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Economic performance remains dismal in 2019 
LAHORE: A review of the economic performance in 2019 based on government statistics 
reveals that despite tall claims, it failed to improve inflation, large scale manufacturing, and 
interest rates - three basic indicators that govern any economy. 
 
These three factors impact both the cost of living as well as the cost of doing business in any 
economy. The year 2019 was perhaps one of the worst years for the economy as it hit 
consumers, traders, industrialists, and service providers with varied intensity. 
 
Inflation continued to climb, interest rates stayed stubbornly at 13.25 percent, and exports 
remained dismal. The economists mostly remained confused about the steps taken by this 
government in the name of stabilisation. 
 
Most of these steps hurt the poor more than the rich. Pakistan needs reforms that arrest 
the ever increasing inequality and not further marginalise the poor. 
 
Stabilisation was achieved at the cost of growth. There was definitely a need to discourage 
unnecessary imports. 
 
This required a detailed impact of each import item. The items that look luxurious should 
have been totally banned. 
 
We for instance do not need processed food like processed chicken, juices, jams and milk 
preparation. The state should have banned the imports of these items. 
 
Instead it increased duties that partially compressed the imports, but only to a certain 
extent. The compression of luxury imports is not more than 20 percent. 
 
Regulatory duties were also imposed on essential items and industrial inputs, which also 
compressed growth. 
 
The year started with an inflation of 7.2 percent in January, it increase to 8.2 percent in 
February, 9.4 percent in March, 8.8 percent in April, 9.1 percent in May, 8.9 percent in June, 
10.3 percent in July, 10.5 percent in August, 11.4 percent in September, 11 percent in 
October, and 12.7 percent in November. Statistics for December are yet to be released. 
 
Inflation is considered as an implicit tax on the poor. The rates of all daily use items increase 
with increase in inflation. 
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State Bank’s policy rate was increased by 0.25 percent to 10.25 percent in January, in March 
it was increased to 10.75 percent, in May it was increased to 12.25 percent, in July the 
policy rate was further increased to 13.25 percent. 
 
However, in the monetary policy review of September and November, the policy rate was 
kept unchanged at 13.25 percent. Even if the easing of policy rates starts in January, it will 
take a long time to bring it down to single digit. 
 
High interest rates deter investment. Consumer financing also badly suffers because the 
banks charge hefty mark-up of 6-8 percent on the policy rate. This explains sudden decline 
in car financing. 
 
As far as large scale manufacturing is concerned, this country has never experienced such a 
prolonged depression as was felt throughout the year. As it is with inflation, the stress on 
LSM increased with every passing month. 
 
In January the decline in LSM was 1.45 percent and remained unchanged in February at 1.44 
percent. In March the negative growth in LSM suddenly jumped to 11.22 percent further 
increasing to 11.28 percent in April. 
 
May was the only month of 2019 when LSM posted a nominal growth of 0.25 percent. In 
June the LSM was again in red declining by 2.83 percent, further increasing to 6.4 percent in 
July, 6.23 percent in August, 5.58 percent in September, and 7.84 percent in October. The 
statistics for November have not been released by the government. 
 
This year also saw steep rise in power tariff. Even the middleclass families stopped using 
cooling devices during summer months because of high tariff. 
 
Despite the increase in tariff, the power sector inefficiencies were not addressed by the 
government during the year under review despite tall claims by its economic managers. The 
transmission and distribution losses increased to 18.2 percent, while the government failed 
to recover over 10 percent of the bills issued to the consumers. 
 
This around 29 percent cumulative loss is now being recovered from the consumers through 
constant increase in tariff. 
 
No efforts have been made to remove inefficiencies and corruption in the power sector. 
Similarly, gas theft is being recovered from the honest consumers who clear their bills on 
monthly basis. 
 
Governance was the main casualty of 2019. Bureaucracy remained at the receiving end 
throughout the year. 
 
Senior bureaucrats were shuffled from one post to the other very frequently. The abrupt 
transfers after a month or two gave the impression that the state was not satisfied with 
their performance. They then joined the next post with less confidence and low morale that 
impacted their performance. 
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Numerous cases are still pending against some bureaucrats without a single conviction. This 
also made the bureaucrats very cautious in taking decisions. 
 
In fact they avoid taking any decision which has slowed down government work. The 
bureaucracy is confused as the notes that they usually wrote on files in the past to oppose a 
proposal from the government side is taken as an act of dissent. 
 
The new rulers do not realise that it is the duty of the bureaucracy to ink its honest opinion 
in the best interest of the country. However, if their proposal is rejected and the higher 
authority orders to go ahead then the bureaucrats execute it. 
 
This way the blame in case of failure would not be passed on to the bureaucrats. After NAB 
actions, the bureaucrats are now extra cautious, while the ruling elite thinks the bureaucrats 
should just obey the orders. Bureaucratic slowdown has accelerated in 2019 and has 
impacted growth. 
 
Public sector companies continued to perform poorly. The progress on privatisation 
remained very slow. The government has not succeeded in privatising the two LNG power 
plants. 
 
The tax revenue target continues to slip, though government collected more tax in 2019 
than in any calendar year in the past. The BRT in Peshawar and Orange Train in Lahore could 
not become operational due to incompetence of the planners. 
 


