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            2nd September, 2019 

 Editorial 
 
 
Economic anxiety 
TWO months into the ongoing economic adjustment and there are signs emerging of growing 
anxiety within the government. The IMF programme that the government signed on to in 
June carried some of the steepest and most challenging targets ever seen, and the task of 
meeting them is proving to be a herculean feat. Already there is clamour within industry 
circles about the rising cost of doing business coupled with collapsing demand, and reports 
from industry leaders suggest many manufacturing outfits are seeing an approximately 30pc 
decline in sales. At this rate, it will take three months before inventory levels pile up to a 
point where production lines could be forced to close, resulting in massive lay-offs across the 
economy. This comes after the large-scale manufacturing sector posted a near 54pc 
contraction last fiscal year, the first such massive contraction in a decade, so an 
intensification of the trend is hardly something the economy can afford. Coupled with this is 
the aggressive revenue collection drive that the government has no choice but to pursue to 
meet a historic 30pc hike in the revenue target for this fiscal year. This pursuit has pushed the 
government into a confrontation with retailers countrywide, as well as vigorous entreaties 
from industry because the documentation measures are resulting in a severe disruption of 
their distributor networks. 
 
There are good reasons for there to be anxiety at the highest levels in times such as these, 
with people reeling from the multiple impacts of exchange rate depreciation, rising inflation, 
aggressive taxation measures, collapsing market demand, erosion of purchasing power and 
sales, high interest rates, to name just a few of the elements that mark today’s malaise. 
Meanwhile, the State Bank governor appeared before a large gathering of industry leaders in 
Karachi to underline the importance of building reserves, stabilising the external sector and to 
remind them of the pressures that built up in the economy over the previous five years, 
pressures that need to be released before there is any talk of growth. And the adviser to the 
prime minister on finance issued a rare recorded statement trying to reassure the public that 
some sort of plan is in the works to address people’s concerns. 
 
Even as the disquiet in government circles is understandable, it must not yield to panic, nor 
should it lead to any backtracking from the tough measures adopted for stabilisation. More 
focus is needed to protect the poor from rising inflation and find ways to better target the 
adjustment onto those who can afford it. But the government now needs to signal resolve as 
well as a firm sense of purpose. Better communication is key to this, and the financial adviser 
as well as the State Bank governor need to ramp up their outreach efforts with the business 
community as they move forward down this difficult path. 
 


