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                12th June, 2020 
 RECORDER REPORT 
 
 
Economic Survey 2019-20 
The Economic Survey, a treatise that over the years, has been transformed into a 
partisan document with tweaking of data to support challengeable contentions thereby 
disabling administration after administration from taking informed timely corrective 
decisions, followed the same trend this year but with a vengeance not apparent in 
previous Surveys. It reiterated that stabilisation policies, agreed between the 
International Monetary Fund (IMF) and the two, then newly-appointed, economic team 
leaders in finance ministry and the central bank, had been paying dividends till the 
onslaught of Covid-19 on Pakistan’s economy. 
 
Stabilisation continued to be defined by the economic team leaders, echoed in the 
Survey, as a decline in the current account deficit, which began declining from 
December 2019, well before the new economic team was installed - from 20 billion 
dollars inherited by the PTI administration to around 11.4 billion dollars by April 2019 
– a decline of 43 percent. By March 2020 (pre-Covid-19) the current account deficit had 
declined to 2.8 billion dollars or a decline of 75 percent from April 2019 and this is 
partly attributable to the massive decline in the international oil prices, a major import 
item for the country, higher remittances which are expected to decline post-Covid-19 
due to lockdown in the Middle East and other countries while exports rose by a couple 
of hundred million dollars. 
 
However, an incredibly high price was paid for this narrowing in the current account 
deficit from May 2019 to April 2020 through contractionary fiscal and monetary 
policies including: (i) an unrealistic tax target of 5.5 trillion rupees that was to be 
realised through widening the tax net but with sustained opposition by powerful 
pressure groups the government failed to achieve the target. However, it raised total 
revenue by 30.9 percent in comparison to the previous year by increasing taxes, 
particularly minimum tax based on turnover, on existing taxpayers, thereby stifling the 
economy. Expenditure, however, could not be reined in; it registered a 30 percent 
increase in current and 40 percent in development expenditure; (ii) market-based 
exchange rate from the second week of May 2019 that led to a large rupee depreciation 
resulting in a massive rise in the country’s debt payments as each rupee loss of value 
against the dollar adds around 100 billion rupees to the country’s debt. For the first 
time, perhaps, the primary balance was stated to be a positive 0.5 percent during the 
first nine months of the current year but for some reason, this statistic is not reflected in 
IMF’s Rapid Financing Instrument documents for the entire year for either pre-Covid-19 
(negative 0.8 percent) or post-Covid-19 (negative 2.9 percent) projections; and (iii) a 
high discount rate that stifled all economic activity leading to a decline in private sector 
borrowing. 
 
Thus if stabilisation implies negative industrial growth (2.64 percent with a decline of 
negative 7.78 percent in large-scale manufacturing sector), rising unemployment pre-
Covid-19 not quantified (with PIDE study quoted in the Survey focused on post-Covid-
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19 period maintains that 1.4 million jobs would be lost in case of limited pandemic-
related restrictions and 12.3 million in case of a complete shutdown), a decline of 0.59 
percent in the services sector with 3.43 percent decline in wholesale and retail trade 
and 7.13 percent in transport, storage and communications, the unchecked locust attack 
coupled with serious water issues has not only badly affected the output of a sector that 
to all purposes was immune to the attack of the pandemic (agriculture sector target 
grew by 2.67 percent against the target growth of 3.5 percent) but has pushed millions 
of farm workers and small and subsistence farmers under the poverty line and a rise in 
inflation from its pre-May 2019 level then stabilisation was achieved. Covid-19 
exacerbated the issues facing the economy that began soon after the economic team 
leaders agreed to the IMF’s prior conditions on 12 May 2019. 
 
Growth projection of negative 0.38 percent for the current year in the survey is 
markedly lower that that made by the IMF of negative 1.5 percent (April 2020 
documents on the Rapid Financing Instrument) and the World Bank’s negative 2.6 
percent (May documents on Global Economic Prospects). The Advisor’s explanation: the 
divergence is because of uncertainty generated from different values placed on the 
duration, extent and restrictions imposed to tackle the spread of the virus. Be that as it 
may, erring on the side of misplaced optimism appears not to be a wise approach as that 
may blindside the government from taking timely appropriate mitigating measures in 
the budget particularly when the virus is yet to peak in Pakistan. 
 
Growth is a critical projection on which key macroeconomic indicators, for example, 
tax-to-GDP ratio, development and current expenditure as a percentage of GDP, public 
debt as a percentage of GDP and fiscal imbalance as a percentage of GDP are calculated. 
It is hoped that the negative 0.38 percent growth rate projected for 2019-20 in the 
Survey would not be a component of the budget to be presented to parliament today, 
especially if last year’s budget projections that mirror what was indicated in IMF’s EFF 
documents are taken as precedence. And in the event the budget is based on the Survey 
growth rate, then the budget is likely to be of a lesser duration than previous ones 
whose validity lasted no more than a quarter of a year, necessitating ‘mini-budgets’ that 
included readjustment in expenditure and revenue generation. 
 
This is not to underestimate the impact of Covid-19 on the country’s fragile economy 
but we must not lose sight of the fact that things were not hunky-dory before the onset 
of Covid-19 either. It is hoped that the budget estimates this year would, unlike last 
year, be more realistic and the budget design would be aimed at promoting growth. 
 


