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The painful scam of economic stabilisation 
LAHORE: Comfort on increasing reserves and declining current account deficit will be short-
term for the government with a potential to cause long-term pain for businesses and 
masses, as it is likely to result in further de-industrialisation. 
 
With the successful completion of the first International Monetary Fund (IMF) quarterly 
review, that showered particular praise on the State Bank of Pakistan, the governor SBP is 
gaining confidence. But at the domestic level, SBP’s policy and performance are increasingly 
under scrutiny and debate as many sectors of the economy are not happy with SBP policies. 
 
An unusual development has been witnessed in recent months. SBP Governor Dr Reza Baqir 
 
has emerged as the main defender of the government’s economic policies. 
 
In fact it seems that Prime Minister’s Advisor on Finance Dr Hafeez Shiekh and Minister of 
Revenue Hammad Azhar have taken a back seat. 
 
Earlier these two gentlemen defended and explained the economic policies of this regime. 
In recent weeks it has been noted that Baqir is not shy in expressing his personal opinions 
publicly and is keen to project a turnaround in economic sentiment. 
 
Taking credit for the economic stabilisation and a monetary policy that has attracted short-
term debt flows (hot money) and brought reserves in line, the SBP governor is showcasing 
his success on the nationwide chamber scene, enjoying the limelight the job brings, unlike 
his predecessors. 
 
SBP governor often quotes the stock market’s rise, IFI flows and a reduced current account 
deficit as signs of the turnaround, while dismissing the talk of compressed imports, inflation, 
unemployment and social unrest as temporary and necessary adjustment. 
 
No doubt, the exporters are enjoying the benefits of this approach but they are not 
delivering, having no role in declining current account deficit. High inflation and high 
interest rates are also impacting them. 
 
On the other hand, the agriculture sector and SMEs, which are largely linked to import 
substitution industries, are particularly unhappy with the lack of support from the SBP. 
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Sectors like farm goods, poultry, white goods, confectionary, building materials, auto parts, 
pharmaceuticals and packaging have been particularly vocal in their criticism of SBP’s 
policies and lack of audience and response. 
 
The bank policies appear dismissive of their claims suggesting that these sectors are not 
competitive and are simply seeking more subsidies. 
 
He perhaps is unaware that none of the above mentioned sectors have ever been pampered 
by the state. 
 
What these sectors really want is a level playing field against the informal sector and focus 
on the cost and ease of doing business. 
 
For them, a predictable exchange, access to affordable cost of capital and energy, and 
easing the bank’s restrictions on trade are the demands. None of which is being addressed 
adequately. Rather than being heard, they complain of being lectured. 
 
There are numerous businessmen from these sectors that have good and rich experience in 
their respective industries; but their input is rejected as inspired by vested interest rather 
than those of concerned economic partners. 
 
Most multinationals, bankers and industrialists are increasingly frustrated and privately 
seeking out the finance advisor in Islamabad to intervene in the creation and promotion of a 
false narrative. 
 
Even the parliamentarians are concerned, with most resenting the governor’s absence from 
parliamentary committees as a sign of lack of respect and accountability. 
 
What comes in the next two monetary policies may hold the key, but the IMF commentary 
after approval of second tranche gives a feeling that the interest rates would be on hold for 
some time. 
 
Still, the governor needs to listen more and speak less; understand the local genius and 
social norms better especially if he wants to be remembered as a respected change agent. 
 
The data projected by SBP governor to show progress is not credible and his suggestion that, 
like Egypt, short-term pain will lead to long-term gain is increasingly being questioned. In 
Pakistan’s case it could be the other way around. 


