land and fall
within the tax net. 90 per cent of families are subsistence farmers, landless
peasants, unpaid family helps, casual workers, and small vendors, exempt
from direct taxes. The yields in tax revenue from the agricultural sector

are unlikely ro exceed 2 or 3 per cent of the total. The principal bUtden
therefore falls on urban incomes earned by 30 per cent of the laboUt force
or non-agricultural incomes in the rural areas.

Studies on sectoral incidence show that industry bears over rwo-thirds
of the tax realized, the services sector around 21 per cent, and agricultUte
3 per cent. In the services sector, transportation and trade together account
for one-rhird of the GOP. Apart from a few companies, the transpott sub-
secror is dominated by small- and medium-size operators. Only air and
shipping yield some revenues. Similarly, out of 1.5 million wholesale and
retail trade units (employing a population of 9 million), 85 per cent are
small family-run stores. The entire direct and sales tax collection from the
trade sub-sector constitutes 0.5 per cent of federal taxes. The scope from
the services sector also remains limited.
As rwo-thirds of the tax collected is in the form of indirect taxes and one-

foUtth of the entire amount comes from petroleum and petroleum ptoducts
at various stages (which is passed on to consumers), the overall incidence is
regressive.Even in the case of direct taxes, rwo-thirds are evaded as they pay
only withholding taxes (WHT) for sectors covered by the WHT regime bur
do not discharge rheir full and final tax liabiliry on all soUtces of incomes
Therefore, in terms of the impact of taxes on different income groups. the
bUtden falls dispropottionarely on the poor and middle-income groups.
To top this up, policy-makers, in their attempt to achieve revenue

targets, impose additional levieson rhe existing taxpayers.This disincentive
leads to the quest for various loopholes in the complex tax code, beset as it
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is with enormous discretionary regulations, to understate incomes, claim

exemptions, and avoid paying full taxes.
Direct evidence and hard facts regarding the informal and illicit economy

ace difficult to gather. Casual observations point to a gradual expansion
in the informal sector's share through workers' remittances, understated

property income, a proliferation of unregistered enterprises such as
boutiques, tuition centres, schools, clinics, beauty salons, restaurants, etc.
In the rural areas, the informal sector includes arthis, or intermediaries in

mandi towns and agriculture produce markets, and other input and services
providers. Their common feature is that they are all outside the tax net.

Over rhe past five to six years, illicit incomes earned through corruption
and bribery by public office holders, extortion, robberies, ransom, exrortion
by land, water, and other mafias, prostiturion, gambling dens, and mher

illegal and criminal activities have multiplied manifold. Therefore, the
taxable base, even in urban areas, is shrinking because of the transfer of
income from the formal to the informal/illicit economy.

As a consequence of the enlarged scope of rhe informal and illicit

economy, under 1.1 per cent of the GOP is collected as actual direct
income tax. The top 20 per cent of the population or 6 million households
receive 50 per cent of the national iocome. The porential taxpayer base for

individual income tax is 3.5 million. Some 118,000 firms are registered
in the sales tax system bur only 15,000 actually pay any tax. In FY 2013,
only 21 per cent of registered companies paid any income tax while 80
per cent of the total amount was collected from multinationals and a few
large Pakistani companies. As much as 82 per cent of the roral sales tax
and federal excise dury is collected from only 100 companies. In the formal
senor, documented companies coexist with undocumented ones. As the
former evade payment of sale tax either by remaining below the threshold
level or misrepresenting their true turnover they arc able to sell at lower
prices than the documented firms, the aggregate sales of the latter decline
and consequently tax collection is lowered.

The analysis here shows that the present taxation regime that is
highly skewed towards rhe urban, industry, and formal sectors is narrow,
inequitable, regressive, and distortive. Unless there is a structural
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transfotmation of the economy-one that expands the formal sector, makes
the rural sector and agriculrure more efficient, raisesmiddle-class nwnbers,
and makes taxes more progressive and less parronage-ridden-attempts to
reform the tax regime will continue to be unproductive.
Tax reforms that should be continued and undertaken are:
I. Withdrawal of Statutory Regulatory Orders (SROs) which provide

concessions, waivers, and rebates to specific firms or sub-sectors.

Some progress was made under the 2014lMF programme but these
are now gaining currency, particularly under the China-Paldstan
Economic Corridor (CPEe).

2. Out of 3.2 million potential taxpayers, only 1.1 million are actually
filing tax returns. New taxpayers should be brought into the net
through enforcement and audit.

3. A risk-based audit system should identifY those found understating
or concealing their incomes. They should be heavily penalized as a
deterrent to others.

4. Provincial tax collection remains abysmally low at I per cent of
GDP. Urban properry tax and agricultural income tax have a high
potential that is not being tapped.

5. Presumptive and withholding taxes,which are then taken as full and
final settlement of tax liabiliry, should be replaced by mandatory
filing of tax returns along with payments.

6. The system of tax refunds has to be replaced by a single srage non-
refundable tax at a reasonable rate.

7. The tax code, which has become overly complex and convoluted,
giving rise ro the exercise of discretionary powers by tax collectors
and leaving many loopholes exploited by tax practitioners, needs to
be revised and simplified.

8. The powers of the Fedetal Tax Ombudsman (FTO) have to be
expanded to detect, investigate, and take action against those found

engaging in malpractices, misuse of office for personal gain, and
causing revenue leakages.

9. The number of taxes and levies collected by the federal, provincial,
and district governments should be reduced and consolidated.
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Currently, labour levies such as EOBI and Social Security are being

collected by different agencies. From the taxpayer's point of view it
is the combined burden of all taxes, fees, levies, and contributions
which is relevant. If this burden is excessive, then there will be a
natural temptation for them ro evade taxes and then there will be
collusion between them and the tax collectors to minimize this

burden. In that event the state exchequer is the ultimate loser. Thus
the reduction in number of taxes and an appraisal of the rotal tax
burden on individual firms and businesses are essential to generate

realistic revenue stream.
10. The dispute resolution and adjudication process for taxes is too

lengthy, cumbersome, and time consuming. There are multiple
tiers through which the taxpayer can entangle the department in
litigation and postpone the payments due. In this way the deterrence
effect of non-compliance is nullified. There is a need to streamline

this process and only one appeal should be allowed to either parties
after the original jurisdiction has exercised its mind.

11. The recruitment, training, remuneration, progression. and incentive
structure of the tax administration should be completely revamped

with a view to transforming the FBR into a highly professional
and performance-based organization. Currently there are too many
unqualified and redundant staff occupying non-technical positions.

They pre-empt a large proportion of the salaries and wages with the
result that high level professionals cannot be recruited, retained, and
paid the remuneration that they merit.

REGULATION

Besides taxation, another function that is performed by the state is to
regulate the private sector, particularly in areas where there are natural
monopolies. market failures or imperfections, missing markets, or a
pronounced tendency for collusion. Regulatory structures should be
evaluated in the context of [he market structure prevalent in the industry.
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In this context, the most critical regulator is always in the financial sector.
The State Bank of Pakistan has to ensure mat the interests of the depositors
who provide the bulk of the bank financing are protected and safeguarded
against the egregious behaviour of me owners of the banks. As rhe
shareholders provide only a small fraction of me total capital of a bank they
have an incentive to take excessiverisk in deploying me capital as the upside
gains are appropriated by them while me losses are disproportionately
borne by the depositors with no say in the matter. Effective regulation of
financial markets is a balancing act between competition and moderating
operaring practices to reduce systemic risk. Both the speed and complexity
of transactions have pushed the risks of market failute progressively highet.

Omer regulatory agencies are the SECP' Competition Commission of
Pakistan, and the Federal Board of Revenue (which is both a tax collection
agency and a regulatory body). According to IOSCO, the core objectives
of securities market regulation are:

1. Investor protection from misleading, manipulative, or fraudulent
practices including insider trading, front running, misuse of
client assets, and trading ahead of customers. Full disclosure of
information, accounting standards are key.

2. Fair, efficient, and transparent markets to ensure that investors
are given fair access to market facilities and market and/or price

information.
3. Reduction of systemic risk.

Outside me financial sector,we have the National Electric PowerRegulatory
Authority (NEPRA), Oil and Gas Regulatory Authority (OGRA), Pakistan
Electronic Media Regularory Authoriry (PEMRAJ, Drug Regulatory
Authority of Pakistan (DRAP), Civil Aviation Aumority (CAA), etc. In
each of these cases. the motives are different, ranging from protecting
consumer interests to safety, health, and environmental protection.
A quesrion that is often asked is: Why is regulation needed in the fitS[

place when the declared government policy is deregulation?
The most common argument for regulation is to correct market failures

and inefficiencies and ensure a level playing field. Market failures can arise
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due to economies of scale. technological or network characteristics, and a
monopoly structure giving rise to abuse of power.

Another underlying reason behind independent regulatory agencies
is the desire to distance the political executive from the inevitable and

unpopular hikes in tariffs as one of the means of increasing revenue
generation. The idea of keeping the regulatory agency under the direct
administrative control of the concerned ministries is therefore a negation of
this motive. Agencies such as DRAP and PEMRA should either be placed

under the cabinet division or uncler a separate ministry of regulatory affairs.
There is no inherent inconsistency between deregulation and regulation.

The choice depends entirely on the market structure of the industry. If the
markets are competirive and functioning efficiently as they ought to, then
there is no reason for intensive regulation. As much should be left to market

forces as possible and the task of the regulator is simply that of watchdog
to ensure that there are no market distortions or collusive practices. In
other sectors, as pointed out earlier. such as the financial sector, effective
regulation is absolutely critical because of the asymmetries in the behaviour

of the owners and the depositors in tolerating risks and in order to avoid
systemic collapse.

SUMMATION

'I!:)achieve sustained economic growth, a competitive private sector must
be nurtured and relied upon. Therefore, a major area of reforms in Pakistan
is to create space for the growth of new entrants in the private sector by
eradicating the constraints created by the state to their entry and smooth

operations. Notwithstanding the pursuit of policies of liberalization,
deregulation, de-licensing, and disinvestment over the past [\.Ventyyears,

the overbearing burden of government interventions in business life-cycle
looms large. Rent-seeking in those sectors where government is heavily
involved either as a single buyer or guarantor of supplies, granter of permits
and concessions, or the award of contracts, has become an obstacle to new
entrants. The difficulties faced by new businesses in acquiring, gelling a
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tide to, pricing, ttansfetring, and possessing land, in obtaining no-objection
certificates from various agencies, in obtaining water and gas connections,

sewerage facilities, a reliable electticity supply, access toads, in securing

finances for gteenfield ptojects, or new enterprises utilizing emetging
technologies ate still overwhelming and nerve-wrecking.

The powets wielded by petty inspectors ftom various depattments/
agencies are so vast that they can make Ot bteak a business. The gtowing
ttend towards 'infotmalization' of the economy, patticularly by small

and medium enterprises. is a testimony to the still dominant nature of
the govetnment. Over 96 per cent of the establishments repotted in the
economic census 2005 fall in this categoty. The attitude of middle and
lower functionaries of the government in the provinces and districts towards

private business remains ambivalent. Either the functionaries harass the

business to extract pecuniary and non-pecuniary benefits for themselves

or they ate simply disttustful of or hostile to private enttepteneurs. The
multiplicity of agencies involved and c1eatances requited and avoidable
delays at every level raise the transaction costs for new entrants. Unless the

ease of entty and exit is facilitated, competitive fotces will not emerge and
the collusive and monopolistic practices of large businesses will continue
to hurt consumers.

The bulk of populat discussion on the economy remains obsessively
focused on the government, its policies and institutions. While it is true
that rhese policies and institutions playa critical tole, we tend to fotget

that ptoductivity gains which fotm the cotnetstone of economic gtowth
and bettet living standatds ate achieved undet a given factot endowment
through interactions between public policies and institutions, private
sector response and behaviour, social norms and culture, and the external

environment. The private sector contributes 90 per cent ro the national
income and leads rhe way in capital fotmation, employment, and gtowth.
An enabling environment that eases the path to business is therefore the

sine qua non for unleashing entrepreneurial energies and productivity of

ptivate businesses. Taxation and tegulatory regimes should therefote be

supportive of rather than a constraint on private sector activity. Agriculture

is still critical to the economy for its impact on food security, nutrition,
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employment, poverty, and regional disparities. The gap between progtessive
farmers and national averages can be bridged through bettet allocation and

utilization of resources. Small and medium enterprises thar account for
70 per cent of the economy have not performed up to their potential and

public policies should be geated to assuage their problems.
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Administration of Justice

P
akistan's system of administration of justice comprising rhe police,
prosecution, prisons, and the courrs is rhe principal vehicle for
ensuring the rule of law, dispensarion of justice, and enforcemenr of

contracts. These institutions have assumed even greater importance in the
post-200 1 period because of the fight against terrorism and extremism that
have engulfed Pakistan and severely damaged the economy. As the role of
the courts has already been discussed in Chaprer 9, the discussion here will
focus on the police, prosecution, and prisons. A large number of scholarly
srudies on rhis subject have been produced over time both in Pakistan and
abroad.l It would serve little purpose here in repeating their findings and
therefore I will address the contemporary issues facing the criminal justice
system in Pakistan and what can be done to improve it.

The most ttoublesome part of rhe sysrem is the shifting of responsibiliry
from one component to the other with the result that the conviction rate is

only 5-10 per cent. Even in terrorism cases, tried under the Anti-Terrorism
Act by special courts, 282 out of 447 high profile terrorists were acquitted
in Punjab in 2011. The courrs find the investigation to be shoddy, crime
scene management to be sub-par, scientific collection methods missing, and
the prosecution to be flawed.They therefore have no other alternative than
to discharge the case on the basis of benefir of doubt. The police and rhe
prosecutors believe rhar the court procedures are lengthy and cumbersome,
and adjournmenrs are granted too frequenrly on flimsy grounds and are
tilred in favour of the criminals defended by highly paid and well-connected
lawyers. Witnesses are inrimidared or rheir evidence rampered with. As
the probability of the accused being set free is high, the witnesses and
their families are scared of retaliation. The witnesses either do nor come

387
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forward to testifY, or if they do, their evidence is too weak and insufficient
to establish guilt.

A blatant example was that of Malik Ishaq, the head of Lashkar-e-
]hangvi, a sectarian group that was professedly involved in the killings
of Shias in Pakistan. He had 70 mutder cases against him but was
not convicted for anyone of them. Those who had given evidence

against him lived in fear of retaliation as there is no credible witness
protection programme.

POLICE

The Pakistan police fotce was formed in 1947 with a mete 12 Muslim

Indian police officers and 14 British officers who opted to stay. The police

force, which in each province is controlled by the respective provincial
governments, has grown to a strength of 400,000 comprising constables,
junior and non-commissioned officers, and senior gazetted officers. There

are now around 1,500 police stations spread throughout Pakistan, headed
by a station house officer (SHO) who is the principal Contact point between
the citizens and the police. In addition, there are over 26 law enforcement

agencies under the direct control of the federal government, with a total
strength of over 250,000. The important fedetal agencies are the Rangers,
Frontier Constabulary, Frontiet Corps, Federal Investigation Agency (FIA),
Intelligence Buteau, and the National Highway and Motorway Police,
among others.

Notwithstanding the huge expansion in the numbers of the police
force. it still remains undermanned, is poorly trained. possesses inadequate
equipment, and functions under antiquated laws. rules, procedures, and
practices. Other extraneous duties, such as the protocol duties and the

security of a latge number of VIPs, further reduces the strength of the
effective force and dilutes the quality of service. Politically motivated
recruitment, postings, and transfers have taken the sting out of their
professionalism.

For the ordinary citizen, it is the police force which represents the
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face of the state: and it is an ugly face. The word 'police' in Pakistan is
synonymous with opptession, extonion, and high-handedness. The force is
plagued by stories of &Ise cases being filed, patronage of criminal activities,
and cOntrived encounters where the accused are tortured and killed. The
prosecution capacity of the state is weak, often venal and shoddy. Witnesses
can often go missing or be gunned down. Prisons have no set of rules. Those

who can afford to keep the warden happy receive preferential treatment. It
is also not rare to hear of convicts escaping from prison. In short, the state
of Ourpolice service, prisons, investigation and prosecution capacities, and
administration of justice is scandalous. Pakistan is stuck with antiquated
Raj-era laws. The parallel situation in India is not very different. Gurcharan

Das' describes the Indian police and lower judicial system, which does not
sound very different from its Counterpart in Pakistan: The Police are a

tool in the hands of the political leadership and often used to settle scores
against rivals. The lower judiciary is mostly corrupt and judicial delay is
the commonest form of injustice.'

Prof D. H. Bayley,' the author of a definitive work on the subject,
observed that 'a dual system of criminal justice' emerged. 'The one of
law, the other of politics ... the rule of law in modern India, the frame

upon which justice hangs, has been undermined by the rule of politics.
Supervision in the name of democracy has eroded the foundations upon
which impartiality depends in a criminal justice system.'

Initiatives have been taken by various commissions and committees
for the reform of the police. Most of the repons have made very practical
recommendations, which can quite easily be put into effect, on the legal
framework under which the police function, the replacement of Outdated
procedures and manuals, strengthening the numbers, the recruitment
process, training, equipment, mobility. communication, and welfare of
the personnel. Very little was done to implement those recommendations

until 15 years ago. A ray of hope was seen when Police Order 2002 replaced
the Police Act 1858 and came into force on 14 August 2002. Originally,
the spirit behind the reforms initiative was to transform the police from
a 'force' into a 'public service'. As implied in the documents, the vision

underlying the Police Order 2002 Was to develop a police system that was



390 GOVERNING THE UNGOVER..'lABLE

professionally competent, opetationally neutral (not politically motivated),

service-oriented, and accountable ro the people.
Amir Husain' describes the salienr fearures of the police Order 2002:

Some of the key features of the Police Order 2002 were, one, financial,

administrative and operational independence with an enhanced role

of the Inspector General (lG) of police in the provincial governance

structure. This entails that an incumbent IG had to act as secretary to the

provincial government rather than being subservient to the provincial home

department. Two, tcnure protection of police personnel for three years (every

officer to be posted at his/her service area for at least three years [0 reduce

polidcally induced transfers).
Three, in case ;tn officer was to be removed before the expiry of his!

her tenure it was to be through a transparent process where each party had

to explain their position in writing to the higher authority. This aimed to

insulate the police from political pressures.
Pour, establishment of the National Public Safety Commission. With

twc1ve members, six of whom were to be selected under the supervision of

the chief justice of Pakistan as the head of the selection committee. The other

six were to be elected members (three from the treasury benches and three

from the opposition). The committee was to be responsible for decisions

regarding the strUcture, recruitments, and operational remit of the police.

Five, establishment of an accessible Police Complaints Authority at all

levc1s, for the citizens to report theif grievances to the authority and hence

make the police accoumable to the public for their conduct and service.

Six, establishment of a Federal Agencies' Coordination Committee at the

distriC[ and range level including sessions judges. public prosecutors. and

puhlic representatives. The committee, thus constiruted, had the autonomy

to discuss the locali:r.ed challenges to law and order, crime, and other public

safety issues and to recommend a devolved mechanism for the enforcement

of actions.
And finally, functional specializ..'ltion of the police service by inducting

experts for watch and ward (operations), security and investigation rather

than relying on the discretionary powers of an SHOo
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Unfortunately, these reforms, including the application of the Police
Order 2002, were suspended and pur on hold by all the four provinces
once the new governments came to power in 2008. New versions have

been tried or ad hoc measures have been pur in place bur KP is the only
province which has decided to retain the 2002 Police order in letter and
spirit while Punjab is still bringing its new law into shape. Hassan Khawar'
makes the following assessment of the KP situation:

The K-P Police Ordinance 2016 has definitely minimized the discrecion of

political masters by giving tenure security to the Provincial Police Officer

and fully empowering him to transfer and post officers of his choice. By
abandoning the powers previously enjoyed by the chief minister, the K-P

government has set a commendable precedent towards ensuring autonomy

of police and prevention of political interference. Funhermore, through

various commissions and bodies, the law has attempted to create a system

of police accoumabiliry to the public. The public safety commissions will

review performance of the police and will approve policing plans, whereas

regional complaint authorities will enquire into citizen's complaints. The

district assemblies will be able to recommend the premature transfer of

district police officers on grounds of unsatisfactory performance, but only

after passing a resolution with two-thirds majority and only once during

their tenures.

"Whatlies at the hean of policing systems in developed countries is robust

performance management based on quality inspections and measurement of

crime incidence, conviction rates, etc. In the absence of such information,

the chief minister, IG, or even the safety commissions are expected to

manage the problems in a knee-jerk manner, relying either on unauthentic

newspaper reports or delayed bureaucradc inquiries. The solution, therefore,

lies not in shifting control from one person to another but rather in reducing

discretion and making decision-making objective.

A very insightful example of the reversal of some sensible reforms
undertaken by the government in Balochistan in the early 2000s is provided
by the former IG Police, Balochistan, Tariq Khosa:'
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It is unfortunate that a sound legislative framework established by Police

Order, 2002-a100g with extending the writ of the state in the entire

province by replacing ineffective levies with a well-trained, fully equipped

police force, established in all 30 districts on Aug 14, 2007-was frittered

away at the altar of expediency by tribal political chiefs and a scheming,

power-hungry bureaucracy. The resultant void in the absence of a well-oiled

law-enforcement machinery has seen sectarian and militant outfits proliferate

in lawless regions of the vast province. Civil armed forces and military cannot

be a substitute for a long-term and enduring law-enforcement framework.

Pakistan has the dubious distinction of being one of the 10 most lawless

countries according to the World Justice Project's 2016 Rule of Law Index.

Our companions are Venezuela, Cambodia, Afghanistan, Egypt, Cameroon,

Zimbabwe, Ethiopia, Uganda, and Bolivia.

Such a situation is all the mote puzzling in the context that Balochistan has
been facing gtave secutity and law and otdet ptoblems, to put it mildly,
for quite a long time. The police, which is in charge of internal security,
is missing from areas outside Quetta and it is the Frontier Constabulary,
a border security force, which has been heavily involved in combating

nationalists, extremists, and sectarian elements. A lack of political consensus
on converting levies' (an irregular force under the conttol of tribal chiefs)
districts to police districts has perforce obliged the FC to assume these
duties. This is, however, by no means a sustainable or desirable situation.

The police force is, in general, held in vety poor esteem but there is
one specialized police cadre that commands high respect for its efficiency,
integtity, and courteous service with courtesy to the public: the National
Highway and Mototway Police (NHMP). It is, therefore, instructive
to learn lessons ftom this highly successful example of reforms which
have remained in place even after two decades under different political
dispensation. A founding IG of the Highway Police, Iftikhar Rashid,'
explains the reasons for its success and why this example has not been
emulated in the police forces in the ptovinces:

In 1997 the Government tasked me to raise a[n] efficient and honest force
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for the newly constructed Motorway from Lahore to Islamabad. Due to
time constraint, fresh recruitment was not possible therefore all provinces

and other territories were asked to provide serving traffic policemen on
deputation. It was no surprise that semi-literate, routinely trained and
unwanted policemen were provided for the proposed model force. To the
bewilderment of everyone it was this lot of rejects which pioneered a unique
policing culture on the motorway which has weathered the vicissitudes
and turmoil of the last twO decades. This practical demonstration of

metamorphosis shatters to pieces all theories of reforming police through
better pay, good recruitment, adequate resources, and training ... The rneory
of good recruitment is not applicable as a reason for the acknowledged good

performance of the Motorway Police, based on public service.
A pivotal factor in the performance and conduct of MotolVlay Police

was unity of command, There was no magistrate and police officers were

empowered. In my judgment the main reason for police high-handedness,
corruption and failure is dual control. It is essential that authority and
responsibility must be inculcated in each individual, to ensure good results.
Formal training was dispensed and the subject taught to the trainees was

Public Service, Practical training was given in first aid, minor repair of
vehicles, rescue procedures, and handling all conceivable situations where a

commuter in distress needed help.
It is perceived that in our part of the world it is neither possible to

establish Rule afLaw nor have a palice force free of nepotism, corruption,

and apathy. Probably for the first time in the history of Pakistan these
accepted norms were torpedoed on the Motorway and law was applied to
all motorists, When the public saw generals, judges, inspectors, and ministers
being prosecuted rhey were pleased and starred abiding [by] rhe law. A
crucial factor for the success of MotolVlay Police was complete delegation,
blind trust, and full independence of action. Within a few months the force
started performing and responding to the beck and call of their officers.
Alongside delegation and trust, speedy and stringent accountability was
ensured far any misdemeanour established. This was possible because every

officer knew his subordinates intimately and there was tremendous peer
pressure for efficient work. Over and above all this was the fact that in all

matters IG Motorway was the final authority.
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One of the key ingredients identified in the SUccessof the National
Highway and Motorway Police was its emphasis on training. Unlike the
military, where only outstanding officers with high potential ate selected
for instructional assignmenrs, the faculty at the police training centres and
the academy were for the most part the problem: children or rejects from
the main cadre. Instead ofJooking forward to the opportunity of positively
inf1uencing entire generations of future police officers, the faculty regarded
rheir posrings as a cruel and unusual punishment. This had a perceptible
impact on rhe morale and motivarion of young officers who began rheir
careers by learning ro become cynics. Rather than demonstraring energy
and commitment to serve the public, they followed the wrong path set by
their seniors.

Police officers were engaged in illegal acquisition of property, making
deals with local businesses, manipulating cases, and living beyond their
means. The senior officers were protecting and facilitating corrupt and
servile subordinates, acquiring property, and accepting hospitality from
local norables in exchange for favours. This in rum meant that the
restraining influence of a clean officers' corps upon the intermediate and
lower ranks of the police significantly diminished."

As long ago as 1986, a survey of 21 ,000 respondents found rhat the
police was considered the most corrupt institution in Pakistan, with only
43 per cent of 21,000 respondents willing ro turn to the police for help in
the event of encountering a personal problem.'

The internal structure and processes have much to do with this OUtcome.
Unlike the commander of any armed force, the inspector general of police
being the commander of the force couldn't do much even when aware of
malpractices among his subordinate officers. He had no legal authority and
no powers to discipline them as it was either the Establishment Division in
the federal government or the home department in case of the provincial
officers who enjoyed these powers. The home secretary could also overrule
his decisions in regard ro postings and transfers, one of the tools frequently
employed by politicians to get officers of their choice posted to their
districts. It was reported by a former IG Police: 'A senior police officer in
Punjab told me thar around half of the 648 starion house officers (chiefs of
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local police stations) in the province are chosen by local politicians through
influence on the Punjab Government, to serve their local interests.'
As recently as 2016, inquiries were held against senior police officers

of Sindh into the recruitment and promotion. transfers and postings,
procurement, purchase of uniforms, CC1V cameras, arms and ammunition,
and investigation and security. These inquiries revealed massive corruption

in the police department.
The siruation skerched above was not limited to Sindh alone but was

equally applicable to Balochistan. Chief Justice Anwar Zaheer JamalilO

remarked--during the hearing of a corruption case against Balochistan's
former food minister-that 'they were living in a country where police
stations were auctioned and the officials appointed there were earning huge
amounts of money'.
The root cause of this dismal performance of the police can be traced

back to the weakening of the institutional architecture, starting with
recruitment to the central superior services and ending in the increasing
politicization of the police. A retired civil servant, Saeed Khalid,11 sums
this up to a nicety:

Today's administrative service is a mere shadow of the powerful structure

inherited in 1947. Bit by bit, irs power was diluted to the benefit of the

rulers. They like nothing better than a weakened permanem bureaucracy

to serve at the master's whims.

Those at the helm never seem (0 realize that weakening of the

administration---districr management or the police service-also means

weakening of the state writ and inevitable deterioration of law and

order, accompanied by a phenomenal rise of mafia rule. If weakening

of civil structures means rule of assorted gangs then the cost of pushing

the bureaucracy against the wall is not really worth it, How can anyone

run police, education, healrh or other government departments when

elected representatives exert their energies on gening teachers and officials

cransferred or try (0 block those very transfers?

Our worthy ministers, MNAs, and MPAs are least concerned about rule

of law in their constituencies as long as their own interests are safeguarded. If
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the police exercise their duties, political heavy-weights are ready to sponsor

raids to free the offenders from police custody.

Another issue that needs careful artention is review of rhe mandares, legal
powers, and capacity of the existing law enforcement agencies. Given
the constraints of human. financial, and organizational resources it is
better to have fewer but capable and effective institutions by eliminating,
merging, and/or expanding rhe mandates. There appears ro be overlapping,
duplication of efforrs, parallel intrusion resulting in turf-barrles and
rivalries, frittering away of scarce resources, and inadequate manpower

which all benefit the criminals and mafias at the expense of security and
order. We should be mindful of rhe experience of rhe 1970s when Z. A.
Bhutto, disgusted with rhe performance of the existing law enforcement
agencies, created the Federal Securiry Force (FSF). In rhe words of
General K. M. Arif:12

Bhutto created parallel institutions that can do his personal bidding. One

such institution was the rederal Security Force (FSF) which became a

'dreaded and detested' organization. It had earned notoriety for clandestinely

committing acts of violence and terror. The government then attributed

those misdeeds CO the opposition. h is inimical that Mr Bhutto's handpicked

Director General of FSH Mr Masood Mahmood, turned approvcr in the

murder case against Mr Bhutto. He confessed that he was mentally scared

of the vindictive nature of Mr Bhuno. The Prime Minister made life hell

for those who did not fall in line with his desire.

General Zia might nor have had political ambitions in September 1977.

He decidedly developed them soon thereafter.

COUNTER-TERRORISM

Pakistan has suffered over 30,000 casualriesof civilians and law enforcement
and security agency personnel, and has losr over $123 billion in fighting
insurgency in the FATAand other pans of Pakisran.
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Notwithstanding the huge proliferation of law enforcement agencies
in Pakistan, none of them is mandated or equipped to tackle the growing
menace of terrorism and violence unleashed by the extremist elements. The
police force was not trained for counter-terrorism.

The National Action Plan, which was devised in the aftermath of the
Army Public School, Peshawar mayhem, was the first concerted effort to

launch a multi-pronged attack to counter the influence of terrorist groups,
their sources of financing, and their links. One of the requirements was the

fotmation of a strong National Counter-Terrotism Aurhoriry (NACTA)
which would coordinate the intelligence from all the various agencies and

act as the nodal point for action including the surveillance of the banned
groups. There is very lillIe evidence to show that the activities of the banned
groups and othet jihadist and sectarian organizations have been curbed
to any substantial degree, or that the distribution, dissemination, and

propagation of hate material and speeches have been curtailed, and funding
and communication networks (appeals for and collection of funds) are
again on the rise. Reforms in the criminal justice system and civilian armed
forces, the police in particular, are yet to be undertaken.

Imtiaz Alam, 13 a senior journalist, gives his assessment:

We are yet to see the establishment of a rapidly deployable counterterrorism

force. except the army. doing the job allover. Banned outfits cominue to

dominate me streets of Pakistan since they somehow are still not considered

'bad Taliban', and the Afghan Taliban are yet to be pressurized enough to
either opt for a ceasefire and negotiate or leave, despite the COAS' strict

prohibitive directions which he unequivocally issued in July.

Without a peaceful neighbourhood and cooperative neighbours we

cannot even defeat our own terrorists who are freely available in the free

terrorist markets to be hired to commit crimes against the humanity.

Therefore, even if you fully implement NAP, without peace with neighbours,

terrorism cannot be defeated without joint efforts by Pakistan, Afghanistan,

Iran, India, Cerreral Asia, China, Russia, and Nato. The continuity of the

democratic dispensation and war-tested commander is essential-but with

a changed security paradigm for a peaceful neighbourhood.
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Similar views were echoed by a former DC FlA and IC Police, Tariq
Khosa:14

Counterterrorism and countering violent extremism are essentially law-

enforcement domains in which the police should play the lead role, with

civil armed forces, intelligence agencies, and military playing a support role.
It is teamwork that wins wars. Turf battles and information silos do not

strengthen the state and democratic institutions. In fact, since 2015, a federal

civilian intelligence agen<..)'has been instrumental in giving great support
to the provincial CTDs in identifying, locating and arresting terrorists. No

one can perform a better job than the police at the grassroots in the state's
fight against militancy. The essential point of NAP regarding reforming
the criminal justice system has been sadly ignored by the federal and

provincial governments.

Imtiaz Gul15 seriously questions whether, under these circumstances,
citizens can ever count on the hope of restoration of the rule of law and

justice for all:

Events of the last few months only inject a sense of despondency and
helplessness, prompting even people like us to wonder whether issues such
as moral integriry, transparency, and the rule of law should at all be discussed
in this country, where the mighty ones get away with broad-day murders
while the weaker ones are made to pay even for small deviations from law,
a country where tax frauds worth billions by the elites go unpunished and
are vehemently defended by cronies, while the honest and powerless ones
are made to run from pillar to POStto extricate themselves from the clutches

of the corrupt bureaucracy.
A country for the rich and influential politicos, journos, generals and

their legal associates indeed.

The same refrain is repeatedly and periodically echoed. If rhe newly
formed agency for counter-terrorism is to be drawn from the existing
police force and shaped and srruclUred along the same lines, there is
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not vety much that can be expected from it. Aftet all, the civilian police

have lost theit capacity ro deal with law enforcement and maintenance
of order, and that will continue unless measures are taken ro completely

end political interference in administrative matters of appointment,
training, promotion, and posting. If this malaise is not remedied the
government will have to continue to rely upon the civilian armed forces-

the Rangers and the Frontier Constabulaty-in order to bring an end
to the activities of the terrorist -criminal nexus. Their record speaks

for itself.
In Karachi, for example, the law and order situation got out of control

in 2013, the deadliest year on record, with 2,700 casualties, mostly targeted

killings and a large number of businesses moving out of the city ro the
north to avoid unbearable extortion rackets. The Anti-Terrorism Act was
amended to give special policing powers to the Rangers to detain suspected

high-profile criminals and terrotists for a period of 90 days. Raids were
organized by the Rangers without taking the police in confidence. The
latter precautionary step was taken because certain police officers and
ranks were suspected of having affiliations or sympathies with one political
party or the othet which, in turn, had dose links with the criminal gangs,
land and water manas, terrorists, and extremist groups. The extortion and
ransom fot kidnappings, the media alleged, was divided as the criminals
received protection from both the terrorist groups and the political parties.
The Sindh government was always found to be reluctant whenever the

question arose of extending the services of the Rangers for another quarter.

Newsline,16 the magazine, reported:

a confidential report presented to the Army Chief last year revealed that

there was a nexus of politicians, government officials, and the police with

rerror networks like Al-Qaeda, the TTP, and Lyari gangs. It was alleged
that terrorists were working with officials in the Sindh Building Control

Authority (SBCA) to collect extonion money.

It was this briefing which led to the decision that the war against

militancy in Karachi and elsewhere could not be won without breaking

this nexus and eradicating corruption.
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The Rangers were enrrusred the task of cleaning up Karachi and getting tid
of the criminals and differenr factions of the TIP who provided protection

to them in exchange for a share of the loot, extortion, and ransom money
collected. Since the last thtee years, Karachi is once again calm and peaceful
and life is back to notmal. A conscientious IG Police wanred to establish
the writ of the Police in the province so that the Rangets could go back to
their duties but he has been stymied by his political bosses.

It was also reported that rhe Punjab Governmenr was also relucranr ro
confer rhe policing powers ro rhe Rangers and insisred upon joinr teams
drawn from rhe Elirc Police of Punjab and the Rangers. It was only when

rhe army announced the Operarion Zarb-al-Fasad that the Governmenr
yielded to this demand of the Rangers.

PROSECUTION

The Prosecution Service became independenr in the early 2000s as a
follow up to the police refotms in which the functions of watch and ward,

investigation, and prosecution were unbundled. The provinces passed
Criminal Prosecution Service aets to establish 'an independent, effective
and efficient service for prosecution of the criminal cases'. A prosecutor
general, appoinred by the chief minister, heads the service. He is assisted

by a hierarchy comprising additional, deputy, assistant ptosecutors general,
and district prosecmors with their own battery of prosecutors. A prosecutor
has to formally approve a case for ir to go forward to trial. This requires
him to scrurinize case files so that legal lacunae, if any, are addressed before
they come to court.

Depending upon the level of the working telationship berwcen a
prosecutor and investigator, if the preparatory work is done collaboratively,
it results in eventual success at (he trial. In most cases, adversarial relations,
rhc 'pass the buck', 'blame rhc orher' syndrome prevails wirh very negative

results. Prosecutors blame the investigators for poorly recording, storing,
falsifYing, and losing critical pieces of evidence rhat can help in establishing
that the offence wa'i committed. Crime scenes, even in important cases such



ADMINISTRATION OF JUSTICE 401

as the assassination of Benazir Bhutto, are washed away or contaminated.

Investigators think that the prosecutors do not make sufficient effort or
take adequate intetest in familiatizing themselveswith the nitty-gritty of rhe
case enabling them ro satisfYthe questions raised by rhe opposing lawyers
or the judge. They somerimes do not raise the appropriare atguments thar

would have strengthened the case.
A well-respected police officet, M. A. Nekokara, had the following

comments to offer on the nature of the relations between the prosecution

and rhe police:

Training of investigators, a functional and professional relationship

between police and prosecutors, and a leading role for the judiciary would

significantly help reduce the use of illegitimate and violent tactics by police

to control crime17

An equally troubling aspect is the disconnect between its various actors

including the police, judiciary, lawyers, prosecution, and prison personnel.

This disconnect is very evident in incidents such as lawyers assaulting

police investigacors and judges of the lower courts. This creates pressure

for other important actors of the system. The courts blame the police for

defective investigation and lawyers for seeking endless adjournments. The

lawyers complain of poor training, low rewards, and insufficient facilities

in the courts. Police officers grumble about the difficult standards set for

evidence collection; non-availability of witnesses; the dearth of witness

protection programmes; and ridiculing and humiliating behaviour in court.

Prosecutors bemoan their status as 'poor relatives' of the CJS. This generates

a narrative which has a paralysing effect on the wheels of justice.

Importantly, it pushes people towards desperation instead of giving them

hope.18

This dysfunctional relationship has serious social and legal cosrs: rhe
acquittal of terrorists) conviction of the innocent, and fast-tracked justice
for the powerful and inordinate delays for rhose with no connections.
It was heartening to see that a code of conduct for prosecutors has been

prescribed.I'Some of the guidelines, reproduced below, make a lor of sense:
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(a) Prosecutors must cooperate and coordinate with police to ensure

fair and jusr prosecurions. This would enrail guidance ro police
regarding possible lines of enquiry, evidenrial requiremenrs, and
pre-charge procedures.

(b) To assisrpolice and orher invesrigarors ro complere the invesrigarion
wirhin a reasonable period of rime and ro build rhe mosr effecrive
prosecution case,

(c) The decision to prosecute is a serious step that affects suspects,
victims, witnesses, and the public at large, and must be taken with

the utmost care and caution after a review of the police case once it
has been finalized.

(d) Acquainr rhemselves wirh rhe facrs and circumsrances of rhe case
and work ro ensure rhar rhe righr person is prosecured for rhe righr
offence and no one else.

(e) Ensure rhar rhe law is properly applied. rhar relevanr evidence is
placed before rhe courr and rhar obligarions of disclosure are mer.
Prosecutors must also consider whether trial is the best solution.

(0 Lawfully direer a police officer ro recrilY evidenrial weaknesses ar
any stage of the investigation; ensure forensic analysis of items
collecred, addirional evidence collecred, follow a line of enquiry,
provide additional informarion about the collection of evidence and
additional information about the circumstances of a witness, and
explain why a key wi mess was not examined.

The prosecution should have a significant impact in terms of
deterrence of crime and/or boosting the community's confidence
in the rule of law.

If this code of conduct is fairhfuUy adhered to, most of rhe problems
identified above are likely to disappear aod the criminal justice system wiU
be rejuvenated. However, like other laws. rules, and codes on the books. the
disconnect between what is prescribed and what is practised remains wide.

One of rhe lingering problems, notwithstanding rhe creation of this
independent service, is that the incentive structure for the induction of
talented young lawyers into the service remains unattractive. Criminals
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have sufficient financial muscle to hire eminent lawyers to defend them.
In addition, they have contacts, professional standing, influence, and
outreach to quash the efforts of young, low-paid government lawyers'
attempts to aggressively build up a case. Even those who do not engage
in any malpractices are poorly trained and inexperienced, and not fully
on the top of investigation methods and material. The situation is further
aggravated by some members of rhe lower judiciary who are alleged to enjoy
a bad reputation for accepting bribes or favours and entertain sifarish from

influential individuals.

PRISONS

Prisons are overcrowded, with under-trial prisoners accounting for over
80 per cent of the prison population. According to rhe sratisrics compiled
by rhe leG" in 20 I0, only 27,000 of roughly 81,000 prisoners have been
convicred. The capaciry of rhe major prisons in Lahore was 1,050 but ir
held 4,651 prisoners. In Sindh, prisons held 18,234 prisoners, twice their
capaciry of9,541, among them only 2,641 convicts. Only 155 prison vans
were available to ferry 13,000 prisoners to court. Prisoners are seldom
transported to the couttS on the date of their hearing.
The conditions in the prisons are abysmal, and prisoners' rights

regularly violated. Those without any means remain in jail for several
years and the trials keep dragging on. 'The generally barbaric and
brutal behaviour of the jail staff produced hardened criminals instead of

repentant sinners.'21
On the other hand, those with financial resources or political connecdons

lead a comfortable life and are frequently transferred to the private wards of
hospitals on the basis of fake medical certificates furnished by the jail staff.
There are allegations that these rich prisoners have an untestricted flow of
visim[s and other luxuries such as food from home, air-conditioning, 1V 5,

and other amenities ptovided to them in jail.
Prisons have become a hotbed of criminal acrivities from where

operations are planned and managed, facilitated by mobile phones
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and a generally permissive environment. They have also become major
recruitment grounds for jihadi organizations.

A taid on the Karachi Central Jail by officials of the Rangers and
the Frontier Constabulary uncovered a latge number of banned items.
According to newspaper repons,22 they confiscated millions in cash.
hundreds ofTY sets, 100 mobile phones, 400 cigarette packs, 45 daggers
and knives, speakers, remote controls, memory cards, LCD screens, scissors,
and fivepackets of heroin. The raid took place alter two hardened terrorists
belonging to the banned Lashkar-e-Jhangvi escaped from the judicial
complex within the jail. It was teported that security is so lax that the
prisoners are able to communicate using their mobile phones with the aid
of anti-jammer devices and the jail staff. Some of the terrorist attacks are
believed to have been planned from within the jail.

The lCG, in its report," has sketched the following picture of the prison
system in Pakistan:

A corrupt and dysfuncrionaJ prison system has contributed to-and is a

manifestation of-the breakdown of the rule of law in Pakistan. Heavily

overpopulated, understaffed. and poorly managed, the prisons have become

a ferrile breeding ground for criminality and militancy, with prisoners

more likely to return to crime than to abandon it. The system must be

examined in the Context of a deteriorating criminal justice sector that fails

to prevent or prosecute crime, and protects the powerful while victimizing

the underprivileged. Yet, while domestic and international actors alike are

devoting more resources to improve policing and prosecution, prisons
continue to be largely neglected.

Pakistan lacks a systematic program for the capacity building of prison

staff, while existing regulations on postings, transfers, and promotions arc

frequently breached because of nepotism and political interference. Given

weak accountability mechanisms for warders and prison superintendents,

{Qnure and other brutal treatment are rampant and rarely checked. Moreover,

with outdated laws and procedures, bad practices and poor oversight, the

criminal justice system is characterized by long detentions without trial. As

a result, prisons remain massively overcrowded, with nearly 33,000 more
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prisoners than the authorized capacity.The large majority of the total prison
population-around 50,000 out of 78,OOO-are remand prisoners awaiting
or on trial. With more than twO dozen capital offences, including many

discriminatory provisions that carry a mandatory death penalty, the death-
row population is the largest in the world. though the current government

has placed an informal moratorium on executions.
Circumventing the justice system, the military has detained thousands

of people, ostensibly suspected of terrorism but including thousands of
political dissidents and others opposed to the military's policies, especially
in Balochistan,Khyberpakhtunkhwa(KP),and ,he Fede,allyAdministered
Tribal Areas (FATA). Its methods include torture, collective justice, and

extrajudicial killings. By swelling public resentment, such practices are
more likely to create terrorists than counter them. Instead of establishing
parallel. unaccountable and illegal structures, countering militancy requires
the reform of a dysfunctional criminal justice system. The separation of

low~level offenders and suspeCtS,particularly impressionable youth, from

the criminal hardcore is particularly urgent.
Like the police and courts, the prison system is a major contact point

between citizen and state, reflecting the public's access to justice. Major
reforms are necessary to restore public confidence in the government's ability
to enforce the rule of law while protecting the rights of all citizens. The
government should allocate the necessary human and financial resources
and meet its obligations under these international treaties, so as to ensure
that torture and other ill-treatment of detainees are stopped and that officials
and institutions responsible for such practises are held accountable. If
Pakistan's prison system remains brutal, opaque and unaccountable, it will
continue to aggravate rather than help resolve the country's major internal

security challenges.

SUMMATION

J. M. Buchanan" has surmised rhat the rule of law is not a public good
but social capital. A public good can be provided by the government



406
GOVERNING THE UNGOVER."l\JABLE

whenever it wants to do so. Social capital will have to be built over time,
and that involves numerous actors in the society. starring from the police
and judges, ro lawyers, the governments, civil society, and the people
at large.

As I showed in the chapter 'The Society', it would take some time to
build social capital in Pakistan. In the meantime, efforts should be focused

on improving the public good aspects of the administration of justice. The
key components of this chain-the police, prosecution, and prisons-are
malfunctioning in themselves but the relationship between the police and
the magistracy has degenerated into collision as well. The end result of
this ceaseless tussle between the police, prosecutors, and the COUrts is the

low conviction ratc. A low conviction rate, in turn, has very little deterrent
effect on the criminals or likely offenders, giving them the impression

that they can get away scot-free. M. A. Babakhel" elaborates this point in
relation to terrorism:

The low conviction rare in terror caSes has eroded the confldence of the

community in the criminal justice system. However, an increase in the

conviction rate is not possible without the cooperation of wimesses. In a
society where wirnt:'sses ft:d in'secure, how can judges be expected ro convict

terrori,Sts?The ultimate neneficiaries here arc extremists.

Another major problem is the generally abysmal quality of the members of
the legal fraternity. Standards are lax, exams often a formality, and it was

observed by many interviewees that a large number of lawyers are almost
as dishonest as the criminals and policemen with whom they interact. The

results are an expanding circle of alienation of the credibility of the national
justice system.

The principal reason for the decay of these institutions is that they
have fallen prey ro the machinations and manipulations of politicians and
well-tn-do sections of society. There arc two standards: one for the rich,
privileged, and well-to do; the other, for ordinary citizens. Law and order

and security cannot be entrusted on a permanent basis to the civilian armcd
forces a, it is not their duty. Continuing deployment of the military will
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not only thin out its resources but will also unnecessarily embroil it in the
needless political controversies.

The government, in its larger interest, and politicians co rehabilitate
their credibility, have ro assume full responsibility and desist from political
interference in policing. The solution lies in ensuring that the rule of law
prevails in the opetation of a fully accountable and neutral police force
which is insulated from all extraneous interference.

As an immediate measute, the police chiefs should have legally ensured
tenures with total operational autonomy, including powers to post, transfer,

and take disciplinary action against those engaging in malpractices and
malfeasance or neglecting theit duries. Financial reSOutcesshould be made
available so that each thana has its own budget and does not have to rely on
the complainants or others co enable them to make their visits and conduct
interrogation. Forensic and modem investigation tools should be adopted
as early as possible because cases which do come to cout! often full at the
evidence stage because the process of evidence gathering and case building
is weak. Criminals then are acquitted, which in turn scares off potential
witnesses from testifYing. Crime scene management techniques, including
forensics, have to be gradually brought in to match global standards. The
process of collecting DNA and other evidence, and the analytical and
investigation ptocess need to be bolstered.

The prosecution service in Pakistan needs improvement, as well as
analytical and technical support. Like all govemment employers, those in
the prosecution and invesdgation service are not paid sufficiently, making it
difficult to attract the necessary talent. More training, modern technology,
and technical assistance are needed. There is need for an institutional
arrangement at the provincial and dimict levels to watch and evaluate the
performance of the entire chain of judicial administration. Punjab and
Sindh need to reinvigorate and amend Police Order 2002 along the lines
of the KP Police Order 2016.

The sysrem of administration of justice has to be strengthened
throughout its entire value chain. Simply tinkering with one component
without fixing the others would hardly produce any tangible results. The
need for greater coordination among various agencies is not so strongly



408 GOVERNING THE UNGOVERNABLE

compelling as is in the case in the police, prosecution, prisons. and lower
judiciary. District level committees, headed by the Deputy Commissioner!
District Magistrate, should be empowered to monitor and take remedial
measures. Citizens' easy and inexpensive access to basic justice and rule of
law is one of the most powerful tools for restoring trust between the state
and the ordinary citizen. This growing trust and satisfaction will act as one
of the glues that bind the forces of good democratic governance together.
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The Role of External Actors

ManyPakistanis and a large number of foreign observers are
strongly convinced that from its birth Pakistan has been

propped up through external assistance. In the formative srages,
the Pakistani leadership made a deliberate choice to ally with the US.
Liaquat Ali Khan, the first prime minister of Pakistan, was invited by the

Soviet Union but decided instead to visit the US. During the Cold War,
the US was seeking allies in Asia and the Middle East and found a mutually
convenient arrangement in forging an alliance with a newly established
country that was seeking sustenance and struggling for survival. As was

pointed out in Chapter 3, there was a widespread belief that the partition
of/ndia was a hasty and unfortunate decision by the British. The massive
displacement and migration-involving 10-12 million people from one
country to the other-combined with widespread violence, killings, and
atrocities against Muslims in India, and the Sikhs and Hindus in Pakistan

was a tragedy greater than the world war. The numbers of lives lost vary
between several hundred thousand and two million.

Pakistan, the newly established country-divided in two wings and
physically separated by a thousand miles of Indian territory-with its poor
resource base and backward population was not considered economically
viable. The popular narrative was that sooner rather than later it would
have to reunite with its much larger neighbour, India. In the meantime, a
heavy cost would have to be paid for this unnatural experiment in political
engineering, resulting in untold human misery. The proposal of the last
viceroy of British India, Lord Louis Mountbatten, to have a single governor
general for the two countries during (he transition was not acceptable to

M. A. Jinnah. Under this proposal, the British Army would remain united

410
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for some period of time. Jinnah was quite clear in his mind that he and
his party wanted to completely sever Pakistan's umbilical cord from the
British Raj, particularly as the Muslim League did not trust Mountbalten.
It is highly speculative whether the bloodshed in the afrermath of Partition
could have been avoided if there had been a unified military command and
control structure in place.

Soon afrer Partition, the question of the accession of the state of
Jammu and Kashmir became a serious bone of contention between the
two countries. A majority Muslim state lUled by a Hindu maharajah
should have become a part of Pakistan on the principle followed for the
partition of British India. The maharajah however decided to accede to
India, causing uproar in and a strong rera!iatoty action by Pakistan. The
first war between India and Pakistan in 1948 resulted in a division of the
state of Jammu and Kashmir, with Gilgit-Baltistan and several diSllicts
adjoining Pakistan captured by Pakistani troops while a larger territoty
remained under Indian occuparion. The seeds of hatred between the
two countries sown by Partition were further nurtured by this dispute
which has continued to sour relations between the two countries even
afret the lapse of seventy years. The asymmetric economic and militaty
power calculw; forced Pakistan to align itself with the US with the twin
objectives of strengthening its economy and modernizing its militaty.
Pakistan became a willing and active member of SEATO in 1954, along
with Thailand, the Philippines, the US, the UK, France, AUSllalia,and New
Zealand. The purpose of the organization was to prevent communism from
gaining ground in the region. In 1955, Pakistan joined the Central Treaty
Organization (CENTO) or rhe Baghdad Pacr, whose other members were
Iran, Iraq, Turkey, and the UK One of the aims ofCENTO, formed at the
behest of the UK and US, was to counter the threat of Soviet expansion
into the vital Middle East oil-producing region.

Pervaiz Iqbal Cheema points out the differences in the expectations of
the US and Pakistan in becoming members of these alliances:

The implications and consequences of me choices Pakistan made in entering

into alliances with the US and getting entangled in the Cold War were not
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fully understood. Pakistanis thought that they were entering into alliances

with the US in the belief that when their security was threatened the US

would come for their help. There was huge disappointment when the

Americans imposed an arms embargo in its war of 1965 and did nor do

anything to stop India from taking over East Pakistan in 1971. Under the

alliances between the two countries the Americans had not committed or

contemplated the deployment of the US troops or authorized the use of

American supplied equipment for this purpose. Although Pakistan withdrew

from the formal membershipof the CENTO and SEATOin the 1970s, it
came to play once again a very decisive role as a front line state in the US

attempts to oust the Soviets from Afghanistan in the 19805 and later in the

War against Terror after 9/11. Pakistan got a rude shock once again when

the US, after the withdrawal of the Soviets from Afghanistan, invoked the

Pressler Amendment to suspend aid to Pakistan on the plea it had refused

to abandon its quest for nuclear capability.!

Pakistan's arch rival, India, under the leadership of Jawaharlal Nehru,
chose to join Nasser of Egypt, Tito of Yugoslavia, Soekarno of Indonesia,
and Kwame Nkrumah of Ghana in forming the Non-Aligned Movement
(NAM). These leaders advocated a middle course between the Western and
Eastern blocs during the Cold War, bur were wedded to the principles of
anti-colonialism, anti-imperialism, and the like, and declared themselves
to be non-aligned to either bloc.

India's growing overtures towards the Soviet Union were in fact a reaction
to the US-Pakistan alliance and provided the Soviets an opportunity to
gain influence in India. The Soviets also expected that India's sratus as
a leader in the non-aligned movement (NAM) would allow rhe USSR
to bolster Soviet policy in the Third World. Following the 1962 Sino-
Indian war, rhe Soviets began providing massive military aid to India,
which culminated in a formal treaty of friendship and cooperation signed in
August 1971.

This division into two opposing camps, India in the Soviet camp and
Pakistan in the Western, and the continued rivalry between India and
Pakistan, has and continues to inform Pakistan's external relations.
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A corollary of this political alliance with the West was the warm
relationship between the Bretron Woods institutions and Pakistan,
particularly wirh the IMF. A significanr number of Pakisranis believe that
the two most powerful external actors guiding the country's economic
and foreign policy are the IMF and the US. How far the proposition that
nothing of substance happens in Pakistan without the acquiescence of rhese
two players holds rrue needs to be examined. We begin with the foreign
assistance flows.

FOREIGN ASSISTANCE FLOWS

Many analysts and scholars argue thar the availability of generous foreign
assistance has been the principal determinant of Pakistan's economic
success or failure and the country's fortunes vacillate with the ebb and
rise of the flows from external donors. T. V. Paul, for example, is of the
opinion that:

[The] geostrategic curse is at the root of Pakistan's unique inability to

progress. Since its founding in 1947, Pakistan has been at the centre of

major geopolitical struggles: the US-Soviet rivalry, the conflict with India,

and most recently the POSt 9/11 wars. No manee how ineffective the regime

is, massive foreign aid keeps pouring in from major powers and their allies

with a stake in the region. The reliability of such aid defuses any pressure

on political elites to launch the far-reaching domestic reforms necessary

to promote sustained growth. higher standards of living, and more stable

democratic institutions.2

It has been vehemently asserted by several Pakisrani and non-Pakisrani
scholars that the economic spurts witnessed in the history of Pakistan, i.e.
in the 1960s, the 1980s, and early 2000s, can all be attributed to the heavy
infusion of this money into Pakistan. In the 1960s, Pakistan was a CENTO
and SEATO ally and was closely aligned with the US in the Cold War. In
the 1980s ir acrively participared wirh the US in driving our the Sovier
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Union from Afghanistan, and in the early 2000s Pakistan was rewarded
for its front-line role in the war against terror. It was the recipient oflarge
military and economic assistance and that was the primary reason for the
economic turnaround during these periods. Notwithstanding this popular
perception, the empirical evidence does nor prove this assenion. The slow
growth periods of the 1950s, 1970s, 1990s, and rhe 2008-2013 period
were also marked by similar volumes of foreign aid flows. This point needs
to be emphasized and reiterated.

In the 1950s, Pakistan received huge military, civilian, and food
aid. Ir was the PL 480 imports of food from the US that kept hunger
in Pakistan ar bay. In the 1970s, Pakistan was granted (through debt
rescheduling) substantial debt relief; over two-thirds of the debt payments
of US$650 million, due during 1974-77, were waived. Western aid
through a consortium amounred to $700 million annually but in
addition, official grants and concessional loans (some of which were
subsequently transformed into gtanrs or waived) from oil-rich Arab
countries and the workers' remittances did not pose major problems
and financed the huge current account imbalances.' Between 1973-74
and 1977-78, commitments of assistance from Iran and Arab countries
totalled $1.2 billion, mostly on concessional terms. Pakistan was therefore
comfonably able to meet as high a current account deficit as 10.1 per
cent of GOP in 1975, followed by 7.1 and 7 per cent during the next
two years.

Parvez Hasan has calculated thar aid disbursements during the
mid-1970s were at a level far above that reached during the 1965-70 period
(average$600 million annually, which included flows to East Pakistan) after
allowing for international inflation. In the 1990s, foreign curtency deposits
of resident and non-resident Pakistanis in Pakistani banks, amounting to
$11 billion, were utilized ro finance external payments. These deposits, as
they had already been consumed, were then frozen in May 1998, causing
a huge liquidity and confidence crisis. This crisis spilled over into the
early 2000s.

The IMP, Wotld Bank, and the Asian Development !lank continued
to disburse loans amounting to several billion dollars between 1988 and
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1998, while Japan was the largest bilateral provider of concessional loans
and grants until the nuclear test of May 1998. In the post-2008 period, the
Kerry Lugar Bill authorized $7.5 billion of economic and military assistance
from the US to Pakistan for a five-year period (the actual disbursement
figure were approximately $4.6 billion). Multilateral banks and the IMF
increased the quantum of their suPPOrtwhile Pakistan became the largest
recipient of UK aid. Thus, higher volumes of foreign assistance have been
received in the post-2008 period but the average growth rate has hovered
at around 3 to 4 per cent. It can thus be seen that the periods of high
growth rates, i.e. 1960s, 1980s, and the early 2000s, did not receive any
exceptionally high foreign assistance flows in comparison to the 1950s,
1970s, 1990s, and the post 2008 years.4

Box 15. I presents the binary comparisons of the annual average flows
by the periods, regime rype, and growth ourcomes. The 1960s vs 1970s,
the 1980s vs 1990s, and 2002-08 vs 2009-14 comparisons show the
opposite results.

Mcartney5 finds no credible evidence for attriburing Pakistan's episodes
of growth to foreign aid inflows and circumstances emanating from the
global economy. In the early 2000s, 'using more rigorous econometrics
over a longer period of time, there seems to be little generalized evidence

that GOP growth in Pakistan has principally been of the [externally]
dependent variery'.

McCartney is of the view that acceleration of economic growth occurred
when the state successfully created conditions in which high profits Wete
generated for investors and credit was channelled toward them. Thus,
the hypothesis of high foreign assistance resulting in high economic
performance is not validated by the facts.

The data presented in Table 15. I indicates that foreign aid flows to
Pakistan have gradually declined from 7.4 per cent of gross national
income (GNI) in the 1960s to 1.3 per cent by 2014. Other aid dependence
indicators, such as aid as a percentage of total investment, aid as a percentage

of total import, aid as percentage of budgetary expenditure, and aid as a
percentage of development expenditure also show a similar tapering off
Net official development assistance includes all loans and gtants from
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multilateral agencies, bilateral government aid, and other donors of all
types. Therefore, rhe aid dependence hypothesis is nor borne our by actual
facts. The orher corollary is that Pakistan has received relatively more aid
during periods of the military rule which led to high growrh rates. This

correlation is also proved wrong if we compare the total annual average
flows computed in Box 1S.l. The popular myth thar Pakistan would cease

to survive economically in absence of these flows is contradicred by hard

evidence. The differential outcomes resulting in economic spurts and
slippages faced by Pakisran during its 70-year history have to be explained

by variables other rhan foreign assisrance flows.

Box 15.1

Period Govemmenttype Growth OU__
Annual .-age
Bows (million)

1960s V5. Military High growth $ 385

1970, Democratic Low growth $ 588

19805 vs. Military High growth $ 870

19905 Democratic Low growth 51.110

2000-2008 vs. Military High growth $ 1.653

2009-2014 Democratic Low growth $ 2,851

Table 15.1: Net official development assistance to Pakistan

Years

1960-68

1969-71

1972-77

\978-88

1989-99
2000-07

2008-14

Source: ~forld Bank Indicators

Perccnagc: of GIOIINational
Income

7.4
3.9
5.\

2.9

2.2

1.7

U



THE ROLE OF EXTERNAL ACTORS

Table I5.1a: Net Official Development Assistance to Pakistan
(in US million dollars)

Net aDA Flows and Transfers

417

1970 1980 1990 1999 2001 2002 2003
Net flows 433 1,021 1,228 1,071 1,622 1,066 1,247

Net transfers 369 819 778 263 525 511 596

Net flows! 4.3 4.0 2.9 1.5 1.7 1.5 1.5

National income

Net transfersl 3.6 3.2 1.9 0.4 0.8 0.7 0.7

National income

Table 15.2: Net Official Development Assistance
(from all sources; includes loans and grants)

(in US billion dollars)

Period
1952-58

1959-68

1969-71

1972-77

1978-88

1989-99
2000--2008

2009-2014

Source: World Bank Indicators

T01lI1 Bows

0.320

3.84';

1.175

3.525
9.574

12.206

14.877

17.106

Annual _rage

0.102

0.385

0.395

0.588
0.870

1.110

1.653

2.851

PAKISTAN AND THE INTERNATIONAL MONETARY FUND

One of the most misunderstood and controversial subjects in Pakistan's

popular discourse relating to the economy is its relationship with the IME
It is considered a sin to approach the IMF for assistance as this is perceived
to be an infringement of its sovereignty and dictation by an external
agency which takes its orders from the US and the Western powers. It is
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believed that if these powets, who hold a majority of the shares and thus
influence decision-making, ate happy with Pakistan then the IMF is soli:
in its conditions and increases the amount of assistance. In the event of its

being in their bad books, it becomes difficult to access those resources or
alternatively, the conditions are so unfavourable that it cannot meet them

and the agteement falls through. Khurram Husain, in his article on Pakistan
and the IMF, cogently sums up these petceptions:

Every time I tell someone that r am working on rhe history of Pakistan's

relationship widl the IMF, there is one question that always comes up: ...
'They say once a country borrows from them,' said one particularly keen

questioner, 'that COUntry can never repay the debt and remains in their

clutches forever; is it true?' ... The better ofF try and conncn it with some

imperialist ambitions: it is a rool of u.s foreign policy, used to reward (hose

who serve the imperial ma.~{ers and punish those who disagree. It engineers

the overthrow of govcrnmems and works in cahoots with the ClA.(,

Opposition parties consider any approach for assistance from the IMF as
a failure of the government of the day although they themselves do exactly
the same when they are in power.

As there are many misperceptions and misgivings about the IMF, it
might be useful at the outset to recapitulate its essential purpose and
practices. The IMF is a cooperative institution, with a membership of
developing and developed countries, established at Bretton Woods in 1945
to ptovide stability to the international financial system. Today, with 189
member countries, it has almost become a universal institution. It was
established to provide member countries shorr term balance of payments

support when they experienced temporaty liquidity shortfalls in meeting
their payments obligations. The right to access the Fund's resources was
governed by the individual countries' quota in the Fund. Upper tranche
releases were contingent upon a set of actions that would resrore the
equilibtium between inflows and outflows. Unlike its twin, the World

Bank, which is a long term development partner of developing countries,
the lMf comes into the picture only when a country faces dire short-term
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financial difficulties. The Fund's mandate has, however, evolved with the
passage of time in response to changing economic conditions, and now no
longer limits itself to short-term financing alone.

Pakistan has borrowed from the IMF 16 times since December 1958,
seven times during 1958-88 (three times during Bhurto's stewardship

notwithstanding his allergy towards the West and the US), and five times
since December 1988, i.e. five times during the Sharif-Benazir period,
twice by the Musharraf government, once by Zardari, and the most recently

by the PML-N government. Against this record, India has borrowed only
once in 1991 and never again, Bangladesh rhrice, and Sri Lanka twice
since 1990.

The principal motivation behind Pakistan's decision to approach the
IMF has been quick infusion of funds required ro sustain and support its
balance of payments when it was almost on the brink of default of external
payments. Other multilateral banks piggy-backed on the IMF programme
and provided quick disbursal loans. The IMF loan also implied a seal of

approval for seeking commercial and export credit facilities. The IMF thus
provides an anchor support and hence its relative imponance or notoriety.

However, Pakistan's track record in implementation has been patchy.
Sometimes reformist economic managers used the IMF programmes to
restrain and block the pursuit of populist policies by political leaders. The
IMF was also used as a scapegoat by politicians ro shift the blame for some
of the politically unpopular decisions to the pressures exerted by external
donors. The most common reason for the failure of the recommended
policy was the ascendancy of vested interests of those who were slated
to lose from the reforms and conditionalities of the IMF programme.
They were so powerful that they ensured thar rhese difficult decisions
were reversed, modified, or diluted to such a degree that their purpose
was nullified.

Adjustment was adopted as a short-term palliative measure rather than
introduced as a particularly desirable policy and direction of institutional

changes. Some cosmetic changes were made to mect the minimum
requirements and money drawn in the first or second lower tranches from

the Fund along wirh disbursements from other external donors contingent
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upon the Fund progtamme. The Fund was then taken to task fot its rigid
'one shoe fits all' apptoach, oblivious of the peculiar conditions prevailing
in Pakistan and its dogmatic adhetence to the neolibetal 'Washington

Consensus' ptescriptions which did not fit in with the ills faced by the
Pakistani economy. \X1hen the time came to implement tough structural
reforms that threatened to upset the apple-cart, the programme was

abandoned citing the above grounds.
Out of the ten programmes since 1988, only three wete successfully

completed, i.e. the 2000-01 standby agreement, the 2001-04 Poverty
Reduction and Growth Facility (PRGF), and the 2013-16 Extended Fund
Facility (EFF). All the other programmes were terminated prematurely and
therefore, Pakistan has earned the reputation of a 'one tranche' country.

It signs an agreement, agrees to the conditionalities, draws down the
automatic release of the first tranche, and then abandons the programme

either because the immediate crisis has receded Of the policy actions
required were politically difficult to implement. Ehtesham Ahmad and
Aziz Ali Mohammed,' both ex-IMF staffers, in their analysis have come
up with a very novel and interesting idea. On the analogy of oil revenues
giving birth to a Dutch disease for the producer countries, they think
that the Fund's role appears to have produced an effect similar to Dutch
discase in Pakistan. According to them, the Fund resources have provided

a continuing inflow of easy money that prevented a broadening of the
revenue base as well as hindered the accumulation of reserves through a
broadening of the export base. In this way, the status quo is maintained

and the impetus for structural reforms is negated.
There is an element of truth in the above line of thinking but it may also

be relevant to point ou{ that apart from the three programmes cited, full
disbursements of the committed amounts were not made by the IMF, as
found by the lEO" in its report on prolonged users. Duting the 1988-99
period, a large portion of the committed financing was not disbursed in

Pakistan because of policy slippages. The cumulative amount drawn by
Pakistan between 1958 and 2000 has been Special Drawing Right (SDR)
2 billion out of the total committed amount of SDR 4.1 billion. This
amount formed a small fraction of Pakistan's rotal revenues. Surely, such
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a small amount cannot be compared to a country characterized by the
Dutch disease such as Nigeria, where oil revenues account for 90 per cent
of the toral revenues.
The lEO report also acknowledges that there is difficulty in reconciling

the Fund's role as a ptovider of temporary balance of payments support with
the long term requirements necessary to undertake complex institutional
reforms necessary to achieve sustainability. Even the three-year facilities are

not congruent with the time span necessary for such reforms. Besides, all
the loans had to be paid back with interest afrer a certain interval of time.
Why has the lMF assumed such importance? Credir rating agencies,

fund managers, foreign investors all look at the state of IMF relations with
a country to assess its economic viability and make financing decisions on
thar basis. In the absence of a satisfactory seal of approval, they tend to be
reluctant to provide financing. There is a domino effect of suspension or
incomplete review by the IMF. Other multilateral and bilateral donors,
who agree to take patt in the financing package under the umbrella of the
Fund programme, also draw back. The country in question is thus caught
in a dire situation with a balance of payments crisis at hand with no relief
in sight. This particular aspect of the IMF's dominance in international
financial relations has been widely criticized by developing countries. The
recent ruptute between the EU and the lMF on assistance to Greece shows
that the problem is no longer confined to the developing countries but also
affiicts developed ones.
On the othet hand, prolonged association with the lMF shows that an

economy is suffering from chronic ailment and has not been able to heal.
This carries a stigma in the international financial markets, which become
reluctant to provide financing to such lMF-dependent economies. The
sooner a country is able to sever irs financial programmes from the IMF,

the better off it is in signalling that the economy has become normalized
and is healthy.
It is wrong to place all the blame on the lMF and plead helplessness.

Skilful and adroit management of relations with the organization by
the policy-makers can indeed bring enormous benefits to Pakistan. For
example, the September 2000 agreement was carefully designed to bring
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about enduring change in Pakistan's debt profile. It was determined,

after cateful analysis, that rathet than approaching the IMF every thtee
years or so for a rescheduling of money flows, stock re-profiling should
be sought that would align debt payment capacity with the new profile

of payment.s.

1t \\'a5 quite clear from rhe outset that the implementation of the fund
conditionalities, a prerequisite for debt re-profiling, would not be easy and
the people of Pakistan wuuld have to endure pain in the short tetm. The

idea was that after undergoing this period of tribulations and averting the
payment crisis, Pakistan would emerge on a stronger economic footing and

regain flexibility in economic decision-making. The authorities would no

longer have ro run to the IMF ot the US government with a begging bowl
every now and again to hail them out of one crisis after another. This was

the objective wi th which the standby agreement of 2000 and the Poverty
Reduction and Growth Facility (PRGF) agreement of2001 were negotiated

with the IME
As the agrccmt'Ilrs with the IMf remained on track and the performance

was impre»ive, the Paris Club-a group of officials of bilateral creditors-
agreed to re-profile the entire srock of external bilateral debt of $12 billion

on a long-term basis. The grace period for the re-profiled debt was fixed at
1') years and the repaym<:ntperiod was extended ro 38 years, Thus, in terms
of net present value, the stock of the debt was reduced by a third. This
treatment was exceptional and only four other countries had received such

a generous packagl'. Pakistan was no longer obligatcd {O negotiatc further

debt-rescheduling agreements with the IMF. At a go, it was able to find a
pc.::rmanenr and durable resolution of the bilateral cxternal debt problem

by cutting back on bilateral debt. Those who argue that debt re-profiling
simply postpones the D-day are seriously mistaken. The paymcnts due

aftcr the next 15 years will be miniscule in relation to Pakistan's expanded

earning capacity.
This was one of the first of this kind of debt stock restructuring

undertaken by Pakistan in place of the traditional rescheduling of flows
nomully carried out under IMf programmes without altering the basic

structure. Theretc.He, the sense of despair and helplessness, and alluding
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to the asymmetric power relationship between a strong lender and a weak
borrower can be negated by examples of this kind.

The other objective of the 2000 and 2001 programmes, besides debt
reduction, was building up foreign exchange reserves.These reserves,which
wete $1.5 billion in January 2000, jumped almost threefold to $3.5 billion
by December 200 1, stemming from a speculative attack on the rupee. The
programmes had the effect of stabilizing the currency and calming the
foreign exchange markets.

At the end of September 2004, the termination date of the PRFG with
the IMF, the reserves had climbed to a comfortable level of the equivalent
to six months' merchandize imports. SBP reserve accumulation continued
even after the expiry of the IMF agreement and reached $14.6 billion in
October 2007, when the caretaker government refused to take remedial
measures in response to price increases in international oil, food, and

commodiry prices. Reserve depletion set in rapidly in 2008, reaching a
low of $4 billion by October. The new government had to approach the
IMF for assistance once again in Decembet 2008.

WORLD BANK

In the public mind, the World Bank and the lMF are identical, or p:tinted
with the same brush. There is, however, a fundamental difference between
the two institutions. A country approaches the lMF when its economy
is reaching a crisis situation while it has a long term engagement with
the World Bank for development, growth, and poverry alleviation. By
all countS, the World Bank has played an important and essential role in
Pakistan's development process right from the 1960s. Throughout this
six decade partnership, the Bank has contributed to alleviating poverry,
mitigating the social effects of economic adjustment programmes, and
provided the poor with greater access to healthcare, education and
physical infrastructure, environmentally sustainable development, and
improving the condition of women in Pakistan. The largest social safery
net programme of unconditional cash transfer, i.e. the Benazir Income
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Support Programme, which benefits over 5 million poor households, has
also been partly financed by rhe Bank. It was also the principal financier of
Pakistan's Poverty Alleviation Fund (PPAF), which provides assisrance ro
poor communities throughout the country. The PPAF has been working
with nearly 40 local organizations and has extended micro-credit loans
to over 275 thousand borrowers, among whom 45 per cenr are women.
During rhe last three years, the annual commitments to Pakistan by the
World Bank Group have averaged $2 billion.
In 1960, the World Bank organized rhe firsrAid-to-Pakistan Consortium

{O facilitate coordination among the major providers of international

assistance. The meetings of the Consortium were held every year and
pledges were made by the donors regarding the quantum of assisranee
they would provide to Pakistan. This consortium was Pakistan's principal
financial nerve line for several decades, and held 92 per cenr of Pakistan's
outstanding disbursed debt at the end of June 1991. The consortium's
members included the US, Canada, Japan, the UK, Germany, France,
and inrernational organizations such as rhe World Bank and the Asian
Developmenr Bank (ADB). The World Bank accounted for 26 per cenr
of the outstanding debt, and the ADB, which was the largest lender in
the early 1990s, accounred for 15 per cenr. A news story, published in
Dawn in 1964, reported that Pakistan had sought $500 million in aid
and rhe consortium granted $450 million. That was the extenr of rhe
influence of rhe Bank in the early days as all the other donors relied upon
the analysis and advice of the Bank staff. The Bank has conrributed in
building infrastructure such as airports, ports, highways, gas pipelines,
power-generating plants, transmission lines, and the like. Project lending
constituted the bulk of lending assistance for the firsr few decades.
The Bank was also instrumenral in brokering the Indus Waters Treaty,

dividing the fivewestern rivers between Pakistan and India, and rhen led the
investment for replacement works in the form oflink canals, barrages, and
reservoirs in Pakistan. This treaty, despite three wars and many points of
no return between the two countries, has withstood the test of time. Water
from the Indus Basinworks helped in the dispersal of high-yielding varieties
of wheat and rice making Pakistan self-sufficienr in food production.
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The strategic approach shifred away from infrastructure lending during
the McNamara years towards poverty reduction, and in the 1980s a new
lending instrument, termed a structural adjustment programme, was
initiated to promote growth by addressing structural rigidities and market
distortions. This was a move for budgetary and balance of paymenrs support
in exchange for reforms. In the 1990s, the Bank realized that the social
sectors were being neglected and designed a SocialAction Programme (SAP)
ro increase enrolmenr in schools but the SAP did not meet expectations and
was considered a failure. The Bank's assistance strategy keeps changing in
response to Pakistan's requirements. In the early 2000s, the focus was on
supporting the government's developmenr strategy organized around three
mutually reinforcing pillars which were: I. Strengrhening macroeconomic
stability and governmenr effectiveness, 2. strengthening and enabling the
investmenr climate, and 3. supporting pro-poor and pro-gender equity
policies. The current Countty Partnership Strategy (CPS) for 2014-19
has four strategic pillars: I. Transforming the energy sector, 2. supporting
private sector developmenr, 3. reaching out to the under-served, neglected,
and poor, and 4. accelerating improvemenr in services.The CPS envisages
an indicative financing envelope of about $11 billion, including $3-3.5
billion from the International Finance Corporation (IFC) for investmenr
in private businesses.

The World Bank has lent Pakistan $31.4 billion and provided granrs of
$9.3 billion since its inception. Of the total loans contracted, $21.5 billion
were soft credits under IDA, repayable without interest and an average
grace petiod of 10 years, with repaymenr spread over 30 years. Pakistan
has so far repaid $9.3 billion to the World Bank and has an outstanding
debt of $14.6 billion; of this amount $13.4 are IDA soft credits at highly
concessional terms.

ASIAN DEVELOPMENT BANK

While the World Bank is a global developmenr bank, established soon
afrer the Second World War, the ADB is a regional development bank
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with a mandate [0 economically assist its member developing countries
of Asia. Operational since December 1966, the Bank's principal functions
are: 1. to disburse loans and equity investments for the economic and
social advancement of member developing countries, 2. provide technical
assistance for the preparation and execution of development projects and

advisory services, 3. promote investment of public and private capital
for development purposes~ and 4. respond to requests for assistance in
coordinating development policies and plans of member countties. The
Bank's operations cover the entire spectrum of economic development, with

particular emph"is on agriculture, energy, capital market development,
transport and communications, and social infrastructure.
The ADB in Pakistan is currently undertaking various initiatives to

promote social protection and social safety mechanisms, capital market
reforms, reforms at the provincial level, support for devolution, and the
like. The CPS 2015-19 for Pakistan is designed to support the government
in improving connectivity, productivity, and access to markets and public
services. It has a provisional assistance package of at least $1.2 billion
a year on avetage, which will focus on infrastructure upgrades and
institutional reforms. Assistance will target six sectors: energy, transport,
and agriculture; natural resources and rural development; water and

other urban infrastructure and services; public sector management;
and the financial sector. The bulk of the "sistance is eatmarked for
infrastructure developments in the power, transport, agriculture. and urban
services sectors.

How CRITICAL IS US ASSISTANCE FOR PAKISTAN?

Economic and military assistance to Pakistan has been pouring in since
1951. It comprised military. economic, and humanitarian assistance.
According to the data compiled by tbe Center fot Global Development,
Washington, tbe US h" provided nearly $67 billion (in constant 2011
dollars) to Pakistan between 1951 and 2011. The appropriations for
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economy-related assistance fot four years, between FY 2011 and 2014,

are $4 billion.'There has been an acceleration in US assistance to pakistan since
September 2001 but it is estimated that only 30 per cent of me funds were
appropriated for economic purposes and 70 per cent for securiry-related
assistance. Under the Kerry_Lugar-Berman authorization of $7.5 billion
over five years for FY 2010 through 2014, the allocation for economic-
related activities was still 41 per cent of the total. It is relevant to point
out that all disaster assistance, including that provided by international
agencies, is included in this economic assistance fund. There was a large
diversion from other programs to provide emergency funding for relief to

flood victims in 2010.In order to examine the importance of mese flowSto Pakistan's economy
and evaluate the dependence of our economy on the US, four key indicatorS
are selected: 1. US assistance as a percentage of pakistan's total budgetary
expenditure, 2. US assistance as a percentage of Pakistan's total foreign
exchange receiptS,3. US assistanCeas a percentage of pakistan's total current
account receipts, and 4. US assistance as a percentage of the total value
of importS by pakistan. These indicatorS have been carefully chosen to
see as to how much damage will accrue to our balance of payments and
fiscal accounts if the US, for one reason or another, abruptly decides to

completely withdraw all types of assistance.
The results of this analysis for one specific year, 2006-7, shown in

Table 15.2, indicate that even under the worst case scenario of zero aid
flows and no reimbursements for logistics services provided to US trOOps,
the diminution in foreign exchange receiptSor budgetary resources would
be insignificant, varying between 4.5 per cent of total foreign exchang'
receiptS to 7.2 per cent of total budgetary expenditure. The omer tw'
indicatorS, i.e. the proportions of total value of importS and current accoun
receiptS financed by US assistance, account for 6.4 per cent and 5.8 P'

cent respectively; not altogether worrying amountS.
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Table 15.3: Key Indicators of US Assistance (US$ million)

~
~ .•)

7.2
1. Annual US assistance (of all forms) as a percentage of

total budgerary expendirure ($25 biJIion)

2. Annual US assistance (of aJI forms) as a percentage of
tataJ foreign exchange receipts ($40 bil1ion)

3. Annual US assistance (of all forms) as percentage of total
imports ($28 billion)

4. Annual US assistance as a percentage of current aCCOunt
receipts ($31 billion)

Source,I. Husain, 'How Cd tical is US Assistanceto P,kistan', D,wn, 17April2U07

~----

Some observers Would argue that the World Bank and ADB assisrance
to Pakistan Would aJso be reduced if the Us takes action to SUSpend its
financial aid. Although this assumption is open to question and debate,
even if it is accepted at face value, the tOtal gross flows of foreign aid from
all omcial biJateral and multilateral sources (excluding reimbursement for

services) amount to 8.5 per cent of Pakistan's foreign exchange receipts in

2006-07 and 10.8 per cent if the reimbursement for services is included.
As a proportion of the CDp' these gross flows from all sources work OUt to

only 3 per cent. Using a more appropriate indicator, i.e. net transfers on
aCCOUntof all foreign assistance, the impact is even more negligibJe: onlyJ. I per cent of the CDr.

In light of the persistent and COntinuing threats by several Us
Congressmen and the think-tank pundits of Cutting off all US aid to
Pakistan under the KLB bill, an exercise Was undertaken to assess its impact
on the Pakistani economy. The results of this showed that there Was no
cause for any alarm or panic in the event of US aid flows drying up. In the

post-KI.B period, the volume of Us assistance has significantly tapered off

and apart from a few areas such as education, it is channelled primarily
through non-governmental organizations or US-based COntractors and
:onsultaney firms. The actual financial flows accruing to Pakistan's public
inances are marginal. The consistent threat by the US Congress to withhold
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even the Coalition Support Fund, which is actually reimbursement of
Pakisran's expenses incurted in providing logistics support to the US troops
in Mghanistan and the incremental expenditure incutted by the Pakistan
Armed Forces in the war against terror, creates in Pakistani minds a negative

perception of the US.
It is also less well known that the UK government provides a much

larger volume of economic assistance to Pakistan than does the US. The
Department for International Development (DFID) of the UK has raised
its annual grant aid to Pakistan from £240 million ($480 million) to £480
million ($960 million). Most of this aid is targeted at education, health,
and social development, i.e. latgely on the development of the people of
Pakistan. Notwithstanding these huge amounts involved, exceeding the
entirety of US economic and military assistance, there are very little noises
from the British parliament or think-tanks, Ot even the influential media,
that Pakistan should be penalized 'as it is not doing enough to help meet
the Btitish objectives in Mghanistan'. There is a senseof maturity in the UK
that recognizes that such tactics have, in the end, the effect of alienating and
antagonizing public opinion in the recipient countries rather than altering

their behaviour. Ill-will tathet than goodwill is generated against the donors
if they continue to threaten with the stick. A better way is to engage in
dialogue, listen to and undetstand the perspectives and limitations of the
recipient countries on the reasons for the divergence of views of the two
sides and what can be done to temedy mattets.

Overall, the actual experience of US bilateral assistance has not been
very positive, either in improving the economy or in creating better
understanding between the two countries. Pakistan's fiscal troubles have
persisted because vety little has enteted the exchequer from this source.
Pakistan's energy and infrastructure weaknesses have become more acute
as the investment needs of the sector remain unattended. US assistance
has proved to be more effective and responsive to natural disasters such as
earthquake and floods and has won kudos from the people affected. Other
than that, US economic aid has become a highly contentious issue due to
the widely differing perceptions held in the two countries.
The above analysis debunks the popularly held myth that Pakistan is
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so dependent on foreign assistance for its economic survival that pulling

the plug would fotce it to yield under pressure. These sages and their
followers in Pakistan are well advised to seriously reconsider their basic

premise. Successive governments in Pakistan since 1974-whether military,
democratically elected, or transitory-have successfully resisred all kinds
of pressure exerted on them to discontinue the nuclear programme under

worse economic condicions than are currently prevalent.
However, there is no doubr rhat rhe government and people of Pakistan

greatly appreciate the financial and moral support ptovided by the US
government ar this critical moment of Pakisran's economy, such as rhe US
bilateral debr cancellation, rhe US EXJM Bank and OPIC's very positive
initiatives towards Pakistan, and the withdrawal of all the various forms
of economic sanctions earlier imposed. The US adminisrrarion has played
a helpful role in ensuring a larger volume of concessional assistance to
Pakistan through the IMF, World Bank, and Asian Development Bank.
The ptompr and generous response to the earthquake of October 2005 by
the US government, the private sector and non-governmental organizations
in the US left a very favourable impressions in the minds of Pakistanis.

DOMESTIC PERCEPTIONS OF PAKISTAN-US RELATIONS

The bumpy ride of Pakistan-US relations over an extended period of time
has been characterized as a marriage of convenience in which the two
parties do not wish to file for divorce. This rocky marriage, though, has
been affecred by rhe Pakistanis' and the Americans' differing perceptions
about each other. This public opinion is an important ingredient in the
policy formation.

The popular narrative in the US-as articulated by the media, a few
think-tanks, and congressmen-rests on the premise that Pakistan is not
an ally but an enemy. The penalty for deviant behaviour on Pakistan's part
should be severe and aid should be suspended, curtailed, or withdrawn as
it is only through such punitive measures that Pakistan can be compelled

(0 mend its ways. This view, prevalent amongst segments of American
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political, diplomatic, and civil society, is premised on the notion that
Pakistan is unreliable and is playing a double game in rhe war against terror.
This view holds thar while Pakistan receives huge financial resources from
rhe US, it stiJIprovides a safe haven to the militanrs, who carty out attacks
against the US and NATO troops and the Mghan governmenr across the
border and then return to their sanctuaries in the tribal areas of Pakistan.

Many other Americans believe that helping Pakistan is simply not worth
the time or money, and that by doing so, their hard-earned tax money is
being wasted. Given the high domestic unemployment rate and growing
fiscal deficit in the US, it is considered berter to stop giving aid to Pakistan.
A more benign variant prevalent among some US politicians and scholars
is that Pakistan has been let down too many times by the US in the past
and the best way to demonstrate the US long-term strategic commitment
to Pakistan is to help it in its pursuit of economic development.
Jeffrey Goldberg and Marc AmbinderlO succinctly summed up US

perceptions in 2011 when the relations took a nosedive:

I. Kayani, the chief of army staff, is the most powerful person; there is

semblance of civilian government with only limited powers.

2. The Pakistani nuclear arsenal is growing; exports to rogue states. Terrorist

theft of a nuclear weapon a distinct possibility. Instability or splintering of

the state create a risk of weapons takeover and thus keeping the weapons
out of the hands of jihadisrs is crucial.

3. The Pakistani military and security services are infihrated by an unknown
number of jihadist sympathizers

4. Pakistani statements comain large doses of deceit.

Ahmed Rashid II addresses the US policy towards Pakistan in terms of the
popular perception of the Pakistan Army:

The narratives that have seeped into the national psyche decree that the army

must maintain a permanent state of enmity with India; controlling influence

in Mghanistan and the deployment ofIslamic extremists or non-state actors

as a tool of foreign policy in the region; and it commands a lion's share of
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[he nadonal budget alongside its control of Pakistan's nuclear weapons. US

attempts {O change this course with either carrots or sticks are rebuffed while

(he civilian government cowers in the background.

Both these approaches, whether stick or carrot, are based on the tacit
assumption that the quantum of US assistance is so significant that it
would have the capacity to alter Pakistan's behaviour. The reality is that
US aid does not help the government's precarious fiscal situation in any

meaningful way as only 12-15 per cent of the total amount goes inro

budgetary support.

DOMESTIC PERCEPTIONS IN PAKISTAN

In Pakistan there are several viewpoints about the efficacy and impact of
US aid. A large number of Pakistanis are deeply resentful that the US has
been able to obtain a disproportionate leverage on Pakistan's policy space

given the paltty sums they provide. The sovereign auronomy and dignity
of the country has been sacrificed and it has been relegated to the statuS of
a client state or 'rent-a-state'. The long-term stability of Pakistan is at risk

because of this painfully obsequiousness alliance.
Another group believes that by entangling itself in the war on terror,

Pakistan has suffered enormous losses financially, economically, socially,

and psychologically, and that the compensation being paid by the US for
this colossal damage amounts to virtually nothing. It is estimated that since
2001, the US spent $2,000 billion in Afghanistan, !raq, and on beefing up
domestic security. Pakistan's share of this amount was 20 billion or 0.1 per
cent, while the country has lost 35,000 civilians and soldiers, in addition
ro suffering disruption and dislocation of its economy, a displacement of
population. a several fold increase in expenditure on military operations
and internal security, a virtual boycott of Pakistan by external visitors and
a state of perpetual fear, etc. Of the amount received, $8 billion under the
Coalition Support Fund was simply reimbursement of the expenditures

incurred on logistical support and supplies [0 NATO and US trOOps.



THE ROLE OF EXTERNAL ACTORS 433

A third group believes thar despite the late Richard Holbrooke and
Secretary of State Hillary Clinton's best efforts, the divergence between
rhe development priorities of the government of Pakistan and US aid
remains wide. This is borne our by the report of rhe Centre for Global
Development, a leading US think-rank on development issues (I must in
all fairness disclose that I was a member of the Study Group that produced
this Report). In assessing US assistance to Pakistan, the report notes that:

the integration of development, diplomacy, and defence has muddled the

development mission and lett the programme witham a dear, focused

mandate. The Kerry-Lugar legislation lists no fewer than 11 different

objectives orus policy. As a result, the aid decisions are too often politicized
and subject to short-term pressures. Overall, the programme ends up trying

to do too much, too quickly. Goldberg and Amhinder are of the view that

'Pakistanis believe the US has designs on the Pakistani nuclear program,

and have the technical means to stage simultaneous raids on Pakistan's
nuclear sites'. 12

STRENGTHENING PAK-US TIES

Notwithstanding the prevalence of contentious domestic perceptions
regarding US-Pakisran relations, the US remains for Pakistan an important
trading and investment panner and we should continue to remain friends
with this superpower. We should expand our relations with the US in
the areas of higher education, transfer of science and rechnology, trade,
investment, and labour flows.We should also seek duty-free market access
for products exported from the tribal areas as part of our joint srrategy to
provide economic benefits to the 3 million population living on the porous
border with Afghanistan.
The best way forward to strengthen US-Pakistan economic relations is

through the following measures.
First, the US should finance only such infrastructure, education,

and health projects that are included in the government's development
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programme and rhar roo by co-financing rhese projecrs wirh rhe
World Bank and Asian Developmenr Bank, which possess the required
expertise and experience. This would be the mosr effective use of rhe US

taxpayers' money.
Second, the US Chamber of Commerce has rightly called for an easing

of access to American markets of Pakistani textiles. American tariffs on

Pakistan's leading exports average approximately 10 per cenr, about four
times the average US tariffs on imports from other countries. A reduction

in the level of tariffs would not confer any favour on Pilisrani exporters
but provide them with a level playing field. For a country that so strongly
believes in marketplace competition. this is a correction not a concession.

Third. Pakistan needs foreign direct investment in power-generation,

transmission and distribution. gas pipelines, oil and LNG terminals.
refining capacity, and perrochemical complexes, among others. US investors
should be encouraged, through export-import bank loans and Overseas
Private Investment Corporation guarantees to participate in Pakistan's

energy developmenr plans.
Fourth, the US leads the world in higher educarion and scienrific and

technological research. They should resume their assistance in training our
teachers and scientists in leading US institutions, forging links between
Pakistani and American universities, and strengthening the capacity of our
research organizations in agriculture, water resources, renewable energy,

and low-cost building materials.
Hfrh, Pakistan should charge transit fees on fuel and orher supplies

for NATO rroops travelling to Mghanisran from Karachi port. These
will nor form part of US aid bur a commercial charge for the use of our
infrastructure. Much misundersranding on both sides will be dissipared if
rhese fees replace the Coalirion Support Fund.

CHINA

China is rhe one counrry which has been a sready and trusrworthy friend
of Pakistan over the past six decades. Although Pakistan was an openly
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declared ally of the US during the Cold War against communism and
China Wasa leading communist power, there Washardly any occasion where
there Waseven an iota of friction between the two COuntries.Right from
the time of Mao Zedong and Zhou En-lai-the architects of Sino-Pakistan
friendship--every Chinese leader from Deng Xiaoping to Xi Jinping has
contributed to strengthening bilateral relations. When Pakistan Was in a
difficult position, facing US sanctions and those of the Western powers,
China came to its rescue in providing military assistance and helping it to
acquire nuclear and missile capability. The current state of preparedness of
the Pakistan military OWesa great deal to Chinese sUPPOrt.

There has been a gradual intensification of cooperation in almost all
areas: economy, ttade, academia, science and technology, and the like.
The mOStdramatic move in taking China-Pakistan relations to a virtually
stratospheric level Wasthe offer by President Xi in 2015 to invest Over$50
billion in energy, infrastructure, the Gwadar POrt, and industrial zones
along the China-Pakistan Economic Corridor (CPEC). This constellation
of diverse projects, to be completed over a 15-year period, should be a
game-changer for Pakistan's economy. By adding 10,000 MW of pOwer
generation, Chinese investors will immensely help Pakistan to overCOme
its energy shortages which have been crippling the economy for almost a
decade. The road and highway network between Gwadar and Kashg

ar
will

help Xinjiang province to Cost-effectively and speedily expOrt and import
goods to and from Pakistan. It will integrate the backward districts of
Balochisran and KP, situated on this corridor, with the national market,
thus providing livelihoods to the citizens of these districts and enhancing
the earning potential of their citizens.

Rehabilitation and upgradation of the main railway line between Karachi
and Peshawar will eradicate the logistical bottleneck in transpOrting goods
from the sea POrts to the rest of Pakistan, reduce the turnaround time,
and lower the Costs of distribUtion. Demand for construction materials
and skilled and unskilled labour for these projects would have a strong
multiplier effect on the rest of the economy. However, these beneficial
OUtcomescan only be realized if the policy and institutional reforms are put
in place to implement these projects on rime and without COstoverruns.

------
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The constrUction of the CPEC has caused quite a stir in neighbouring
countries, particularly in India. The latter has publicly expressed their
opposition to the project and did not participate in the summit on the
One Belt and One Road (OBOR) initiative beld in Beijing in May 2017.
A number of sceptics and naysayerswithin pa\tistan are also providing a lot
of ammunition to the detractors of the CPEC by spreading misinformation
and falsehoods. This is reason for even greater efforts on part of the federal
and ptovincial governments to make detailed information available in the

public domain.
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Tbe relations between India and Pakistan have been quite tense and
sometimes hostile over the past 70 years, with some bright moments of
light and reconciliation. The Bhutto-Indira Gandhi, Benazir Bhurto-
Rahul Gandhi, Nawaz Sharif-Vajpayee, and Musharraf-Manmohan Singh
periods did open up avenues for dialogue for a peaceful resolution of the
issues dividing the twOcountries. As the political relations have not shown
any improvement given some intractable problems, it is advocated by
certain analysts that an attempt should be made to impto

ve
economic

relations first and then move on to the more diffkult political ones. Trade
offers a powerful vehicle through which business interestS can create a
constituency for peace and friendly relations between the twO countries.
The normalization of trade relations also offers excellent opportunities for
regional connectivity, as is happening in the case of China and pakistan.

INDIA

Overview of India-Pakistan Trade

India-Pakistan trade has recorded a virtually tenfold increase between
2001 and 2011, reaching a level of $2 billion. Unofficial trade, including
that thtoug

h
third countries, is also estimated at almost an equal amount.

India's exports to pa\tistan multiplied almost three times in 2004-05

---_.~
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to 2008-09, ftom $835 million to $2,234 million, while during lhe same
period, Pakislan's exports remained virtually slagnanl, with a very modesl
gain of only II per cent. The volumes aCluailyfell in 2011-12, bUl even al
its peak, Indian exports 10 Pakistan represented only I per cent of ilS total
expOltSand ismuch lowel now. Similarly, impOlts flOmPakistan accounted
for only 0.12 per cent of its tolal imports. Our PlOjeclionsshow thaI even if
Pakistan is able 10 triple its exports 10 India, il will remain an insignificant
player with no thleat of any consequence to the vasl and expanding Indian
marke!. It is unlikely thaI in the near fulure, the share of Pakistan in India's
total trade will exceed I per cent.
The Pakistani mirlOr image shows that India accounts for 1.7 per cenl

of the Pakistani export market. Indian imports, howevel, have a 6 per cent
share in Pakistan's tolal impolts and in all plObability, this share is expected
to rise, given the phasing OUIof the negalive list, the MFN starus glanted by
India, and the preferential dury structure under the SOUlhAsian FreeTrade
Agreement (SAFTA). To the extent thaI the imbalance in bilaleral trade is
gradual and not abrupt and disruplive, and has had a visibly positive impacl
on the Pakistani economy-consumers, producers, and government-there

will not be much resistance.
Most studies calculate lhal because oflow lransport costs, dismantling

of tariff and non-tariff barriers, granl ofMFN status to India by Pakistan,
and implOvement of logistics anangements, lhe tolal volume of bilaleral
tlade should be able to rise to approximately $8-10 billion annually.

Pakistan and India IOgelher ship over $300 billion worth of goods
thlOughoUl the world. This increased volume of trade between them
would still account for about 3 per cent of the two countlies' trade volume.
Thelefore, the expeclations, at leasl in lhe short run, should be lempered
wilh a sense of realism on both sides. Lalge scale realizalion of the pOlential
of trade will take some lime, but like a newly planted sapling, it will lequire
careful nurturing and plOlection flOm the buffeting winds of politics.

Pakistan realizes lhat liberalization of bilateral lrade between Pakistan
and India would nOl only lend beneficial impetus to both economies
but also dissipate the barriers to regional integration wilhin SOUlhAsia.
The potential advantages 10 Pakistan from blOader regional economic
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integration appear to be large. Going well beyond the immediate creation
of trade flows, capital investment, and joint economic ventures, cooperation
in the fields oflT, science and technology, and research and development

would, in all likelihood, boost the productivity of domestic industries and
stimulate economic growth.

AFGHANISTAN

Pakistan has been heavily involved in two wars in Mghanisran, against the
Soviet Union in the 1980s and as an ally of the US in the War against 'lerror

since September 2011. The damage and the losses Pakistan has suffered
financially, economically, socially, psychologically, and internationally in rhe
aftermath of these wars are well known and documented. The entire texture

of Pakistani society has changed, with intolerance, violence. extremism,
and criminal activities tearing apart its entire social fabric. It is highly
debatable whether Pakistan should have played such an active role in these
two caraclysms. Whether or not Pakistan would have been better off by

remaining neutral is difficult to establish. The migration of three million
refugees as a spill-over from the first war and the threat of the US to raze
Pakistan to ground if it did nor cooperate make it even more difficult to
weigh the pros and cons of alternative strategies. A sobering assessmem is
provided by Adnan Adil:

When big powers like the Soviet Union and the US with their full military

might failed to pull Afghan society out of tribal culture, how can Pakistan

do the job? Islamabad has no option bur [0 side with thc overwhelming

majority in its neighbouring coumry.

For 15 years, Taliban groups have survived the military operations of

international troops led by the US forces. following the withdrawal of the

troops of the US-led coalition in 2014, the Tali ban have expanded their writ.

Out of 408 districts, the writ of the government-allied tribal lords is 258

while the Taliban control 33, most of which are in the south, The remaining

116 districts are contestcd wnes where government forces are on the retreat.
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The US still maintains nearly 9,800 troops in Afghanistan as part of the
imernational troop presence. In 2014, the main responsibility for fighting

the Taliban was transferred to the Afghan forces, including the military and

the police but the US forces provide critical domain awareness, intelligence.

surveillance support, and air power. Further, the US and Nato provide

around $5 billion per annum to sustain the Afghan forces.

The Afghan army has been constandy crippled by incompetence and

nearly 90 per cent illiteracy. It has a desertion rate of 25 per cem. If not

supported by the US troops, this army is incapable of preventing the Taliban
from regaining Kabul. The question that now arises is: when the US could

not roue Taliban groups with nearly 100,000 troops, how can it defeat them

with merely one-tenth of that force? How long can Washington and its allies

dole out billions of dollars year after year to the Kabul administration to keep

it in power? There is no way out of [his situation---except a power-sharing

arrangement between Taliban and non-Taliban forces.u

Relations between Pakistan and Mghanistan have not been amicable in

tecent yeats. Cross-botdet infilttation, tepattiation of Afghan tefugees,
control of the borders to stop militant groups crossing it. disputes over
counterterrorism policy, and the harbouring of each other's terrorist
networks in their respective countries have contributed to an entrenched

trust deficit and have eroded telations. These issues have impacts beyond the
security sector, complicating efforts to build stronger trade and economic
ties. Notwithstanding these tensions, Pakistan today is Afghanistan's
latgest ttading partner, and Afghanistan is Pakistan's second-largest
trading partner.

Ttade between Pakistan and Afghanistan has increased substantially,
from $0.83 billion in FY 2006 to $2.1 billion in FY 2013. Pakistan supplies
the largest share of Afghan imports, at 24.3 pet cent as ofFY 2013, but this
shate has declined since 2011 due to a combination of factots, including
political instability, customs delays, suspension of NATO supply shipments,
and other issues. While Pakistan's share in ttansit ttade has declined, Iran's

share has steadily incteased. India, Iran, and Mghanistan recently drafted
a new transit trade agreement envisaging a trade route between Iran's
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Chabahar Port in the Gulf of Oman-connecting Afghanistan to the
Persian Gulf-and allowing the movement of goods from South Asia into
Afghanistan and Centtal Asia.
Afghanistan's total reported exports are currently equivalent to only 5

per cent of toral imports, with exports amounting to $363.70 million in
FY 2013. Pakistan is the largesr export desrination, accounting for 32.2
per cent of all Afghan exports. Even without direct transit access, India
constitutes the second-largest destination for Afghan exports, at 27 per
cent of the total.
Afghanistan's landlocked status means it relies on neighbours to

facilitate the transit of its trade with the btoader global economy. The
two countries initially signed the Afghanistan-Pakistan Transit Trade
Agreement (APTTA) in 1965. The APTTA was redesigned in 2010 to allow
the transit of Afghan exports through Pakistan to the Wagah Border with
India, and to the seaport cities of Karachi and Gwadar. Pakistani ttucks
are, in turn, permitted to move products to all regions of Mghanistan.
The agreement also led to the formation of a joint chamber of commerce.
In July 2012, Afghanistan and Pakistan agreed to extend the APTTA to
Tajikistan, a final step in the establishment of a north-south trade corridor.
The proposed agreement would allow Tajikistan to use Pakistan's Gwadar
and Karachi ports for its imports and exports, while Pakistan would
enjoy trade with Tajikistan under terms similar to the transit arrangement

with Afghanistan.
During his visit to Pakistan in November 2014, Afghan president Ashraf

Ghani had highlighted Afghanistan's potential to function as a land bridge
between Pakistan and Central Asia, and sought the same facility from
Pakistan for trade with India. Ghani set a goal of increasing Afghanistan-
Pakistan bilateral trade to $5 billion by 2017. Pakistan, in turn, agreed to
take measutes to clear 95 per cent of Afghan goods imported under the
transit ttade agreement within 24 hours, and to lower tariffs and charges
for port and storage facilities. However, subsequent political tensions
have caused a severe setback to bilateral trade between the two countries
and it appears that the trade volumes would, in actuality, move on a
downward path.
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The US and multilateral institutions, such as the World Bank, have always
been considered to be major external actors influencing Pakistan. This
chapter has demonstrated that the claim that foreign economic assistance,
and particularly rhat ftom rhe US, has represented the life-blood of
Pakistan's sustenance is highly exaggerated. Bilateral relations with the US
have improved when there is convergence of their national interests. When
rheir paths diverge, difficulties and alienation result.

Wirh regard to India, Pakistan's perpetual arch-tival since its very
inception, thete have been very few and far berween breakthroughs.
Much of the time, there has been hostility and adversity berween rhe rwo
countries, missing the great opportunities of trade, economic cooperation,
and people-to-people comacts to foster mutual goodwill.
Mghanistan-Pakistan relations have also taken a dip in recent years

even though Pakistan has sacrificed a great deal by being host to ovet three
million Mghan refugees displaced by the war, losing Over50,000 soldiets
and civilians in terrorist attacks, and suffering financial and economic losses
exceeding over $100 billion.

China has emerged as Pakistan'ssole steadfast, reliable, all-wearher ftiend
over a ptolonged period of several decades. The recent move under rhe
China-Pakistan Economic Corridor project to invest over $50 billion has
further strengthened the ties berween the rwo COuntries.
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Restructuring Key Institutions

A
emoglu and Robinsonl provide a useful analytical framework of
rhe pirfalls rhat lie in the path of institutional reforms. These relate
o the fact that patterns of relative economic performance are very

persistent. That is not to say that change does not occur: it does, and some
countries accomplish it successfully.It is difficult to change institutions and
there are powerful forces at work maintaining the status quo.

Their principal argument is that direct institutional reform in itself is
unlikely to be effective and that instead it might be more beneficial to focus
on understanding and reforming the forces that keep bad institutions in
place. It is, therefore, important to focus on political institutions and the
distribution of political power as well as the nature of economic institu-
tions when thinking about potential institutional reform or institution

building.
Acemoglu and Robinson believe that making or imposing specific

institutional reforms may have little impact on the general structure
of economic institutions or performance if they leave untouched the
underlying political equilibrium. Political power will, of course, to a degree
reflect economic institutions so it is possible that a change in economic
institutions may induce a change in de facto power and eventually in the

broader political equilibrium.
Just as reforming economic institutions without changing the political

equilibrium may not improve the institutional equilibrium, and therefore
changing de jure power while leaving the sources of de facto power intact,

may have little impact on economic performance.
It is because even if de jure and de facto power change, those who acquire

the power in the new political equilibrium may themselves not have the

443
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correct incentives. More importantly, their incentives to use their power,
and the institutions they find it convenient to cteate, may be fundamentally
shaped by the status quo they teplace-they may be path-dependent. If
an dite with power is initially structuring economic institutions to extract
rents from society, then the very fact that it is doing this may induce a
new elite to do the same. The replacement of one elite with another may
therefore do little to improve economic performance.

Applying this framework, it is possible to focus on reforming some
key instirutions that may alter the current de facto and de jure political
power equilibrium over time. This attempt to restructure such key
institutions ought to fit into a dearly defined agenda of structural political
and economic reforms over a long-term horiwn aimed at achieving the
desired development objectives. I agree with Acemoglu and Robinson that
although we recognize the importance of political institutions, we are still
at the outset of understanding the complex relationship between political
institutions and political equilibrium. Sometimes changing political
institutions may be insufficient, or even counterproductive, in achieving
better economic Outcomes.

The authors use the example of China to substantiate their view of the
importance of institutional and policy reforms. According to them:

It can hardly be denied, for example, thar the rapid take-offof growrh in
China after 1978 was a result of policy and institutional reforms. These

were a direct result of the defeat of the 'Gang of Four' and a dramatic

shift in those who cOntrolled the Communist Party. Growth did not occur

because the culture of the Chinese changed, or because some geographical

constraint was lifted. Growth also did not occur because previously the

Chinese were mistaken about the correct form of policy. They did not

suddenly discover what to do. Rather, growth occurred because the political

equilibrium changed in a way that gave more power to those who wanted

to push through reforms. Said in this way, our analysis is an optimistic one.

The institutional approach opens the promise that ifwe can understand the

determinants of political equilibria then we can really design interventions
that make poor societies prosperous,
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Having analysed the various obstacles and constraints to reforms in the
previous chapters and conscious of the above caveats, an attempt is made

here to prioritize and spell out the essential ingredients of the necessary
reform agenda.
The pace, sequencing, and implementation of reform would depend

upon the consensus among the major political parties as the time horiwn
would cover several electoral cycles. No government in power can afford
to take upon itself the sole responsibility to carty this forward, well aware
as it is that there will be resistance by their opponents or the process would
be disrupted after a change of government. Partial, incomplere, and half-
hearted actions would not alter me course set out.

THE LONG-TERM STRUCTURAL REFORM AGENDA

The long-term agenda is derived from the analysis presented in the previous
chapters of this volume and highlights the salient reforms in various areas
that can begin to make a difference in Pakistan's economic landscape. This
list is by no means exhaustive and there are many othet areas that can
be included. These have been PUtposely omitted because of the capacity
constraints of the organs of state. Non-state-centric institutions are also not
discussed here although these should be able to have some positive impact.
Below are some of the key issues and necessary steps requited:
1. There is a need for refotms of the electoral process. Constituencies

should be delimited afresh on the basis of the new population census
and electoral rolls should be prepared from fresh data generated through
this census. The election commission and chief election commissioner
should be given unfettered powets to otganize the elections by directly
taking control of the administrative apparatus of the provincial and
the district governments. This will obviate the need to induct caretaker
governments which have only proved to be disruptive of the process of
conducting elections smoothly. Electronic machines should be used for
voting. Candidates for the national and provincial assemblies should be
carefully screened and those who do not meet the eligibility criteria should
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be disqualified from contesting elections by the election commission. The

recent Supreme Court judgment on 'Panama Gate' has provided an opening
fat the determination of the eligibility of the candidates under Articles 62
and 63 of the Constitution. The unsettled question is about the scope of

the jurisdiction of the Supreme Court and the correct process in reaching
a conclusion on the disqualification of candidates under these articles.

2. The political parties themselves must institute democratic contests
within their organizations. In the I950s, for instance, the elections for party
office-bearers were held at the gtass-root level. Those who were elected by

the members through popular and transparent voting were in a position to
stand up to their leaders. Since the I970s, this process has been substituted
by the discretionary choice made by a powerful party leader at all levels,

nominating the central working committee members, allocating party
tickets for rhe national and provincial assemblies, and the senare. He also
selects the ministers for the federal and provincial governments if his party
achieves power. Such a high concentration of power in the hands of a single
individual is inimical to the essence of democratic governance which is

based on debate, consultation, and consensus.
Constitutional amendments have stripped an individual member of

the assembly from voting according to his conscience. Thus dissent and
differences of opinions within a party have given way to sycophancy
and pleasing the boss at all costs. The pendulum has swung from horse-

trading and changing party affiliations to obeying the dictates of a single
individual. The combination of the offices of the party chief and rhe chief
executive being vested in a single individual has withered away whatever

little accountability could be expected.
3. The Eighteenth Amendment and 7th NFC have very rightly devolved

administrative, legal, and financial powers and authority from the federal to
the provincial governments. However, this devolution remains incomplete
as the provinces have not transferred the powers and resources funher down
to the local governments where most of the interaction between an ordinary
citizen and the government takes place. Whether it is law and order and
security, schooling for the children, immunization and healthcarc, supply
of drinking water, and sanitation, it is the local government that delivets
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these essential services. Since 2008 the powers of the local governments
have been reassumed by rhe provincial governments. The proposed laws
setting up the local governments are a big srep backward from rhe Local
Government Ordinance 2001.
With rhe exceprion of KP, the provincial governments enjoy enormous

powers under rhe proposed laws ro keep rhe elecred local governments
subservient to them. Under such a set-up, the elected representatives at
the local level will remain imporent. The disconnect between rhe wishes
of the provincial governments, along with the members of the provincial
assemblies, ro centralize all powers in their hands and the aspirarions of rhe
people to access basic public services ar rheir doorsteps must be resolved.
Attempts to strengthen democratic governance are bound to fail in the

absence of decentralizarion of decision-making, delegation of powers,
devolurion of aurhoriry, and de-concentrarion of resources.

4. The administrative machinery of the government, i.e. the civil
services as a whole, has broken down. As pointed our earlier, every crisis
thar Pakisran has faced for rhe last many years, i.e. rhe securiry of person
and properry and poor law and order, energy shorrages, delays in rhe
administration of jusrice, ghosr schools and absentee reachers,missing drugs
and malfuncrioning healrh faciliries,and piles of garbage in the urban areas,
ean all be traced to insrirurional decay and governance deficit. Reforms
in police, of the civil service, revenue administration, land management,
judiciary, and delivery of social services must be undertaken to ser rhe
country in the righr direcrion. A road map has already been prepared
and the Report of rhe National Commission for Government Reforms
(NCGR) sers out detailed recommendations. The civil servicesof rhe early
days used to amact the besr and brightest talent until rhe late 1970s. Their
security of tenure guaranteed by the constitution was withdrawn and since

rhen poliricizarion of the bureaucracy has seriously impaired irs capacity
to remain neutral and objective which is the hallmark of an efficient civil

service. The challenge is to revitalize rhem to enable them to regain rheir
earlier lustre.

5. The dispensation of justice in Pakistan has become time-consuming,
expensive, convolured, and unnecessarily layered. Criminal and Civil
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Procedure Codes and the Evidence Act have been modified in the UK itself,
where they had their origin, but have remained unchanged in Pakistan. The

backlog of millions of cases pending in the lower courtS has nullified the
deterrent effect of punishment on criminals, defaulters, and other violators
of the law. State revenues, amounting to hundreds of billions of rupees are

stuck up due to litigation by tax violators and the grant of indefinite stay
orders. Bank loan defaulters enjoy a free ride because of the unending stay
orders and appeals and lack of progress in execution of decrees granted

by the courts themselves. Property titles and exchanges of deeds have lost
their sanctity because of the prolonged disputes and complex processes
prescribed by the courts. Detection, investigation, and prosecution of cases
are so sloppy that the conviction rate is miserably low. Criminals get off
scot-free and continue to engage in their nefarious activities without any

sense of fear.
6. The Freedom of Information Act promulgated by the federal

government is overly diluted and defanged. It indeed does nothing to
facilitate the flow of information into public hands. The Right to
Information Act in India has played a major role in keeping public servants

and political leaders on their toes because of the fear that their actions
and misdeeds could become public knowledge and embarrass them.
Civil society organizations and the media have played a crucial role in
accessing information and data under the Act. A similar, effective, piece of
legislation in Pakistan and curtailment of the Official Secrets Act can be an
effective tool in ensuring transparency in governance. Provinciallegislarion,
particularly those in KP and Punjab, are an improvement but the requisite
institutional arrangements have not yet been made. Governments that do
not have much to fear and believe in transparency will benefit.

7. Parliament is expected to ensure that checks and balances are in
place to curb the excesses of the executive. But this, however, is hardly
the case in Pakistan. There is little legislative accountability to citizens,
weak market oversight, and indifference in responses to citizen demands.
The parliamentary committees, such as the public accounts committee,

through public hearings can exert a sobering pre-emptive influence on
the government departments, ministries, and agencies. They could ensure
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that public expenditure is underpinned by value for money and that waste,
inefficiencies. and irregularities are minimized. However, the partisanship

shown in the committees' deliberations and the lack of technical expertise
among the staff assigned to these committees have weakened their
watchdog and oversight functions. Strengthening these committees would
help in excning effective control over the misuse of power and resources by
the executive.

8. Finally, the management practices in the government need to be
modernized and overhauled. Over-centralization, concentration of power
in the hands of the prime minister and the provincial chief has resulted
in diffused responsibility, absence of clear accountability inertia, and lack
of commitment. Elongated hierarchical chains, consultation for the sake
of form and ptocedures rather than substance, turf-building and turf-
protection, and a tendency to pass the buck has created a bigwedge between
promise and performance. The rules of business have to be rcwrirten to
assign clear responsibilities to the ministries and providing them with the
requisite authority and resources to fulfil their obligations and hold them
accountable for results. There should be inter-ministerial coordination

and conflict resolution at the level of the cabinet secretary, secretaries'
committees, cabinet suh-committees, and the cabinet.

The catalogue of comprehensive reforms set out above is easy to
visualize but extremely complex and difficult to implement. The challenge
of reforming these insdtutions is formidable because the vested interests
desirous of perpetuating the status quo are politically powetful and the
relations between them and the political leadership and beneficiaries of the
existing system are so strong that they cannot be easilywished away.Elected
governments with an eye on short-term electoral cycles are not inclined
to incur the pains that such reforms are likely to inflict when it is quite
likely that the long-term gains are likely to accrue to a different political
party. Authoritarian governments are not effective because they do not
enjoy legitimacy and therefore cannot sustain reforms. Changing the form
in which institutions function is a slow and difficult process requiring, in
addition to significant political will, fundamental measures to reduce the
opponunity and incentives for particular groups to capture economic rents.
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It will not be possible to execure these reforms unless all the major

political parties agree to them and reach a consensus so that partisanship
and point-scoring do not come in the way of their implementation. Civil

servants who have retreated into passivity can be reactivated. motivated,
and mobilized if they are certain that the risks of retribution and penalties
entailed in implementing these reforms are likely to be minimal. Politicians

of all persuasions must realize that the growing disaffection against political
parties and leaders in Pakistan, the rapid spread of violence and intolerance,
the tising popularity of and respect for the armed forces, and the widening
gap between the expectations of the general public and delivery by the
government demand a drastic change in their past conduct, practices, and

behaviour. The ultimate beneficiaries of such altered behaviour would not
only he the citizens of Pakistan but also the political parties themselves.
The cynicism and wide distrust of politicians in society at large could be
replaced by improved access and delivery of essential basic services, thus

bolstering people's confidence in their politicians.
Assuming that this long-term agenda receives broad-based acceptance by

the political parties and theit willingness to implement it is demonstrated,
the next question is: how to execute such an agenda? This would require

strong institutional support across all different sectors. Institutional
strengthening, therefore, becomes the sine qua non for building the capacity
to implement the reform agenda in an intelligently phased sequence

of actions.

INSTITUTIONAL STRENGTHENING IN SUPPORT OF THE

REFORM AGENDA

A vibrant democracy, with adequate checks and balances, needs to reshape
and revamp irs institutions of governance to implement the long-term
reform agenda of achieving development outcomes of security, growth,
and equity. The prerequisites for this are: a functioning bureaucracy, strong
and effective institutions at the federal and provincial levels, and local
governments working under the watchdog of elected legislatures at the
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federal and provincial levels. An accessible, inexpensive, and speedy judicial
and dispute-resolution system, particularly at rhe grass-root level along
with a decentralized and devolved system for the delivery of basic services
such as education, health care, potable water, sanitation, and transport,

would motivate ordinary citizens to participate in the affairs of the state. A
dynamic and efficient private sector that operates in a competitive market
environment and maintains high standards of corporate governance and

social responsibiliry would propel the engines of the economy.
These read like utopian goals, and indeed they are, but it may be useful

to define the ultimate destination to chart the desired path forward.
Pakistan would certainly be a far better place if such an institutional
landscape could be created but the ground realities-the legacy of a
past with deeply rooted and entrenched interests; the power dynamics;

and human, organizational, and financial resource constraints-militate

against it.

KEy INSTITUTIONS REQUIRING RESTRUCTURING AND

STRENGTHENING

Following the analytical framework of the WDR 2017, this study focuses
on the drivers that can change the political equilibrium in a way that
gives power to those who seek to push through the reforms. The design of
institutional reforms proposed here is based on an understanding of past
pitfalls. Selective interventions in certain key institutions that would not
totally unsettle the existing political dynamics but gradually allow for a
change in the status quo, are addressed. The blowback and resistance are
likely to be much more subdued than would be a sweeping, across-the-
board approach. The report of the National Commission for Government
Reforms, which recommended comprehensive administrative reforms of

the civil services and the structure, and (he processes and policies associated
with it, found no traction during the past seven years under three different
governments. An attempt has to be made to lower the sights and aim for
a second best or third best solution entailing an incremental approach,
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involving the cateful selection of few key institutions with latge spill-over
effects. Reforms of these institutions should create a ripple effect and may,
over time, produce a cumulative impact, making a substantial difference.
At the very least it may arrest the process of decay that is spteading rapidly
in the absence of any corrective measures.

Institutions of Accountability, Transparency, and Oversight

• Parliamentary committees

• Auditor General of Pakistan (AGP), and the Public Accounts
Committees (PACs)

• National Accountabiliry Bureau (NAB)
• Election Commission of Pakistan (ECP)
• Higher Education Commission (HEC)
• Public Service Commissions (FPSC/PPSCs)
• National Science and Technology Commission (NSTC)
• Information Commissioners

• E-Governmcnt Directorate General

Security

• Lowet Judiciary
• Police

• Federal Investigation Agency (FlA)
• National Counter- Terrotism Agency (NACTA)
• Prosecution Departments

Growth

• State Bank of Pakistan (SBP)
• Securities and Exchange Commission of Pakistan (SECP)
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• Federal Board of Revenue (FBR)
• Trade Developmenr Authority of Pakistan (TDAP)
• Board ofInvestment (Bol)

Equity
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• Pakistan Agriculture Research Council (PARC)
• SBP
• HEC

• Benazir Income Support Programme (BISP)
• Irrigation authorities

• Urban development aurhorities

• National Vocational and Technical Education Authority (NAVTEC)

How would changes in these institutions translate into actual economic
benefits for Pakistan? Economists believe that incentives playa large part
in altering human behaviour. It is important first to describe the current
incentive structure in Pakistan faced by firms, farms, households, and
individuals, and then to suggest how these incentives can be modified
by appropriate institutional interventions that are likely to have positive
effects on growth, equity, and security, rhe three development Outcomes
set out in the Policy Effectiveness Chain. The selective approach suggested
here should contribute towards an easing of the binding constraints facing
the economy. I would like to map these interventions to each of the
development outcomes. The first, a favourable and benign environment
for doing business, would affect growth; the second, boosting agricultural
productivity and rural income distribution, would have a salutary effect
on equity; and the third, improving the administration of justice and
protection of property rights on security and with secondary links to growth
and equity.
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(al Growth Outcome: A Favourable and Benign Environment for

Doing Business

Market forces, by and large, determine the allocation of scatce capital,
labour, formal credit, skills, and technical knowhow among various
competing demands and players. So long as this occurs rhrough comperirion
without any other consideration, the economy will remain efficient
and conrribute to rapid growrh. However, if different kinds of artificial

barriers are erected and access to these resources arc subject (0 bureaucratic

discretion rather than on the basis of a level playing field for all market
players, the economy will end up in a sub-optimal equilibrium. Pakistan
ranks 147 nn the World Bank Ease ofOoing Business Index. It takes, on

average, three years and lot of upfront costs for an investor to obtain 30
clearances from the various federal, provincial, and local governments but
some privileged individuals are able to use their connections and influence
to get these much sooner than orhers, thus rilting the field and creating

distortions. Similarly, the burden of high regulatory costs, unsecured
land titles, inadequate and expensive infrastrucrure services, particularly
energy, and a slow and cumbersome contract enforcement system are the

major constraints for both new and established businesses and arc not

shared uniformly.
The general attitude of a lack of responsiveness and coordination

between different agencies of the government can also be quickly turned
on its head if the intended beneficiary has an influential background. Lower
functionaries in the labour, health, environment, food, social security, and
taxation departments usually hara.<.;sand extort rents from the small and
medium enterprises, further adding to their cost of business. Small and
medium enterprises cannot afford these rcnts, and are defeated by these

protracted processes. It is thus in their best interest to remain confined
to the informal sector and the same scale of operations and forgo any

ambitions for expansion.
AWorld Bank study shows that the entry and exit of firms in Pakistan's

export sector is extremely limited. Institutions such as rhe SBP, SEep,
Bol, TDAP, and FBR, if revamped, can make a substantial difference in
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removing rhese hurdles, enforcing a level playing field, and rhus easing
rhe cosr of doing business for a majority of small- and medium-sized
firms and entrepreneurs. Dynamic websires and applicarions which allow
downloading, uploading, and approval of rhe various forms can cur down
both the costs and the lead time significantly. Inspections by different
agencies should be pre-announced, at specified intervals of time, based on
risk ratings and conducted in presence of neutral observers.

(b) Equity Outcome: Boosting Productivity and Income Distribution

Upward social mobility in Pakistan has not made much headway because
of the poor indicators such as literacy, access to healrh care, maternal and
child health, drinking water, and sanitation. Steve Radelet' shows rhat
advances in education and knowledge improve health, better healrh helps
improve learning ability, and both togerher contribute to economic growrh.
This form of growth would help to reduce inequities because increases
in income lead to better education and healrh, and with these a positive
self-reinforcing cycle sets in. Delivery of these basic public services to rhe
poor segments of the population, remote and backward districts, and the
disadvantaged should be given the highest priority with borh growth and
equity objectives in view.

In the agricultural sector, the average productivity of land is 50-60
per cent lower than that of progressive farmers. This cannot be currently
raised because irrigation water is diverted from the water-course heads
to over-irrigate the land of large and influential landlords, in collusion
with irrigation department officials, depriving the poor rail-enders of the
quora to which they are entitled. Large subsidized tube-wells are a source
of groundwater for the same class. Public procurement of food-grains
at higher than market prices is also made from the ranks of the same
group of influential and well connected individuals. Electricity and other
inputs in times of scarcity are allocated to individuals on the basis of their
connections or in exchange for favours to officials. The Gini coefficients

in rhe rural economy are naturally much higher because of this preferential
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access to scarce public resources and untargeted subsidies. There is hardly
any motivation for non-elite farmers to raise their productiviry in highly
tilted circumstances. Theoretical calculations show that Pakistan can earn
$300 billion through proper allocation and utilization of irrigation water
and groundwater on the basis of a combination of, one, cultivating higher
value crops and two, realizing the average productiviry level which is only

one-sixth of the potential value.
The scarciry premium of the key public resource-water-is pte-empted

by a few thousand private individuals and families. Water use charges do
not cover even one-tenth of the operacional and maintenance costs, and the

subsidy is borne by the general taxpayers. Realistic pricing of water usage
and targeted subsidies for those below a landholding threshold would do
much to change the perverse incentives which reward waste and inefficiency
and fotgo potential productiviry gains. Rural infrastructure, such as storage
godowns, farm-to-market roads, and institutions such as empowered and
devolved district governments, along with the SBP for credit availabiliry to
small farmers and micro-enterprises, provincial irrigation departments. and
narional agricultural research institutes can playa major role in bringing

ptosperiry to the rural countryside.
Pratap Mehta,' an Indian scholar, has commented that 'the disctetionary

power the state has with respect to land is the single biggest source of
cotruption in India.' This statement applies equally to Pakistan where the
military, civil services, politicians, and other teal estate developers have used
land acquisition, land allocation, and contrived changes in the land use
regulations to entich themselves. The land market is over-regulated and the
discretionary powers enjoyed by the urban development authorities-such
as Capital Development Authoriry (CDA), Lahore Development Authoriry
(LOA), Karachi Development Authoriry (KDA), etc., and the defence
housing authorities-are used to acquire land.

These bodies allocate land acquired from their original owners at a
fraction of the market price to individuals or developers at higWysubsidized
price while collecting rents for themselves and their political bosses. These
new owners then dispose of the same plots of land in the market at five to
ten times theit allotred price or build and sell residential and commercial



RESTRUcrURING KEYINSTITUTIONS 457

property at highly inflated prices. The change in classification ofland, i.e.
from residential to commercial, is another point at which rents are extracted
and shared. These developers who have benefited from the discretionary
favours then pay back at election time by contributing to the campaign
financing of their patrons. The vicious cyclecontinues after the patrons get
elected and occupy public offices. As a consequence of this unholy nexus,
the housing societies and schemes cateting ro the needs of the well-to-do
segment of the population have sprung up in all the major urban areas
but the poor continue to live in katchi abadis without basic amenities and
services because land prices are beyond their reach. Therefore, reform of
the urban development authorities is essential to minimize this huge source
of corruption and inequity.

(c) Security Outcome: Improving the Administration of Justice,
RuIe of Law, and Property Rights

Incentives for a better security outcome are also vitiated by the anachronistic
laws, rules, practices. and institutional malfeasance. Victims of crimes do

not report them to police stations because they do nor believe thar their
complaints will be redressed. Should they do so, they have to go through an
endless routine of harassment and extortion at the hands of the policemen.

The criminals get off scot-free and are emboldened to continue with their
antisocial activities as the prospect of their gerting apprehended is low and,
in many instances, they are in cahoots with the police officials who act
as their protectors in rerum for a share of the loot. A percentage of these
illegal earnings is then passed on to the higher echelons of bureaucrats and
politicians who had posted them to these stations in the first place. The
principle of reciprocity is also observed at the time of elections when these
police officials reciprocate by helping their benefactors. Land mafias, water
mafias, drug peddlers, arms merchants, and prostitution and gambling
dens, all, consequently, thtive under the eyes of the custodians of law.

In a few cases, where reports are registered and cognizance is taken of
the crime committed and the accused are apprehended, the investigation
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methods are antiquated, high handed, and sloppy. The staff is not properly
trained, fotensic techniques are not properly utilized, and the linkages are
not established. Witnesses are either tutored or coerced, and confessional
statements do not stand the scrutiny of the court. The prosecution is
conducted by lawyers who ate low paid, ill-educated, and otherwise unable

ro get any othet decent jobs in the profession and have been appointed
on the basis of the tecommendation of people in the higher echelons.
Court procedures telating to evidence date back to the 1850s and have
not been revised since; the cime and costs of these antiquated procedures

ate beyond the means of otdinary litigants. Sons and telatives of the elite
classes who commit heinous crimes such as murder get away by engaging
high-paid lawyets, winning ovet or intimidating the witnesses, and btibing

the investigatots, prosecutots, and judges from the lowet judiciary. Those
few cases where conviction does take place, and the accused are sent to
jail, the conditions in prison are pathetic for otdinaty individuals but with
evety comfort provided to the well-to-do. The entire chain of institutions
involved in the administration of justice breeds more crime. Criminals and
violaw[s of the law get away with minimum or no punishment while the
common citizens ptay to Allah that they will not have to face the police,

prosecutors. or judges.
It is not just the ctiminal justice system that is loaded in favour of

the elite classes; the property rights and contracts regime meets the
same fate. The tich feudal lotds and latge teal estate owners dispossess
the poor from their lands and homes because they can obtain stay orders
for indefinite periods and their lawyers can file adjournment motions or
raise frivolous procedural or technical reasons in court. Well aware that
their opponents do not have the means to resist, they resort to dilatory
tactics which favour them. Banks have decrees granted by the courts for
recovering outstanding loans but the execution rate is so low that those
who have misappropriated the loans have nothing ro worry about. Several
hundred billion rupees of these loans remain stuck. Tax dodgers, evaders,
and concealers of income resort to a ceaseless process of appeals before
various tiers, tribunals, appellate courts, and high courts. The disposal
rate is so slow that the delinquents can roll over the money, which actually
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belongs to the tax authotities or the banks, fot their businesses or for highly
conspicuous consumption.

The key institutions that can make a significant difference in this space

are the police, Federal Investigation Agency, National Counterterrorism
Authority (NACTA), lower judiciary, prosecution departments, and
intelligence agencies. The frequent recourse to caning the civilian armed
forces for law enforcement and counterterrorism would be minimized
by raising the standards of recruitment, training, postings, performance
management, promotion, and career progression, and bringing disciplinary
rules of the police, FIA, and NACTA at par with those of the CAE

Institutions of Restraint/Accountability, Transparency, and Oversight

One of the major areas of reform has to do with the absence of
accountability for perfotmance. There is both too much and too little
accountability of those involved in public affairs in Pakistan. On one hand,
the plethora of laws and institutions such as anti-corruption bureaus.
national accountability bureau, auditor general's reports, public accounts
committees of the legislature, parliamentary oversight, judicial activism,
and the ombudsman system have created an atmosphere of fear, inertia,
and lack of decision-making amongst civil servants. On the other hand,
instances of rampant corruption, malpractices, nepotism, and favouritism,
and waste and inefficiency are common folklore in the administrative

cultute of Pakistan. Excessive preoccupation with titualistic compliance
with procedures, rules, and form has replaced substantive concerns with
the results and ourcomes fot welfare and justice. Therefote, testructuring
the National Accountability Bureau and the provincial anti-corruption

bureaus is important.
Critical to the overall policies of human resource management are the

federal and provincial public service commissions; fot financial integrity
the Auditor General of Pakistan, for ensuring fair and impartial elections
the Election Commission of Pakistan, which should scteen and disqualifY
undesirable candidates; to develop the skills and technology of the futute,
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the Higher Education Commission and a proposed National Science

Commission need to be reorganized, strengthened, and provided with
operational autonomy and resources. All these institutions should be
manned by competent and impartial individuals ofintegriry with securiry
of tenure but held accountable fot the results. The UNDP has developed

a Better Governance Index (BGI) to measure institutional petformance.' A
vatiant of the Index adapted to each rype of institution can be used to gauge

whether these revamped institutions are meeting the goals assigned to them.
E-governance tools should be embedded in the institutional architecture
to improve transparency, curb discretionary practices, monitor progress,
and obtain feedback.

Together, these 25 state-centric institutions, if allowed to work
independently without any undue political interference in their functioning,

can become the precursors of a strong democratic governance structure
and processes. In addition to these institutions, civil society organizations
including NGOs engaged in the delivery of basic social services, particularly
in the backward districts and communities, rural and remote areas, should

be facilitated, encouraged. and incentivized, as in Bangladesh, to step up
their outreach activities and coverage.

Why have these particular institutions been chosen out of a myriad of
so many for reform and restructuring?

a) Institutions of Market Governance: Whether they will be able to
enable private businesses to operate without hassle or high costs of
transactions and facilitate governance.

b) Institutions for Delivery of Services: Whether they will be able
to improve the delivery of basic services such as education, health.
drinking water, sanitation, and the like, to ordinary citizens effectively
and at affordable cost.

c) Institutions of Administration of Justice: Whether they will be able
to provide security of life and properry of the citizens and access to
expeditions and inexpensive justice.

d) Institutions of Accountability: Whether they will be able to take
action against malfea.o;;ancc,corruption, and misuse of public office
for personal gain.
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eJ Institutions for Equality and Human Opportunity: Whether they
will be able to strengthen the capacity of those who do not have assets
or skills to fully participate in market-based economic activities.

Another aspect that figures prominently is the relative strength of cross-
over linkages and spill-overs. For example. the reform of the Public Services
Commissions will be able to atttact, select, and retain young men and
women based on an open, merit-based competitive system of entry into

the civil services.The higher quality of these civil servants will help to raise
the level of performance of the institutions that deal with service delivety,
market governance, and administration of justice.

Drivers of Change

As the previous chapters have shown. societal. political, and economic
interests and priotities have so far stoutly resisted any scheme of bureaucratic
and administrative reform. Imperceptible changes driven by a growing
middle class, urbanization, a youthful population connected to the rest
of the world, technological advances. an assertive civil society. and the
influence of social and electronic media are already beginning to gradually
manifest themselves. Professor Iftikhar Malik' alluded to this phenomenon
as long ago as 1997 and his prognosis is beginning to be proven right:

People have overwhelmingly supported the moderate forces in consecutive

elections, and rapid urbanization and consumerism, mingled with more

mobility and unlimited access to print and visual media, have already

unleashed new processes of communication. A comparatively youthful

society, most of whose members have been brought up as Pakistanis, are

not only raising [their] voices against a monopoly of feudal interests over

politics. They are not comfortable with the existing oligarchic tri-polar

relationship between the bureaucracy. the military, and politicians which

smacks of age-old dynastic elitism and so the demands for accountability

are becoming louder.
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More recently, a seminal work by Ali Cheema, Farooq Na.seer, and Ha.ssan
]avid,6 on the dynastic politics of Punjab, seems to have endorsed Professor
Malik's proposition. Their study finds:

The urban areas of Punjab have begun to witness a weakening of dynastic

politics. In comparison with their rural counterparts, urban dynastic

politicians are 40 percentage points less likely ro win in the constituencies

where they stand for election. furthermore, the number of races without

any dynastic contender is almost 10 percentage points higher in urban areas

than in rural areas,

The tics of kinship and economic dependence that often characterize

rural social relations are weaker in cities, thus decreasing some of the electoral

advantage that underpins the electability of rural dynastic candidates. The

physical space of cities, consisting of high population density levels, as well as

the presence of a relatively mobile and fluid population of inhabitants, is less

conducive to the mobilization of vote blocs similar to those that characterize

local-level village politics. Cities are also more plural spaces than villages,

with a diverse range of organizations and interest groups facilitating a freer

exchange of information and ideas that can make it harder for dynastic

politicians to rely upon their traditional sources of power when campaigning

for votes. Given the changing demographics of Punjab, with the province

becoming increasingly urban, we may see a decline in dynasticisrn over time

and the emergence of political party machines.

Thus the dtiver of change for this testructuring to be sustainable and
endurable has to be endogenously induced rather than externally driven.
The virtuous cyde envisaged would be propelled along the following path.

The emergence of a vocal, assertive, educated middle-da.ss, based in
urban area.s free from links of kinship, caste, ttibal affiliations, and feudal
subservience, has a high probability of triggering this dtiver. WDR 2017
ha.s shown that when the middle dass grew in Latin America, people
began demanding better quality setvices and demonstrating fot better
governance. Urbanization improves the overall productivity and growth
rates of the economy through reallocation of labour from low productive
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sectors such as agriculture to high productive manufacturing and formal
services sectors. High density of populations teduces the COstof provision

of infrastructure and services. Agglomeration economies allow for a scaling

up of production, spill-over of skills and transfer of knowhow, availability
of intermediate inputs, and reduction in the length of the supply chain.
Pakistan has had no census since 1998' (the results of rhe census

conducted in 2017 are srill ptovisional) but, taking the last census as the
base and extrapolating inter-censal growth rates derived from surveys, it was
estimated that Pakistan's urban population in 2015 would be 72.5 million
or a 38.6 per cent increase. Casual empiricism and serious studies have

challenged the definition of ,urban' areas used in the 1998 census as it covers
only those Hving in the municipalities and cantonments. Raza Ali,S using a

more broad-based definition of urban and urbanizing areas, has shown in his
studies that the attributes of administrative areas do not adequately reflect

the process of urbanization and agglomeration. Using density, urban core,

and distance to city, his re-estimation of the 1998 census shows that the
urban population is likely to increase by at least 20 per cent to 48 million,
i.e. 36 per cent of the total population. Assuming 4 per cent to be the
average growth rate between 1998 and 2015, the current urban population
would be 87 million or 46 per cent of the total population today.
This mixture of an urban population comprising a growing middle-class,

demographics favouring a younger, better-educated, mote self-confident
population, a vibrant social media, and an active, vocal civil society can have

a serious transformational impact on Pakistan's politics, governance, and
delivety of basic services. The latest census should therefore result in a fresh
delimitation of constituencies for the national and provincial assemblies,

shifting the balance of power from the dominance of rutal electorate (70 per
cent) to an even-handed division of the population (55:45). The rural
consrituencies are, by and large, driven by the politics of biradri, kinship,
familial ties, tribal affinity, and obligations to the feudal lords, and are
characterized largely by the traditional patron--elient relationship.
On the other hand, the expectations of the urban electorate are related

to delivety of tangible results and promised parametets of performance.
Those who are unable to meet these expectations are usually shown the
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door as the threshold of the urban population's tolerance for incompetent,

self-setying, and corrupt individuals is telatively low. A comparison between
the candidates contesting the elections over five decades shows a persistence
of a dynastic element and family orientation as significant determinants in
the rural constituencies with low turnover. In the urban constituencies, the

fatality rate is relatively high and new faces are more common. Changes in
party affiliations are relatively more common in the rural constituencies
because the parties chase 'electables' and bring them into their fold. The

same long dominant families in rural Pakistan are found to be more prone
to changing party loyalties than their urban counterparts. However, this
tendency has been curbed since the constitutional amendment that forces

a person to resign from his seat if he crosses the floof.
The complexion of parliament and the provincial assemblies and the

electoral outcomes in 2018 is, thetefore, likely to be quite different from

that in 2013 if the elections arc held in freshly delimited constituencies. The
induction of a large number of urban elected representatives is also likely to
help to alter the governance structure. Accountability, transparency, right

to information, financial disclosure, and audit are likely to be demanded
by the urban electorate. They are more likely to be interested in getting
access to public services such as education, health, water supply, sanitation,
transport, land for housing, and security. These services are delivered largely

by the local governments.
The MNAs and MPAs will therefore, perforce, have to work with

the municipal corporations, municipal committees, town committees,
and cantonmentS to satisfY their voters. The impetus for reforms of
institutions deliveting these services will thetefore be shared by all three
tiers of the government. The present tension and in-built conflict that is
the main hurdle in adopting reforms would thus be eased and give way
to a harmonious and synergistic relationship that would affect the quality
of governance. An important side effect will be that the state would be
able to assert its legitimacy through a demonstrated record of effectiveness
in delivering basic public services to the population. This would allow it
to collect taxes from individuals who question the government's moral
authority to tax the people when they are unable to deliver essential setyices.
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The sequence of events that can minimize the current mess associated
with urbanization and unshackle its hidden potential is cleat. The
constituencies should be delimited on the basis of the 2017 census results,
and administrative powers and resources should be devolved ro the local
governments. Once the new elected represenmtives come to office, their
survival instinct would force them to reform the insdtutions that deliver

basic public services for fear of being thrown out of office by an informed
and demanding eleclOrale. These changes will not occur during one five-
year period but at least a beginning ought to be made now by holding
the census and delimiting the constiruencies. This appears 10 be the best
possible prospecr for driving institutional reforms in Pakistan.

BOX 16.1
Essential ingredients for restructuring and strengthening the proposed

institutions
• Select and appoint on basis of open competition and merit a widely

respected, strong, and competent individual of known integrity and

demonstrated leadership qualities to head the institution for a fixed tenure.

Removal from the office can take place only under pre-specified conditions.

• Agree on the mandate, terms of reference, responsibilities, functions, powers.

objectives. framework agreement. and key performance indicators (KPIs).

• Appoint an independent Board of Governors wherever necessary. consisting

of eminent persons for oversight. supervision. strategic planning. and

budgetary allocations, holding the management accountable for results.

• Grant one line budgetary allocation to resource the organization and allow

financial autonomy subject to internal controls and external audit.

• Delegate the powers to the head of the organization to appoint the

professional staff and human resources of calibre through an open,

transparent process.
• Submit an annual performance report (0 the Parliament and appear before

the relevant Parliamentary committee to answer questions.

• Government can provide policy direction but not interfere in day-to-clay

operations.
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Lessons from the Experience of Other Countries

Aquestion that may be raised in the context of the theme explored
in this volume is whether Pakistan is unique in the impact of its
governance infirmities. Aren't there other countries with weak or

frail institutions and poor governance that have performed quite well?Table
17.1 presents a comparative picture of Pakistan, Bangladesh, and India in
relation to various governance rankings compiled by diffetent otganizations.
Yes, it is true that Pakistan has slipped steeply since 1990 but the tankings
for the othet two countries ate not very encouraging either. Bangladesh
was rated by Transparency International for flve consecutive years in the
early 2000s as the globally most corrupt country. It was only in 2006 that
it moved ftom the last position to the third last amongst 163 countries.
The two begums have been constantly engaged in unseemly political battles
for ovet two decades. Matters came to such a pass that the military had
(0 intervene in 2007 and set up a caretaker government for two years (Q

cleanse the political system but without much success.
The result aftet the two year hiatus was the same: The Awami League

(AL) and the Bangladesh National Awami Parry (BNP) continued to
remain the twO dominant parties, with AL winning the elections. Since
then, the ruling parry has crushed the opposition parry with a heavy hand
and gradually tamed all institutions of the state, including the judiciary, and
is on the path toward a one-parry government. Nonetheless, Bangladesh
has done remarkably well ovet the past 25 years, growing economically at
a respectable rate and showing improvement on social indicators. India,

for its pan, has not fared well on some of these indicators.
A study of India's public institutions reached the following conclusion:

Many of India's institutions-bureaucracy, political parties, universities,

467
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investigative agencies, public enterprises-have markedly deteriorated and

institutional decay, and its causes and consequences for governance, has
been an important subject and enquiry for concern.'l A recent study has

focused on the nexus between crime and politics in India.' M. P. Singh in
his study' concludes that 'India's record of administrative reforms is shown
to be glacial and unimpressive. This is attributable to the vested interest of
the political and bureaucratic classes, the weakness of the class of bourgeois,

fragmented elecroral mandates, and divided governments.' Several ministers
of the union government and chief ministers along with senior bureaucrats
were accused, indicted, or convicted of corruption and other malpractices
in recent years. Norwirhstanding this frailty of institutions and weak
governance, India remains one of the top performers among the emerging

economies. Devesh Kapur' explores whar he calls this paradox posed by
the Indian experience: more rapid and less volatile growth despite greater
governmental instabiliry.

Indonesia under Suharto was cited as a striking example of crony
capitalism. The family was involved in most of the large projects and
business transactions along with their business partners and no major
deal could be consummared without the blessing of the Family. This
notwithstanding, Suharro's record in turning around Indonesia's economy
and lifting almost 100,000,000 people out of poverty by 1998 was
quite impressive.

A careful comparative analysis of binary pairs of Pakistan vs these other
three countries is beyond the scope of this chapter but some tentative and
preliminary explanatory hypotheses can be offered. All three countries-
India, Indonesia, and Bangladesh-enjoyed macroeconomic and polirical
stability over a prolonged period of time with a continuity of economic
policies. Successive governments did not deviate from the basic policy

anchor, i.e. promotion and support of the private sector, signalling to
investors that changes of government would have no shock or unanticipated
effect on economic policies. This imbued a sense of confidence and
predictability which permirred an uninterrupted and orderly journey in a
predictable direction. Rent-sharing among private businesses, government
officials, and politicians was commonplace and got entrenched a5 a standard
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norm of doing business.There were no surprises or abrupr disruprions when
governmenrs changed hands and therefore the renr-seeking was growth-
enhancing,5 in the sense that the owners used the surplus to invest and
expand rheir domain while the governmenr facilirated and paved rhe way
by removing the bottlenecks and hurdles. thereby enabling the businesses
to become inrernationally comperirive. This relarionship unshackled the
entrepreneurial energies of the private sector in contributing to higher

national gtowth. Investmenr rates temained high.
Civil society organizations (CSOs) in Pakistan remained dormant and

inactive until rhe 2007 lawyers' movemenr which eventually led ro the
resignation ofPresidenr PervezMusharrafin August 2008. Larry Diamond'
points out that in democracies, growing accountability is coming from a
combination of older civil society organizations-student associations,

trade unions, and religious bodies-alongside newer groups working for
good governance and democracy such as think-tanks, bar associations,

human rights groups, women's groups, and the like. These newer groups
have played a prominent role in Bangladesh and India, and much less so

in Pakistan.
In India, the reforms of 1991 almost completely unshackled the private

sector and allowed it to compete in the domestic and international markets
for goods and services. Although rhere is a great deal of ambivalence'
towards privare businesses in India, a legacy of rhe Mahalanobian
thoughr, Indian entrepreneurs must be given credir for raking advantage
of liberalizarion and deregulation. Once it was clear rhat these reforms
were irreversible. they invested in expansion and the development of new
productive capacity. Their learning by doing under the constraints of the
protected import-substitution regime helped them to achieve efficiency.
India has a large domestic market and as disposable incomes rose and
poverty declined, manufacturing firms were able to reduce their unit cost

of production through economies of scale. Some other sectors were able to
prosper on rheir own because of the state's benign neglect, a well-known
example of this being the IT sector and its dynamic growth. The posr-1991
period also witnessed the return of Indian nationals who had received an
academic education at the best educational institutions overseas and had
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worked in the most advanced companies around the world. A numbet
of Indians who had prospeted economically in the Silicon Valley set up
ventute capital funds and angel investot funds to suppott the statt-ups.
They wete foHowed by international venture capital, angel investots,
and private equity and hedge fund managers who made beeline to India.

Foreign direct investment shot up and investment-GOP ratios exceeded
30 per cent, demonstrating a renewed confidence in future economic
prospcccs. Multinational companies were attracted to India's low cost
talent, vast market, and the newly liberalized business environment.
They decided to set up joint ventures with well-known Indian companies

btinging in technology, matketing know-how, and theit global netwotks.
The diffusion of technology and knowledge then petmeated Iodian-owned
companies too when managers and technicians of the multinationals were
luted by the fotmet, thus taising the general productivity levels. India

was thus not only able to catet to the latge and burgeoning middle-class
domestically at competitive prices even after impotts became freely available
but also doubled its share in the global expon market. Indian business
houses acquired ",<sersabroad and invested in foreign markers and rhereby
diversified rheir ponfolios. IT expons rose dramatically, making India rhe
largest outsourcing services centre in the world.

The orher unanticipated but favourable side effect of tbe 1991 reforms
was the changed nature of rhe relationship between the union government
and the states, as Raja Chelliah8 aptly purs it, 'The relative spheres of
the two levels of the government have been thrown into flux. The scope
for real decentralization of economic power has been greatly increased

and new vistas have opened for creative and innovative activities by the
subnacionallevel of government.' A new 'federal market economy' emerged,
the distinguishing characteristic of which was competitive federalism. The
state chief ministers vied with one another to attract investment, holding
conferences, road shows, receiving delegations, and persuading investors to
locate their industries or business projects in their states, with the lures of

incentives. tax breaks, land at subsidized rates, public utility connections,
and rhe like. The more enrerprising srares, such as Tamil Nadu, Cujarar,
Maharashtra, and Andhra Pradesh under Chandrababu Naidu, became
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role models for rapid economic growth which would then be emulated

by the laggards.
The 11th Finance Commission's supplementary teport also strengthened

the fiscal powers of these progressive states by altering the priorities for
allocation from need and social justice to effective utilization of resources
and economic growth. Rudolph and Rudolph' go to the extent of
artributing Indias high growth rate in large measure to state-level initiatives

and entrepreneurship.
In addition to the private sector dynamism and competitive federalism,

there were some public institutions tOO that contributed to India's economic
resurgence and resilience. Kapur'o is of the view that India's polymorphic
institutions provide a kind of institutional safery net that has limited
the downside and given it a systemic resilience. There is large variance
and some public institutions have played a critical and vital role amidst
'a thick institutional web'. The diversiry of this institutional portfolio
may reduce both risk (systemic stabiliry) and return (rates of economic
growth). He believes that this diversiry reduces covariance risk across
institutions which minimizes systemic risk. and that these features of the
institutional landscape have given India a systemic resilience. According
to him, 'this resilienceweakens the downside risks of political instabiliry-
political volatiliry neither results in economic volatiliry nor amplifies into

systemic collapse'.
M. B. Alam 11 is of the view that e-governance in India has made a

significant contribution in moniwring and implementing various
government schemes and projects and this has resulted in bringing
accountabiliry and transparency in governance and improved the qualiry
of life of cirizens both in the rural and urban areas.

Several former senior Indian policy-makers interviewed for this study
identified some of such institutions. They were of the view that the
independence given to accountabiliry institutions such as the Chief Election
Commissioner, Central Vigilance Commission, Union Public Service
Commission, Comptroller and Auditor General ofindia, Central Bureau
of Investigation, Reserve Bank of India, Securities, and the Exchange
Board ofindia has gradually improved their performance and made them



472 GOVERNING THE UNGOVERNABLE

relatively effective. They also added that the Right to Information Act, the
Infotmation Commission, and Citizens' Charter are positive developments
which have strengthened the hands of the civil society organizations (CSOs)
in ensuring transparency in the public sector.

The most effective gatekeeper of/ndian democracy which has emetged
in the last 25 yeats is the Chief Election Commissionet who enjoys virrually
unferrered powets to disqualifY candidates and parries from contesting
elections. The post gained a lot of arrention and public confidence since
the appointment of the no-nonsense TN. Seshan in 1990. The traditions
set by him wete forcefully emulated by his SUccessots.The elections in this
extremely socially heterogeneous and ethnically and linguistically divided
COUntryhave been free, and fair, and the results are rately challenged.
India's competitive federalism was also greatly assisted by the politically

far-sighted decision to reorganize the administrative structure on the

basis of ethnicity and language, in this way demonstrating flexibility in
accommodating the demands of the various segments of the population in
carving OUtnew states. This helped in loweting the temperature, diffusing
grievances, and forging truSt in the central government. All the noise and
protest died down and the creation of the Telangana state, carved out of
Andhra Pradesh, was the last of such demands ro be met.
Pakistan, on the other hand, has followed a highly centralized approach,

nrSt unif}ring all the four provinces into one unit, i.e. the province o£Wes(
Pakistan, causing a great deal of hearrburn and dissatisfaction in the smallet
provinces. The alienation of East Pakistan was triggered by the decision to
declare Urdu to be the sole national language while the majotity in East
Pakistan spoke Bengali. Imposing parity in political representation on a
province which had a majority of the population was also perceived to be
a blatant violation of democratic principles and a berrayal by a minority
of the West Pakistani elite seeking to retain control. In a country divided
physically by a distance of 1,000 miles of territory of a not over-friendly
neighbour, logic demanded that greater autonomy should have been
given to the provinces. Rather, the opposite was the case, with greater
centralization and all imporrant decisions being taken in Islamabad. The
six-point agenda of Sheikh Mujibur Rahman, which galvanized the Bengali
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population and then led to the emergence of Bangladesh, was a reaction
to this system of over-centralized governance that neglected the genuine
interests of East Pakistan. After 1971, a confidence-building measure to
forge trust and allay the fears of the three smaller provinces would have
been to divide the largest province of Punjab into three provinces. Punjab
currently dominates the Pakistani landscape politically and being relarively
more advanced, this gives rise to unnecessary rivalries and unproductive
tensions. A further reorganization of the existing four provinces could be a
more sensible and durable solution by accommodating the distinct ethnic
and linguistic identities of the people living in these areas.

A scholar of South Asia has correctly observed:

Far from opening the doors to fragmemarion and weakness, the redrawing

of state boundaries on linguistic basis has on balance probably strengthened
India's unity and thus the platform for its democracy. Creating and

maintaining some fundamental institutions of democracy proved to be

more difficult in Pakistan than in India. The rule of law, on balance, is

significantly sturdier in India than it is in Pakistan at the highest levels of
the system,but equallyfilledwith holesat the lowerlevels."

THE INDIAN REFORM ExPERIENCE"

The credit for this must be go to P. V Narasimha Rao who, as a prime
minister heading a minority government after the tragic assassination of
Rajiv Gandhi in May 1991, was able to establish the necessary political
coalitions in support of the reforms. Rao was successful in conveying to
his political opponents and to the people at large that India would be faced
not only with an unprecedented economic crisis bur also a potentially great
political one if the population failed to unite in suPPOrtof the reforms. His
principal secretary,A. N. Verma, marshalled a highly sceptical bureaucracy
in support of the effort. This unity of purpose amongst the political class
and senior bureaucracy provided the necessary conditions for the Rao
government to successfully reverse the three decades of steadily rising state
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intervention in all aspects of economic activity which expanded the scope
of state capitalism, central planning, and bureaucratic overregulation.

In sum, the best testimony to the successof the 199I reforms is reflected
by the rate of growth of per capita incomes in the 25 years preceding
the reforms and those succeeding it. Between 1965 and 1990, India's
average annual GOP growth was a mere 4. I per cent, which translated to
a per capita income growth of 1.9 per cent per annum. In the subsequent
period (J 990 to 2015), this increased to 6.3 per cent and 4.6 per cent
respectively. The reforms allowed India to completely jettison the so-
called Hindu rate of growth. It would not be misplaced to say that
without these reforms, India could have faced acute social and political
unrest that would have arisen due to the economy's inability to generate
sufficient wealrh and employment had economic growth remained at

pre-199 I levels.
A related achievement of the reforms, characterized by making the

Indian economy more open (Q foreign financial flows and markets, was

to integrate the Indian economy more deeply with the global economy.
During the 25 years prior to the reforms, the share of the trade (export
and imports of goods and services) in the total GOP was a low 11.5 per
cent on average. This increased fourfold to reach 48.7 per cent in 2015.14
This was a direct outcome of policy reform measures being focused largely
on the 'tradable sectors' of the economy. The average import tariffs have
been brought down from about 82 per cent in 1990 to under 10 per cent
in 20 I4, giving Indian consumers and producers the benefit of the lower
prices prevalent in global markets. Exports of goods and services (taken
together) have increased from a mere $2.0 billion in 1965 and $22.6 billion

in 1990 to $522 billion in 2014.
The higher level of integration has allowed India to benefit not only

from easier access to foreign markets and relatively cheaper intermediate
inputs bur also from higher inflows of foreign direct investment (FDI),
portfolio investments, and technology. This has enhanced the investment
capacity and raised productivity levels in the economy. In sum, the 1991
reforms put India on a higher trajectory of economic growth by removing
some of the dysfunctional controls and regulations, facilitating the import
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of intermediate inputs, technology, and financial inflows, thereby moving
the economy towards greater integration with the world economy and de-
reserving some key sectors ftom exclusive public sectot ownership. During
the 25 years after the reforms, India has been successful in reducing the
percentage of irs population living in abject poverty. 56 per cent of the toral
population lived below the poverty line in 1973 and 46 per cent in 1993
but by 2011 it was down to 22 per cent. This means that over 150 million
people were brought out of rank poverty as compared to an increase in the
number of poor from around 326 million to 416 million, between 1973

and 1993, in the period prior ro the 1991 reforms.
However, reforming governance is a necessary condition for improvement

in the delivery of public services and thereby making it more inclusive.
Better (accountable, consistent, and transparent) governance is also at the
heart of improving the conditions for doing business and making India a

more investor-friendly environment.
More accountable governance also reduces the distance between the

governors and the governed, thereby deepening democracy and liberating
it from the feudal overtones that currenrly characterize it.]' Prime Minister
Modi and the BJP government are deeply concerned with probity in public
affairs and their record in office for the past three years has been a great
improvement over the previous government which was stigmatized by
one big scam after another. Casual empiricism suggests that corruption
at the higher levels at the Centre has indeed taken a nosedive since 2014.
Both politicians and senior bureaucrats are afraid of serious consequences

if they are found indulging in malfeasance. However, that does not by any
means indicate that corruption has disappeared from the citizens day-to-
day dealings with the lower level government functionaries.
The Indian experience demonstrates that tough economic reforms

become politically feasible in times of crisis. The role of leadership in
seizing that particular opportunity and biting the bullet is critical. Another
factor for success is that the credibility of reforms is established only when
the party in opposition to the one that introduced the reforms also fully
endorses them and carries them forward when in power.This perception of
irreversibility acts as a strong signal to domestic and international economic
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actors that a paradigm shift has taken place and changes in the political
dispensation would have very little effect on the broader economic policies.

BANGLADESH

Since 1990, Bangladesh's economic growth has averaged 4 per cent per
annum. Its national income doubled in real terms Within two decades
between 1990 and 2010. The share of extreme poverry fell to 40 per cent
by 2011 from 59 per cent in 1990. Life expectancy rose from 55 to 69
years. The percentage of children dying before their fifth birthday dropped
from 14 to under 5; over 90 per cent girls are enrolled in primary school.
ByCOntrast,the period 1970-90 was characterized by a zero growth rate

per capita. An average citizen had the same income in 1990 as in 1970.
Extreme poverty had risen from 46 per cent in 1970 to 59 per cent in 1990.
Disease was widespread. Bangladesh, which did not grow a single bale of
COtton,has become one of the wotld's largestexporters of readymade garments
(RMG) in less than two decades. The development of the RMG sector in
Bangladesh is a fascinating story that needs ro be explored and understood.
The multi fibre agreement (MFA) quota system provided entrepreneurs

with promising opportunities to start a high profit business. The problem
of foreign market entry was solved when Bangladeshi entrepreneurs
negotiated business alliances with large foreign garment producers and
buyers. The class to which the RMG industrialists belonged" enabled
them to have great influence on policy matters and that, in turn, led to
the formulation of policies and incentives that were RMG-sector friendly;
the problems associated with stifling government control and regulations
were thereby sidestepped by the industry. Moreover, the operation of the
government's incentive scheme, along with quota rents, created large profit
opportunities for the RMG industrialists, and this was further enlarged
by the government deliberately overlooking some illegitimate activities
engaged in by the RMG exporters, such as selling fabric imported on a
duty free basis into bonded warehouses in the domestic tariff area and
violations oflabour laws.
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The higher than normal profirs they earned nor only made ir possible for
rhe RMG producers ro absorb the higher cosr of doing business arrriburable
ro poor governance, bur also allowed rhem ro spend heavily on 'speed
money' and also ro reinvesr and expand production facilities. It is often
observed by critics of the garment industry that bribery in Bangladesh,
prevalent in a relatively mild form before the establishment of the cotton
garment industry, increased manifold and became firmly embedded in the
country's administration's psychewith the bitth and growth of the industry.

FaisalAhmed, et aI." explain that the successivemilitary governments
between 1976 and 1991 introduced economic reforms which created
favourable external conditions for the RMG's take-off. Since 1990, political
competition has operated in a moderately stable but vulnerable equilibrium
of democratic institurional rules with competitive clientele-ism. The fiery
political differences between the Bangladesh National Parry (BNP) and the
Awami League (AL)have had no tangible implications for economic policy.
Both panies maintain sufficiently large coalitions of suppott to remain in
power via the redistribution of informal and formal rents. For both panies,
these coalitions increasingly comprise legislarors with financial stakes in
the garment industry (10 per cent of the country's legislarors directly own
garment factories or have financial interests in the garment industry).

The government policy has been to facilitate the sector's growth
through non-interference and a decentralized industrial policy. The state
decentralized and delegated responsibilities ro private organizations such
as the various garment associations (for example, BGMEA, BKMEA, and
others). This consensus on liberal economic policies has occurred in the face
of a politico-economic environment that rewards political rent-seeking and
fosters a regularory state. Notwithstanding a rotation of governments every
five years. economic policy has remained consistent because both parties
favour privatization, liberalization, and export-led growth. In contrast to
other developing countries, the approach of each parry's industrial policies
has been relativelyhands-off. The government decided ro delegate authoriry
ro issue import customs certificates to the BGMEA which streamlines
the procedures for manufacturers ro acquire imported raw material and
technology. An abiding feature of Bangladesh politics is patronage-based
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corruption. However, as an astute observer pithily commented: 'In the
event stationary bandits dominate the taving bandits, the hatmful effects

on economic growth in Bangladesh would be limited.'
M. Ali Rashid" examines how, in the face of such inadequate

infrastrucrural facilities such as power and transport, bureaucratic delays
and inefficiency, political instabiliry marked by frequent strikes and
interruption of services, all contributing to very high cost of business in
Bangladesh, the readymade garment industry has grown so rapidly and

succeeded in generating three quarters of Bangladesh's aggregate exportS.
The answer is threefold. Fitst, the industry earned extraotdinarily high

profits originating from rhe MFA quota system, collaborative arrangements
with foreign importers and their representatives in Bangladesh for assistance
and guidance in meeting the specifications. standards, and quality required
for overseas markets, and foreign investment in export-processing zones.
Second, the entrepreneurs were drawn principally from the elite or

ruling class, that is, retired civil or military officials and politicians, all with
sufficient connections with and influence over government policy decisions
favourable ro the industry. Export suhsidies, tax rebate on imported
components, bonded warehouse, and a back-ro-back licensing system

greatly economized on working capital requirements; the poor working
conditions due to inadequate or non-enforcement of labour and safety,
standards which added to the abnormal profits. persisted partly because
(he entrepreneurs had sufficient influence over the regulatory authorities
who ignored violations and partly because high profits enabled them to

buy off the enforcement agencies.
Third, the high cost of business, stemming from poor or lax customs,

a sea, and airport administration often ridden with corruption, were
overcome through the necessary illicit paymenrs, the former, in turn,
encouraging corruption. Some observers believe that the most successful
institutionalized sysrem of corruption in Bangladesh was established by

the garment industry.
M. A. Taslim" points out that certain economic policies adopted by the

governments in Bangladesh, especially those concerning private sector-led
growth, were instrumental in accelerating growth notwithstanding poor
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and deteriorating governance in certain areas. Bangladesh's experience
shows that wholesale improvement is not essential for high growth. There,

professionals, particularly lawyers, formed the most important group in
the first padiament. However, by the eighth parliament, 51 pet cent of
the elected members were businessmen. Taslim argues that even if many of
these members engaged in corruption, much of this money would find its

way direcdy into legitimate business. This would ensure that government
policies were in the personal and collective interests of influential business
groups. Protection of legitimate business enterprises and their incomes
now became a priority for the ruling elite. For example, opposition

leaders owning banks keep their banks open during hartals when they

forcibly shut down virtually everything else. There has not been much
determined resistance to financial sector reforms in the recent past because
poor governance could jeopardize the health of the entire sector. Policies
and practices intended for private sector were introduced in consultation

with them.
Mushtaq Khan20 argues that what is critical for economic growth is a

high level of growth-enhancing governance, the most important elements
of which are: (al management of weak property rightS, (b) provision of
incentives for technological progress or 'catching up', (c) management of
political stabilization in an environment of personalized power relationship
and patron-client politics, (d) performance-linked state assistance measures
to domestic enterprise, and (e) records of property ownership tides,

registration, public disclosure, and display, and allocation of state land to
the landiess. Only when growth occurs are adequate fiscal resources available
for transfer through transparent, accountable, and participatoty processes

to balance a multiplicity of competing interest groups in order to achieve
political and social srability that is conducive to capital accumulation.

In Bangladesh, there was growth-enhancing governance as the
efficiency of investment and returns were high because the transaction
costs of exporting were lowered by an investment-friendly environment.
Srarting and engaging in business was relatively easy and highet

returns and lower transaction costs promoted a greater volume of
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investment. What wete those policies that led to a lowering of the
transaction costs?
Banking Refotms allowed the private sector to expand and take over

the share of the Nationalized Commercial Banks (NCBs). The share of the
NCBs in total deposits fell to 40 per cent by 2005 while that of ptivate
banks exceeded 50 per cent. The same was the case for advances, with the
NCBs share declining to 35 per cent and the private banks capturing 55
per cent. Consequently, private sector credit to the GOP ratio rose to 44
per cent, a much higher percentage than in Pakistan, thus meeting both
the working capital and fixed investment needs. Bangladesh's curtency has
been stable and has not depreciated, thus avoiding inflation of the imported
inputs which represents 40 per cent of the export output.
An overall improvement in the banking sector, along with an unfettered

access to associations, trade bodies, and chambers of commerce and

industry of the private sector, allowed prompt redressal of their grievances
and bottlenecks.
The tax rate in Bangladesh is low in relation to other countries.

Industries competing with imports enjoy a very high level of protection.
Thete is ttade protection for RMG in developed countries in the form of
quotas, duty free access, import bars, high import taxes in the domestic
markets, and generous cash incentive schemes.

A large pool of unemployed or under-employed workers and a
largely ineffective trade union movement maintained an effective lid
on demands for higher wages and allowed employers to reduce labour
protection standards with impunity. Minimum wages were not revised
for long periods; real wages nearly halved. The hourly labour cost is thus
amongst the lowest in the world. Domestic and industrial credit have
grown robustly.

Gherzi,21 in their report to the ministry of commerce, summarize these
developments;

In the 25 years, the private sector's contribution [0 GDP has grown to more

than 7 cimes that of the public sector. Rate of decline of the public sector

was 18% in the 1990,.
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• RM"Gsucceeded in creating a cocoon around itself for protection against

existing governances-related problems. The industry attracted a fairly

large number of well-educated people including former bureaucrats and

miHtary officers who had the skill, contact, and influence to bend the

government machinery and regulations to this advantage. A series of

innovations such as back-to-back Lie, duty drawback, and the bonded
warehouse system created a virtual economic enclave that mimicked a

free trade environment. It helped to eliminate the anti-export bias of

the extant trade policy. A weakening of left politics and (fade unionism

afforded the manufacturing a highly flexible labour market with very low
wages and lax labour standards. There were virtually no industry-wide

movements until very recently.
Low wages because of an excess supply of labour and poor labour standards

and high product prices owing to quotas and duty free access ensured large

profits for the industry.

The other dimension of rural poverty alleviation was the spread of micro-

credit principally to women. This has revolutionized the rural landscape.
16.1 million beneficiaries of micro-credit programmes are being served by

721 NCOs disbursing TK 339 billion annually.
An additional factor that was missing in Pakistan but played a pivotal

role in Bangladesh was the subservience of the judiciary to the executive.
Ali Riaz" points out this particular feature of the Bangladesh governance

frannework:

The 4th Amendment served the very root of the independence of the

judiciary and made it subservient to the executive branch. Under the new

constimtion, the President could remove a judge including the CJ simply

by an order of the grounds of misbehaviour or incapacity. The President also

assumed the authority to appoint additional judges to the Supreme Court

(SC) without any consultation with the Chief Justice.
The power and authority of the SC was severely curtailed. The authority

of the SC in matters of appointments to, and control and discipline of,

subordinate courts was withdrawn and vested in the president. The power
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of the High Court Division in respect of the enforcement of fundamental

rights and to issue certain orders and directions was circumscribed.

The Fourth amendment established the supremac)' of the executive over
the legislative and judicial organs of the state.

Survj
2
3 includes the anti-corruption institution to this process of the

executive capture:

In Bangladesh, not only does the political class oppose bur actively

frustrates any efforts to build institutions that will be the source of

horizontal accountability. In 2013, the outgoing chief of the ami-corruption

commission described the commission as a 'toothless tiger'. These institutions

are considered by the political class, irrespective of their party affiliations, as

unnecessary, burdensome, and detrimenral to the political mission.

What are the lessons that can be learnt from the Bangladesh case? It
may be safe to assume that in Bangladesh, the leadership was convinced
that maximizing the long-term growth of the economy provided greater
political dividends to the larger business community rather than confining
patronage to a narrow group. A symbiotic relationship brought about

a stable equilibrium between businesses, politicians, and bureaucrats.
Politicians receive money from large businesses for their election campaigns,

bureaucrats supplement their incomes with gifts and payoffs, while the
businessmen enrich themselves and expand their businesses by investing
rheir inordinate profits made through the largesse they receive from and
the friendly environment provided by the government. Evetyone is well
off, including the public at large, which benefits from high investment rate
and economic growth. Increased participation of women in the organized

labour force has had a favoutable impact on healtb, educatioo, family
planning, and nutritional intake.

Liberal out-migration policies help to resolve the unemployment

problem and add to foreign exchange earnings and better living standatds
for the families of the poor. An alternative to tbe ptesent policies looks is

not obvious. Members of the general public would lose trust in politicians
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in absence of employment, migration, and growth, and political discontent,
and violent uptising would be the eventual outcome. The social and
electronic media have made free, unvarnished. and also sensational flow
of information possible which helps in arousing unrest and discontent.
The objective of the ruling parties to maximize the probability of their
continuing in office does seem precarious if the latter were to occur. The
very people who are the perpetrators of poor governance also have the
ultimate power to salvage the situation.

The ptincipallesson to be drawn from the Bangladesh example is that

the opening up of the economy to greater private sector participation. trade
liberalization, bank credit growth, lax labour standards, and facilitation

rather than obstruction by government functionaries were critical success
factors in the achievement of a high growth rate. The second prong in the
strategy was to allow NCOs ro fully participate in social development and
the provision of micro-credit ro address rural poverty.

SUMMATION

Acceleration in economic growth does not require wholesale improvement
in governance, as the experience of Bangladesh. India, and other countries

suggests. Hausman24 is of the view that some institutions are more helpful
to economic growth than others because they remove binding constraints,

e.g. sensible economic policies are put in place, and the private sector
is unfettered.

Notwithstanding poor governance, in India and Bangladesh they were
able to perform better than Pakistan since the I990s for a variety of reasons,
i.e. political stability, macroeconomic stability, continuity, and predictability

of economic policies despite changes in political avatars, promotion and
encouragement of the private sector, and private investment. The investment
rates in both these countries were twice as high as that in Pakistan.

In India, competitive federalism and administrative reorganization of

states lowered political tensions and mistrust, infusing a sense of unity and
common purpose which proved beneficial to the economy. Bangladesh
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also allowed non-governmental organizations to play an active role in the

provision of basic social services such as education, health, and micro-
credir. rhus improving the social indicators. Female lireracy and female
participation rates were higher in Bangladesh in comparison ro India and
Pakistan which also contribured to lowering the incidence of poverry.
Pakistan had a relatively dormant and inactive NGO sector bur there have

been some positive developments in me recent years in the education and

health sectors.
Political uncertainry in Pakistan lowered the time horiwn of the private

economic actors who used their returns for investment in real estate and
the stock market, or capital flight. Investment in productive activities

slackened in consequence but also due to the extremely intrusive character
of the lower bureaucracy which increased the transaction costs of doing
business. Insecurity of life and properry because of the terrorism during

the post-ZOO I period also played havoc with the economy.
The comparative governance indicators for the three countries discussed

in this chapter are not particularly impressive but those of Pakistan have
deteriorated relatively more rapidly over the past two decades.

APPENDIX

Table 17.1: Comparative Indicators of Governance

Rq>on PaIdJWl India ~
Global competitiveness Report

Earliest year (2004) 91 55 100

l.atest year (2015) 122 39 106

Human development indicators

Earliest year (1990) 120 123 136

Latest year (2015) 147 130 142

Ease of doing business

Earliest year (2006) 60 116 65

Latest year (2016) 138 130 174
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World governance indicators

Earliesr year (2005)

Voice and accountability 17 60 29

Polirical stability and its Absence 5 18 4

Government effectiveness 40 55 21

Regularory quality 26 47 17

Rule oflaw 22 58 18

Control of corruption 14 43 5

Larest year (2005)

Voice and accountability 27 61 31

Political Stability & Absence of Terr. I 17 11

Government effectiveness 27 56 24

Regula<ory quality 29 40 17

Rule of law 24 56 27

Control of corruption 24 44 18

Perception of corruption index

Earliest year (1998) - Score Formar 2.25 N/A 2.78

Larest year (2015) (our of 168) 117 76 139

Global innovation index

Earliest year (2007) 73 23 98

Laresr year (2016) 47 31 112

Education for all index

Earliest year (1980) 0.161 0.24 0.202

Larest year (2013) 0.372 0.473 0.447

Legatum Prosperity Index: Governance

Earliesr year (2007) 46 47 48

Larest year (2016) 100 47 109

Bmelsmann Stiftung: transformation index

Earliest year (2006) 84 24 54

Latest year (2016) 100 23 73

Freedom House: Economic Freedom Index

Earliest year (1998) Freedom Rating 1-7 N/A 2.5 3
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Report

Latest year (2016)

Polity IV: Inti. Country Risk Guide

Earliesr year (2009)

Latest year (2010)

Global FoodSecurity Index

Earliest year

Latest year (2016) on 113
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Conclusions

Pakistan's economic rise in the course of the first 40 years of its

history and subsequent decline in the last 25 has puzzled a number
of analysts, observers, and policy-makers. This srudy was an attempt

to shed some light on this conundrum. The principal conclusions from the
chapters in this volume can be summarized as follows:

Single factor explanations are simplistic and misleading, although each
of them is a contributory factor. This study demonstrates that it is the
interplay of many internal and external factors that has led to the present
predicament. At least seven internal and six external factors cumulatively
are responsible for the present situation. This list is by no means exhaustive
and additions and deletions are possible.

INTERNAL FACTORS

In Pakistan, the relationship between state and market has been turned
upside down. The market efficiently allocates resources while the state
equitably distribures the gains from economic growth. In Pakistan, the
market has been rigged by a small elite which has also captured the state.
This lethal concentration of political and economic power in the same
hands-although the composition of these hands has changed at different
times-has given rise to both an inefficient economy and inequitable
income distribution.

An interrupted, discontinuous political order which prevented the
nascent democratic form of government from nurturance and growth
into a healthy tree: When Pakistan returns to democratic governance,

488
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what that amounts to is ptocedural democracy rather than substantive
democracy. Political representation is dominated by the biradari and
kinship ties prevalent in the rural areas. Politicians win over the heads of
biradaris ar election rime and they ensure thar rheir followers vore en bloc
ar rhe behest of their heads, rhereby disenfranchising individual members.
An absence ofinstirurional checks and balances, personalized, centralized,
and authoritative decision-making, with a concentration of powers in the

hands of the party head-along wirh weak political parties where dissent is
nor tolerared-have enfeebled rhe polity. Then rhere is rhe structural facror,
with one large, well-developed ptovince wirh a population exceeding thar of
rhe three other ptovinces of rhe federarion, is seen ro complerely dominate
rhe la[[er.There is acute mistrust and hostility between rhe largest ptovince
and the orher rhree which is nor conducive to "able and harmonious
relarions. 54 per cenr of the seats out of a total of 342 sears in rhe National
Assembly are reserved for Punjab. The province has done well in imptoving
its economy and reducing poverty while other provinces have nor been
able ro carch up.

The dominanr role of rhe militaty in assuming power four times and
rhe unsertled COntours of civil-miliraty relarions during rhe petiod of
democrarically elecred governments has given rise to an asymmerrical
power structure. This finding will be elaborated larer in this chaprer in
grearer derail.

The growing demand for good governance and its shrinking supply:
The principal reason is rhe dereriorarion in the quality of rhe civil services
and rheir poliricizarion, thus profoundly impairing the capacity of state
institutions to maintain law and order, collect taxes, deliver basic services,
and thus exercise rhe wrir of the state. The Chinese government is builr
around a long tradition of meritocratic recruitment. civil service exams,
a high emphasis on education, deference to rechnocraric authority, and a
highly qualified bureaucraric government. Irs leaders have managed a hugely
complex transition from a centralized, Sovier-style planned economy ro a
dynamic open one and have done so wirh remarkable competence and have
rhe capacity ro rake far-reaching, complex decisions quickly. The inability
of democraric governments to address the needs of rhe broader public has
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increased popular disaffection, furthet undermining the legitimacy and
efficacy of representative institutions. The withering away of state-society
relations and people's disillusionment with the state and its institutions

provide space to non-state actors {Q operate parallel systems of justice,
service, delivery, and security. The radicals among them exploit the people's
unfulfilled desires to their advantage, receive public support, and are able
to and recruit people to their ranks.

Economic management: Pakistan has lacked continuity, predictability,
and consistency of policies. Investors are not certain about the long-term
position of the government. In consequence, investment rates are low and
growth extremely low. Much of the time, finance ministers, after allowing
inappropriate policies to continue and the economy to reach virtually the
brink of crisis, then appeal to external donors to bail out the country.

The Zia government sought to develop Pakistan into a centre for global
Islamic resurgence and to promote Islamist groups and militancy. The
media at the time was utilized to propagate orthodox Islam and militancy.
Oppression, lack of justice, and politico-economic inequalities also
contributed to extremism and militancy in Pakistan. A sense of humiliation,

political grievances, and a breakdown of the existing culture or political
structure exacerbated this tendency. The educated middle-class did not
prove a sufficiently strong countervailing force to match this extremism.

To quote Ayesha Jalal:

The vast majority of Pakistan's literate citizens have opted for the comforts

of ignorance, habits of scepticism and cynicism, and most troubling of all,

in the contagion of belief in conspiracy theories. The modern education

system inherited from the British was altered during this period and never

reversed subsequently to suit this goal. Thus, a generation and a half has

internalized hard-line Islamic discourse to the exclusion of other perspectives.

This socialization has its reference points-transnational Muslim identity,

Western injustices against Muslims, non-resolution of Palestine and

Kashmir, the West as an adversary of Muslims, and the role of the Islamic

movement rather than the Muslim status as the liberators of Muslims for

Western domination.l
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Pakistan's long-standing alignment with the US during the Cold Wat, the
Mghan war against the Soviet Union, and the recent war against terror
in Mghanistan has sevetely limited the scope fot independent decision-
making. The factors Pakistan has had to contend with could be itemized as:
• A petpetual fear of India as a hostile neighbour and the Kashmit
dispute have led to a state of national insecutity with dispropottionate
space occupied by the militaty. We have felt compelled to defend
our nation and constantly define and tedefine our identity vis-a-vis
Hindu India.

• The tegional proxy war between Saudi Arabia and Iran, and Pakistan's
overt alignment with one or the other of these contesting parties in
the 1980s, has led to an intensification of sectarian and extremism
within the country.

• The remnants of the Mghan war against the Soviets in the form of
Kalashnikovs and othet armaments, drugs, criminals, and religious
fundamentalism have fragmented the society into many factions.

• The consistent bailing out of Pakistan by external donors at a time
when it was on the brink of an economic crisis has vitiated any effort
and weakened the political will to bring about fundamental strucrural
reforms in the economy and governance.

• Pakistan's domestic constraints and capacity have not allowed it
to benefit from the international wave of globalization. India,
Bangladesh, Sti Lanka, and Nepal have all overtaken Pakistan which
in the 1960s was a model developing country.

Several alternate hypotheses have been advanced which were all tested in

this study but the dominant explanation that stands out has to do with the
relative performance of the institutions of governance. A survey of these
institutions-and the foundations upon which they derive their sustenance:
the state, society, polity, economy, and the like-eonducted by this study
maps a zigzag course, alternating between military and civilian governments
in Pakistan's 70-year history.
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The four transitions from elected to military governments and vice~versa
have created political instability and uncertainty but the lessons have not
been learnt. Governance under a democraric dispensarion has been under
attack in Pakistan for a long time. The yearning for a messiah or strong
authoritarian leader who can fIx the 'mess' created by democratically elected
leaders still remains quite strong. Political uncertainty leads to a wait-and-
see anitude on the part of investors. Lack of investment-hoth domestic

and foreign-retards the pace of economic growth. Low growth tates result
in high levels of unemployment and rise in poverty. The consequential
collapse in demand discourages investment in capacity-utilization or

new assets, perpetuating the uncertainty and thus retarding the pace of
economic development. Besides, if the gains of even this modest growth
are concentrated in the hands of a narrow privileged elite or in one or wo
regions rather than widely shared, rhe forces promoting social and national
cohesion are at risk.
Detractors of democratic governance point to the 1960s, 1980s, and

early to mid-2000s as periods which were characterized by rapid growth,
reduction in the incidence of poverty, and lower levels of unemployment.
The temptation therefore, at a superfIcial level, would be to artribure rhese
successful economic outcomes to military leaders such as Ayub Khan,
Zia ul-Haq, and Pervez Musharraf who were then at the helm. It is not,
however, realized that the transfer of power from military to civilian
governments in 1971, 1988, and 2008 were marked with macroeconomic
instability, a slowdown in economic activity, rising unemployment and
poverty, and high inflation. The 1970s, 1990s, and 2008-13 havewitnessed
crises in balance of payments, a depletion in foreign exchange reserves, a
depreciating exchange rate, flight of capital, below average growth rates,
and serious economic difficulties, forcing Pakistan to seek lMF assistance.
This problem arises because of the ephemeral natute of economic policies

under these governments which remained preoccupied in establishing
their legitimacy by demonsrrating thar they could achieve rapid economic
growth. According to one analyst:

Zia's economic policies represented a rather sharp contrast between
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reasonably satisfactory short-term economic management and an almost

total neglect nflong tetm policy issues.The long period of polirieal stability
and sustained growth under Zia ul-Haq offered major opportunities for

dealing with the underlying structural issues but these were never exploited.2

Once well-imemioned and honest military leadets in Pakistan decide

to co-opt politicalleadets in order to gain populat support and legitimacy
for their continuing rule, they have to abandon their principled stand and
reluctantly make comptomises and concessions to which they themselves
may be opposed. The fitst three years of Musharraf's rule in Pakistan
represemed one of the best periods in the history of Pakistan's governance.
However, the following five years under a quasi-political governmem,
when he had to emer into a coalition with a group of politicians, were

quite diffetem.
Empirical evidence suggests that economic accomplishmems devoid

of political legitimacy, however impressive, may prove to be elusive and

transient, and do not leave any lasting footprint. Similarly, those wishing
that a politically neuttal, technocratic governmem of experts underwritten
by the army should be installed to bring about the necessary reforms,
clean up the political stables, and weed out corrupt elements are also
sadly mistaken. In the twenty-first century, with the social media so active
and powerful in mobilizing public opinion, a free press, a vigilant civil
society, and an independent judiciary, it is hardly conceivable that any non-
represemative group, however well-meaning and competem, can succeed.
Political parties would all coalesce and organize their supporters to tesist
such a government. Rather than the expected economic turnaround, there
would be greater chaos and disruptions in economic activity. Once the
imposition of such a government also fails, there would be no alternative
other than to restote democracy and once more hold general elections. In
the meanwhile, the country and its people might have to face hardships
for nothing and the economy would have suffered enormous dislocations
and teversals purposelessly as a consequence of the political uncertainty

so created.
The economy and economic players require a stable political
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environment. It is not realized that economic policy decisions are not
purely rechnocraric solurions bur affecr various segmenrs of rhe popularion
in differenr ways and ro differenr degrees. There are bound ro be winners
and losers from these decisions. In a democratic society. there are forums
such as parliamenr and provincial assemblies which discuss and debare
the implications of various policies. Conflicts among winners and losers
are resolved rhrough compromise, conciliarion, and give-and-rake. In an
aurhorirarian regime, one person is rhe final arbirer. Sihe may have raken
a faulry decision bur rhere is no recourse available for irs reversal. Thar is
why even very sound policies iniriared by milirary governmenrs which had
made an impacr could nor wirhsrand rhe resr of rime afrer rheir deparrure.
The examples of rhe posr-Musharraf period of a complere dismanrling

of rhe local governmenr sysrem in all rhe four provinces, rhe supersession
of rhe Police Order, rhe reversal of rhe HR reforms inrroduced in rhe
Federal Board of Revenue (FBR), rhe hiarus in rhe privarizarion of public
enrerprises, rhe weakening of rhe higher educarion commission, and rhe
suspension of rhe order of conversion of B disrricrs rhar were planned ro
be covered by rhe police rarher rhan levies in Balochisran are iIlusrrarive of
rhis rendency. Those who were adversely affecred by rhese policies became
quire acrive and persuaded rhe newly elecred governmenrs rhar rheir
populariry would rise if rhese wrongs perperrared by an aurhorirarian leader
were reversed.

Ir can rherefore be inferred from rhese examples rhar wirhour
rhe involvemenr and parriciparion of rhe people and rheir genuine
represenrarives, eleganr and rechnically sound solurions inrroduced by
authoritarian regimes or competent technocrats are quickly thrown
overboard once the government changes. Policies, however, sound as they
may appear, are reversed. causing irreparable loss to business confidence.
The country pays a heavy price for the severe economic disruptions.
complere breakdown of civilian insrirurions, and lack of accounrabiliry
that ensues.

The problem wirh non-elecred governmenrs is rhar rhey are nor
accounrable ro anyone. As a new chief of army sraff rakes over, all his
subordinares fall in line and follow his orders as rhey are rrained ro do
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throughout their careers and this is the requirement of the job. Dissent,
open differences of opinion at decision-making forums are rare. The next

tier of officers look up to the chief for their promotions, postings, and perks,
and it is not in their interest to raise any questions or express scepticism.
When the same army chief rakes over the civilian govemmenr, he finds

himself ar a loss because rhe control and command srructure to which he
is accustomed does not exist. He finds that even the dara and information
which he needs for decision-making is not in a form thar is of any value ro
him. There are no clear black and white choices and plenty of grey areas.

The ambiguiries that have to be resolved require familiarity and hands-on
experience in the civil administration. He, therefore, perforce, relies upon

the inrelligence agencies and lower formations of the army.
'Groupthink' thus permeares the sysrem and an objective assessmenr and

evaluation of the impact of policies becomes quite challenging. This widens
the gap between the 'reality', as perceived by aurhoritarian regimes and

the 'actual reality' confronring the population at large. In such a situation,

the population feels helpless because rhey do not have any means at their
disposal to express their views or remove the ruler. To the extent that a
dictator is benevolent Of honest, the damage remains limited. However, in
the event of a malevolent or corrupt dictator seizing power or a benevolent
onc changing his stripes over time, there is no dear exit strategy. However
intense the disenchantment Of disaffection may be, there is hardly any
prescribed way of removing such leaders. Nasser, Sukamo, Babangida,
and Mobutu were all forced out of office by their own juniors as the latter

believed their leaders had overstayed their welcome.
There is another danger which has to do with the sustained efficiency,

integrity, discipline, and order which are the hallmarks of the military. Past
episodes of martial law in Pakisran remind us that the military officers had
to be withdrawn from civil administration and court duties because there
were allegations of corruption, favouritism, and nepotism against them.
As one senior lSI officer narrated to Anatol Lieven, the reasons were quite

persuasive. According to him:

Under the British, the military was kept ... very separate from society.
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That was a good model, because In Pakistan there is a permanent threat of

politicization and corruption of the military. We fear this very deeply and

try to keep ourselves separate. Within purely military institutions, things

are honest and closely controlled. This is a matter of honour for officers

and people keep tabs on each other. Corruption comes whenever there is
interaction with civilian bodies.

We have a great fear of the policicians interfering in military promotions

and appointments. This could split the army and if you split the army you
destroy the country.3

Lieven also believes that the Pakistan military's discipline, efficiency, and
solidariry have repeatedly enabled the Pakistani military to take over the

state, or to dominate it from behind the scenes. Their ideology was, first
and foremost. Pakistani nationalism.

However, the political parties on their part have to prove that they are
capable of exercising responsible and responsive control over the armed

force. Stephen Cohen' is of the view that the mere repetition of the slogan
'civilian control' is not sufficient to guarantee its existence: that a civilian

leadership's demonstration of its capaciry to rule is no less important than
the maintenance of the tradition of the military's apolitical professionalism.

Just as important as an obedient military is to the maintenance ofliberaJ-
democratic rclations, is the existence of a competent, respected, and
democratically committed political elite. Najam Sethi (2008)' is of the
view that 'the civilians must establish their credentials for responsible

democracy and functional governance before they can safely and effectively
tame the military.'

One of the critical factors contributing to the weakness of the
political parties in excelling in governance has to do with the inherent
nature of society-state relations. Pakistan, as a ptedominantly rural
economy, inherited the complex web of patron-client relations. Under
this system, villages, families, groups, and individuals 'secure protection,
security and the necessities of existence based on reciprocal exchange of

mutual dependency and obligations. Those wirh higher ranks, wealth,
and status command the services and suPPOrt of those of lower rank and
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the lowet tanks teceive the suppott and protection from theit patrons
in return.'6

This system of client-ship or reciprocal exchange plays a critical role
in govemance outcomes. Clients fulfil rheir obligarions by voting for
rhose who have benefited rhem while rhe patrons, once elected wirh the
suppott of rheir clients, use rhe resources of rhe stare to continue conferring
privileges and favours upon the larrer. This is one of the major socieral
facrors thar has proved ro be an obstacle in harnessing political will ro bring
abour rhe desired changes in rhe governance srrucrure and processes in
Pakistan. Therefore, to expecr rhar such an enrrenched web of relarionships
will be easy ro unrangle in rhe shott rerm, is very unrealistic. Biting and
nibbling ar rhe edges may be a more feasible option.
The contrast between the counrries of rhe Middle Easr undergoing

serious turmoil and destruction, and Pakistan facing severe terrorism over
the past 15 years, is that the armies in those countries have split due to

sectarian or other divisive factors while the Pakistan Army has remained a
highly cohesive, unifying, and narionalist insrirurion maintaining a high
degree of professionalism. One of the principal reasons for such fierce
condemnarion and violent reaction against the military among Pakisran's
detractors is this parricular artribute. lr would, therefore, be against rhe
larger national interest of Pakistan's securiry for rhe scope of the military
being exrended ro rasks which are expecred ro be performed by civilian
institutions, diverting them from undertaking their core responsibilities.
The first prime minister of Pakistan, Liaquat Ali Khan, had aptly said:
'the defence of the state is our foremost consideration. It dominates all
other considerations.' Those well-meaning Pakistanis who express a desire

thar rhe milirary should eliminare rhe corruption and incomperence
of civilian institutions are unwittingly inflicting severe damage to
this concept.
Notwithsranding all its weaknesses and shottcomings, an orderly

transition of power at regular intervals through a predictable democratic

process is the least damaging means of keeping the economy moving at an
even keel.Whar is rhe link between polirical stability and economic growth?
Polirical stability promores transparency, rhe rule of law, predicrability,
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and continuity of economic policies, thus generating confidence among
investors so that they can conduct business in the normal course and
earn a decent return. Efficiency in the allocation of resources and higher
capital investment under a stable political environment increases the rareof
economic growth. When the political situation becomes unstable, investors

adopt a wait-and-watch approach.
The Indian economy was not faring well during the last few years of

Manmohan Singh's tenure although he was an accomplished economist
and reformer. The electorate voted him our of power and brought in
Narcndra Modi who had a strong economic track record in Gujarat.
Market sentiment in India rook a turn for the better immediately after his

election and the Indian economy has begun growing rapidly once again.
The people of India exercised their choice wisely at the time of the elections
and effected the change. This would not have been possible if India had

been ruled by a dictator who believed in his own indispensability.
As a counter-argument to a democratic form of government, many

analysts refer to China to substantiate their belief in the superiority
of an authoritarian regime as a catalyst for rapid economic growth. It
is, however, conveniently forgotten that the rules of the game, i.e. the
transition from one set of leaders to another in China. are quire well

known and the process well understood. The timing of transition is
not shrouded in secrecy and although the right of adult franchise does
not exist, there is limited franchise exercised by the National People's
Congress. The question then arises that if governments happen to be the
only viable form of governance, how can the vicious cycle of political
instability. economic stagnation. high unemployment. collapse in
demand. low investment, and further dissatisfaction with the existing
political leadership be broken and democratic governance strengthened
in Pakistan.

The proposals set out in the chapter entitled 'Restructuring Key
Institutions' arc intended to draw the attention of political parries and

their leadership in Pakistan to discuss and debate the future course of action
necessary to strengthen democratic governance in Pakistan and arrive at a
consensus on the desirable road ahead.
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The moot question is who is going to take the lead in taking action on
these recommendations? "W'hy have the previous attempts for reform not
been successful? Here, the role of leadership is quite critical. Pakistanis,
in general, have been disappointed that after the death of the founder
of Pakistan, the Quaid-i-Azam, and the first prime minister, Liaquat Ali
Khan, Pakistanis have not been able to find a national chief executive,
either elected or from the military, with the courage, foresight, and integrity
to provide transformative leadetship. Ayub Khan's period of leadership
is generally considered a golden petiod in Pakistan's history and he did
indeed do a great deal for Pakistan's economic development but he lacked
the legitimacy and broad political support necessary to continue with his
mission. The failure to bring East Pakistanis along was his great drawback.
He also did not fulfil the obligation under the Constitution of 1962 which
he himself devised, to hand over the power to the elected speaker of the
National Assembly. Instead, he called upon the chief of army staff, General
Yahya Khan, to assume power.
This was a major setback to an orderly transition of power envisaged

in the constitution. His successor deserves credit for holding fair and
transparent elections but his inabiliry or unwillingness to appoint the
elected leader of the majority party and opt for the minority party leader
because he was from West Pakistan led to the formation of Bangladesh.
Z. A. Bhutto was a very capable and charismatic leader who could indeed
have helped to transform the country but he moved it in the wrong
direction by nationalizing private industries, banks, insurance, and
educational institutions. By doing so, he failed to realize his goal of equity
and stifled the growth impulses of an otherwise dynamic and vibrant
economy and undermined high quality manpower and skill development.
His personal ego and intolerance came in the way and the new Pakistan

missed an excellent opportunity at a critical juncture in its history.
General Zia ul-Haq was an individual with a single-point agenda of

Islamizing Pakistan and was not interested in either economic or social
development programmes which would improve the lives of the common
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people. There was great fervour and high expectation when the young,
highly educated, and articulate Mohtarma Benazir Bhutto assumed office

as the first elected woman prime minister. She enjoyed popular support
and also had the competence to bring about the desirable changes in
Pakistan's economic landscape. Her governance was, however, short-lived

because her parry deviared from its professed path and failed to deliver on
popular expectations notwithstanding the two opportunities it had in the
1990,. The other key leader in the 1990s was Nawaz Sharif, the former
prime minister.

The future looked promising when he decided in the 1991 to carry
out a major programme of liberalization, deregulation, and privatization
which was so essential. India followed a similar set of reforms after PM
Nawaz Sharif had made this announcement. His first term in office was
full of promise but it soon came to a sudden and premature end when

he became embroiled in a power tussle with the president of Pakistan.
In his second term however-second tefm when his parry was elected
with a large mandate-he could have done a great deal ro implement his
unfinished reform agenda and put Pakistan on a sound economic footing.

His attention was, however, diverted to other issues such as relations with
the judiciary. the army, and the like and he failed to pay much attention
to his economic agenda.

General Musharraf, who came to power in October 1999. pursued
a vigorous agenda of reforms during the first three years which made a
significant difference. After the elections, during which he had to seek the
support of political parties to establish the legitimacy of his government.
the reform process slowed down and some of the politically unpopular
decisions were either delayed, postponed, or shelved. and some of the
desirable provisions of the Local Government Act and Police Order
were reversed. His attention was later diverted to other issues such as the
judiciary, imposition of the emergency in 2007, the National Reconciliation
Ordinance, etc., and the most imporrant task of restructuring the civil
services and the federal and provincial governments was set aside.

The subsequent PPP government, which was elected by a popular
vote in 2008, suffered a serious loss when its charismatic leader,
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Mohtarma Benazir Bhutto, was assassinated by militants and the party
headed by her husband struggled to keep the democratic rule afloar and
was besmirched by many allegations of corruption, and malfeasance, and
ptoactive judicial interventions subjected the government to considerable
stress.The PML-N government that came to powet in 2013 has done well
in stabilizing the economy and attempting to resolvethe energy crisisbut it
has not so far shown any strong resolve to address the institutional reforms

required, such as rhose ptoposed here.
The focus of Pakistan's leaders in Pakistan, particularly in rhe post-

1990 period, was to capture power and survive. They were, therefore,
reluctant to take any serious political risks rhat deflected them from this.
They were aware that any changes they usheted in would have short-
term consequences and would upset some powerful enttenched inrerest
gtoUPS,i.e. the elite group who held the levers of power. They believed
that their opponents would take advantage of the turmoil generated by
teforms undertaken during their tenure. The losers from these reforms
would organize agitations and protestS against them, leading to their defeat
in the elections. The benefits that would thereby accrue to the majority of
the population through implementation of the teforms over an extended
period of time would be apptopriated by their opponents who would claim
credit for their success.This calculus has, however, been proven wtong in
many instances in pa\tistan itself and other emerging countries.

In pa\tista
n
, the victoty of the PML-N in the 2013 general elections

is largely attributed to the telatively good performance of Mian Shahbaz
Shatif in Punjab during the 2008-13 period. He carried out far-reaching
teforms actOS

S
a broad spectrum of public services: education, health,

roads and infrastructure, public transport, solid waste disposal, and in
the recent years, in the energy sector. The record time in which power
generating plants were constructed and commissioned have drawn praise
and commendation from leaders of China and Turkey.There were vety few
reports of any corruption when billions of dollars' worth of contracts were

awarded. His commitment to get things done was steadfast.
Although his style of leadership was toO personality-driven rather thal

a systematic plan of institution-building, he put in place some elemenrs (
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good governance. Secretaries and heads of the corporations were selected
on the basis of past performance and reputation as doers and without
hesitation replaced if they fell short of his expectations. Teachers were

recruited on pure merit. Technology Was used to bring about transparency,
efficiency, and Obtain citizen feedback. Although he did not have time to

devote to institutional restructuring, he brought about innovation in the

public sectOt by forming corporate entities fot various services mimicking

the private sector. His ministers, political suppOrtets, and allies didn't pull
much weight in his assessments and deCision-making. He also became
the role model fo

t
the chief ministers of other provinces_a hard actto follow.

Karachi, a megalopolis of 20 milJion people, Witnessed two very
committed and dedicated mayors from two different political parties which
are bitter opponents. Naimatullah Khan, the Octogenarian maYOt from

the right wing religious party Jamaat-i-Islami, Was an honest individual

who monitored and supervised work underway diligently and regularly
and resolved the complaints and grievances of the people judiciously,
irrespective of their political affiliations. Young Mustafa Kamal, from the

MQM, Was energetic and exuberant, and achieved a great deal during
his tenure for the collective good of the citizens of Karachi. He alienated
some of his party workers and leaders because he did not patronize them

as Was the case with other MQM office-bearers: ministers and members of
parliament and the "''5embly. The parties of the latter are therefore unlikely
to attract much sUPPOrt during any fair and transparent elections held inKarachi as the former.

The new elected government of the KP province has introduced
a modern Police Act and a/so brought about significant change in the
functioning of the police department. The non-acceptance and non-filing
of First Information Reports (FIR,) by police stations is a main ground of
distress for citizens throughout Pakistan. In Kp, a citizen can now register an

FIR electroniCally without being subjected to the humiliating and arrogant
misbehaviour of the station in-charge. Resources to improve training,
mobility, accommodation, welfare of the police force, and the removal
!fom operational functions of COrtupt officials of ilJ repute is a welcome

------
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beginning. It is too early to speculate whether these changes are going to
survive the ptesent political leadership but it at least partially provides the
answer to the earlier question. A far-sighted and committed leadership
can indeed become the driver of change. If the people at large in KP see a
visible change for better, the prospect of the present party in power-the
Pakistan Tehreek-e-Insaf (PTI)-getting re-elected would be considerably
enhanced. The demonstration effect of this model may then influence the

thinking of other competing political parties.
Why does Pakistan fare so poorly in comparison to India and Bangladesh

which also suffer from corruption, poor governance, and weak institutions?

Bangladesh was rated not long ago as the most corrupt country in the
world. The twO begums have been constantly engaged in nasty political
battles for over twOdecades. Matters got so OU!of hand that the miliraty
felt obliged to intervene in 2007 and establish a caretalser government
for twO yeats to cleanse the political system but without much success.
The result aftet the two-year hiatus was the same: the Awami League and
Bangladesh National Party continued to remain the twO major political
parties with AL winning the elections. Since then, the ruling party has
crushed the opposition patty with a heavy hand and gradually tamed all
institutions of the state, including the judiciary, and is on the path toward
a one party government. Even so, Bangladesh has done remarkably well
over the past 25 years, with a respectable rate of economic growth and a
reasonable improvement in its social indicators.
India's insritutional framework is also relatively weals and rhe

performance of Indias public institutions has become a matter of concern,
with a recent study focusing on the nexus between crime and politics.?
Several ministers of the union government and chief ministers were

accused of corruption and other malpractices and indicted Of convicted
in recent years. Notwithstanding the frailty of institutions and weals
governance, India remains onc of the top economic performers amongst

emerging economies.
Indonesia under Suharto was cited as a living example of crony

capitalism. The family was involved in most large projects and business
transactions along with their business partners and no major deal could
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be consummated without the blessing of the family. However, Suharto's
recotd in turning atound Indonesia's economy and lifting nearly a hundted
million people Out of poverry by 1998 was quite impressive.
A careful compatative analysis of binary pairing of Pakistan vs any of

these other three countries is beyond the scope of this study but some
tentative and preliminary explanatory hypotheses can be offered. All three
countries enjoyed macroeconomic and political stabiliry over a prolonged
period of time with a continuity of economic policies and encouragement

and promotion of the private sector, signalling to investors that political
change would usher in no surprises or unanticipated effect on economic
policies. This imbued the private sector wirh a sense of confidence and
predictabiliry which allowed an uninterrupted and orderly journey in the
given direction. Rent-sharing amongst private businesses, government
officials, and politicians was commonplace and became entrenched as a
norm in conducting business. There were no abrupt disruptions in the
rent-sharing process when the government changed hands and therefore
the practice was growth-enhancing' in the sense that the owners used the
surplus to invest and expand their domain while the government facilitated
and paved the way by removing any bottlenecks and hurdles, making
the businesses internationally competitive. This relationship unshackled
the entrepreneurial energies of the private sector to contribute to the
achievement of higher national growth. Bangladesh, for its part, was able
to raise its gross investment ratio from 12 per cent in 1990 to 30 per cent
inlOl5.

In the case of Bangladesh, an additional feature was the empowerment
by the political parties of non-governmental organizations to participare
in social development. NCOs were allowed to, and facilitated in, opening
schools, health clinics, ptoviding family planning services,and micro-credit.
The country made great strides that would not have been possible had the
government been the sole provider of these services.

Pakistan, by contrast, stifled private businesses through crude attempts
by each ruling party to use the patronage apparatus on a highly selective,
partisan, and parochial manner to favour their cronies. The bank loans,
permits, and approvals given to them were used, by and large, for
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ostentatious consumption or transfer of assets abroad and not for expansion
of productive capacity or new investment. Consequently, the investment
ratios in Pakistan remained in the teens and growth rates since the 1990s
have been well below potential. It is clear from this that the nature of
rent-seeking and rent-sharing was somewhat different in Pakistan from
that in India and Bangladesh. The excess profits thus earned by rentier
businessmen and corrupt politicians and bureaucrats were not invested in

productive activities in the country as a consequence of political uncertainty,
macroeconomic instability, and discontinuity of economic policies. These
were either parked outside Pakistan or found their way either into real estare
or the stock market. While the initial public offerings (IPOs) were few and
far-between, trading in the existing shares was quite hectic and intense. The

prices of/and in urban areas skyrocketed, making housing unaffordable for
middle and low income groups.
The answer to the question posed above can also be partially provided

by examples where patronage politics gave way to performance politics
and the collective good rather than parochial interests. Some salutary
lessons can also be drawn from other emerging and developing countries
where progressive and enlightened leadership has shaped sound policies
and the establishment of well-conceived institutions which made a
significant difference.

Let us keep China out of this discussion as its polity is not democratic
and its achievements unparalleled and unprecedented. Very few countries
can match its record. There is, however, an example of a country which
demonstrates what even hereditary leadership can accomplish for its people
within a generation. The most spectacular performance in recent times,
apart from China in this respect, is that of Oubai in the United Arab
Emirates. A visionary leader, Sheikh Rashid al Maktoum, and his son,
Sheikh Muhammad, building on his father's vision, has transformed the
city state into a magnet for tourists, shipping, air connections, financial
institutions, and international trade. Oil revenues were depleting (now
accounting for only 5 per cent of the GOP) and the ruling family saw an
alternative opportunity in taking advantage of accelerated globalization.
They utilized Oubai's strategic location and easy connectivity to markets in
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different continents and went about constructing accessible and affordable
transportation, logistics, trade. and financial services, and nurturing a

relaxed living environment.
They had no hesitation in opening up their country to external actors,

to the extent that 85 to 90 per cent of the labour force today comprises
expatriates. Liberalization and integration with the rest of the world have
led to a GOP growth rate of 11 per cent annually with an average per capita

income tising by 126 per cent in 13 years, exports expanding by 575 per
cent, and rhe popularion growing by 186 per cent.' It was inconceivable
even 15 years ago that a desert town would become a hub and symbol of
globalization. Sheikh Muhammad's dynamic and far-sighted leadership is
admired throughout the world as he has shown rhat rickery infrastructure,

bureaucratic inertia, red-tape, and controlled flows of capital in the larger
countries surrounding Dubai can prove advantageous to those willing to
open up their countries and economies by building efficient institutions

and state-of-the-art facilities.
President Recep Tayyip Erdogan and his party, the Justice and

Development Party (AKP), gOt Turkey out of continuing economic

setbacks by embarking upon bold reforms and was successful in winning
the elections twice on the basis of his economic record. When a coup was
organized by a group of military officers to ousr him recenrly, the public
came out on to the streets to resist the military force and defeated the coup
attempt. Had the benefits of his economic policies been confined to a small
group of elite individuals, it is exttemely doubtful if ordinary people would
have faced them off and sacrificed their lives.
Prime Minister Maharhir Mohamed remained in power for over

two decades and won five consecutive general elections. During his
long tenure, Malaysia experienced a period of rapid modernization and
economic growth. His government privatized airlines, utilities, and
telecommunication firms, accelerating to a rate of about 50 privatizations

a year by the mid-1990s. He also deftly handled the Asian economic crisis
of 1998 and Malaysia emerged from ir unscathed while other countries
suffered enormously. He was not particularly popular among the Chinese
and Indian populations for his Bhumiputra policy but major groups among
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them fotmed part of the United Malays National Organisation (UMNO),
Maharhir's party.

More recently, the example of President Enrique Pena Nieto of Mexico,
is illuminating. According to Jonathan Tepperman, 'he managed to win
over his bitterest political enemies and then joined forces with them to
bust open Mexico's smothering monopolies, liberalize its rusting energy
seeroc, restructure its failing schools, modernize its banking laws, and

much more'." Both major political parties realized that 'the constant
obstructionism in Mexico had cost us a lot in the eyes of society'. Over

the next 18 monrhs they together passed major reforms, with suPPOrt
from lawmakers averaging 80 per cent. Nor only did they crack open
Mexico's monopolies. reinvigorate its oil sector, and revamp the tax
laws but also took on the powerful teachers' unions. By unshackling
the Mexican economy. promoting competition, improving education,
and easing foreign investment, the reforms have set the stage for serious
growth, especially once oil prices, so critical to Mexico's economy, begin
to recover.

As Iftikbar Malik" points out, the 'politics and administration of rhe
country [Pakistan] have revolved around strong personalities, so-called
strong-men': Ayub Khan, Z. A. Bhutto, Zia ul-Haq, Benazir Bhutto,
Nawaz Sharif, and Pervez Musharraf but instead of using their power
and office to bring about a ttansformation of the state, economy, polity,
and society, most of these strong men concentrated their efforts on 'the
mutilarion of political opponents, muzzling of rhe press, thwarting the
judiciary and educational institutions, and the manipuladon of power'.

Should we keep waiting and praying for a Messiah who can fix rhings or
move along?

The WDR 2017 argues that the driver for governmental change in a
positive direction for development is, (a) when the elite groups adopr
rules that constrain their own power, (b) when leaders are selected and
sanctioned on the basis of performance in providing public goods, and
(c) when international actors introduce norms, standards, and regulations

which have direct or indirect effects on governance. How do we apply this
prescription in the specific context of Pakistan where citizen engagement
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has been minimal and elite capture has become enuenched? It is not

realistic to expect that the elite would, in any way, soon adopt rules
that would constrain their own power. In actuality, they are expanding

their sphere of influence by co-opring new and emerging elire groups
within rheir fold, thus reducing contestation and a potential threat to

their power.
The negative influence of the patronage politics of the elite can be

reversed if the examples of the successful leaders at a sub national level

in Pakistan cited above (in delivering basic public services to the people)
can be replicated at the larger national canvas. While all efforts should be
geared to make this mechanism work, the high degree of political tensions

among major political parties, between the federation and the provinces,
highly concentrated, and exc!usive- and non-participatory decision-
making process, and the current controversy about the sources of wealth
of the first family, the prospects do not look particularly promising for

the present.
The imperatives of globalization and integration are, of course, fuelling

some move forward in adopting international conventions, agreements,

standards, and practices under the UN, WTO, IMF, World Bank, and
Basel, and other global and regional arrangements. The flexibility that the

nation states enjoy under these arrangements and lack of enforcement for
deviant behaviour do not augur well for this approach to work. In reality,
Pakistanis in general are very suspicious of outsiders and the external actors'
visible influence can actually be a hindrance rather than an inducement
for change. The US has been a long-standing ally of Pakistan but its role
is not widely appreciated, and indeed resented. The recent example of
Brexir has provided ammunition to those who believe that surrendering
elements of national sovereignty to regional or international arrangements
is deuimental to the national development goal. Utilization of foreign
economic aid as a tool to promote growth and equity and militaty aid to
bolster security in Pakistan has not proved to be effective as it has relieved

the state from effortS to mobilize taxes from the elite gtoUPS and efficiently
manage public expenditure. Past experience shows that the influence of
international actors in Pakistan, particularly the US and the IMF, although
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highly exaggerated in the popular discourse, has not had much success in
bringing about the desired deep-rooted reforms. Therefote, rhis particular
instrument cannot be considered a serious contender as a driver of

governance reform.
That leaves the only possible drivet of change, i.e. of leaders being

selected and sanctioned on the basis of performance in providing public
goods. How can this happen in Pakistan where patron-client politics has
for so long dominated rhe landscape?As discussed in rhe section on Drivers
of Change in rhe chapter 'Restructuring Institutions', the emergence of a
vocal, assertive, educated middle-class based in urban areas ftee from links
of kinship, caste, tribal affiliations, and feudal subservience has a high
probability of triggering this institutional reform. The parhway may zigzag
along the following lines:
The constituencies should be delimited on the basis of the 2017 census

results, and at the same time administrative powers and resources should

be devolved to local governments. Once the new elected representatives
come to office, at least half representing the urban areas, performance and
delivety of basic public servicesto their constituents would gradually replace
the existing patron-client relationships. In order to survive politically, the
elected reptesentatives would be forced to reform the institutions that
deliver these services. Orherwise, the prospects of their being thrown out
of office by an informed and demanding electorate would be high and
this fear of rejection would act as an incentive to support restructuring.
This parh would by no means be easy and resistance by powerful vested
interest groups, who would be the losers in this bargain, is likely to be
fierce.These changes are unlikely to happen during one five-year electoral
cycle but at least a beginning should now be made by conducting a census
and delimiting constituencies. This appears to be rhe best possible route.
Single-factor explanations range from rhe dominant influence of ideology
and religion on the society and body politic; the emergence of Pakistan as
a National Security State where fear and insecurity have played a dominant
role; and the alliance between Allah, Army, and America that has shaped
the affairs of Pakistan.
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