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               10th November, 2020 
 Editorial 
 

Post-pandemic support packages 
A Business Recorder exclusive reported a dispute between the Ministry of Energy and the Special 
Assistant to the Prime Minister (SAPM) on subsidies, (given the additional portfolio of SAPM on 
Revenue since 5 October 2020) on the eligibility criteria for concessionary regime of electricity and 
RLNG for five zero-rated (export oriented) sectors. The reason for the disagreement is based on the 
different terms of reference of the two: Ministry of Energy (with support from the Ministries of 
Commerce and Industries) clearly focused on promoting industrial output with an overarching 
objective of fuelling Gross Domestic Product (GDP) growth. A rise in GDP growth rate would have a 
consequent positive impact on employment opportunities and, in the medium to the long run, raise 
total taxes collected by the Federal Board of Revenue (FBR). However, the SAPM on subsidies rightly 
challenged the proposal on the grounds that subsidies should be targeted, a long-standing multilateral 
stance, and suggested it be limited to the five zero-rated sectors rather than to include all industries. 
 
The Khan administration, like the rest of the world post the onslaught of the pandemic, remains 
appropriately engaged in finalizing support packages to various sectors including the lower electricity 
tariff for industries - small, medium, large scale manufacturing sector including export and non-export 
productive activities - to jump-start the stalled economy. However, Pakistan today is working under a 
severe constraint largely of its own making. The country’s economic team leaders agreed on 12 May 
2019 to implement extremely harsh upfront contractionary monetary and fiscal policies that 
resultantly choked off economic activity in the country. That this was envisaged by the Fund and 
surely known to the team leaders is evident from the projection of two major macroeconomic 
indicators (contained in the Fund’s documents uploaded on its website and confirmed in the budget 
2019-20) with implications on the people in general and the poor and vulnerable in particular: growth 
was scaled down from 3.3 percent in 2018-19 to 1.5 percent in 2019-20 (differential of 1.8 percent) 
while inflation was projected to rise from 7.2 percent in 2018-19 to 13 percent in 2019-20 
(differential of 5.8 percent). 
 
The pandemic, post-March 2020, allowed Pakistan’s economic team leaders to convince the Prime 
Minister to put the entire onus of a reduction in economic activity leading to high unemployment and 
inflation on the virus; however, it may be noted that the GDP was downgraded by 1.8 percent between 
2018-19 and 2019-20. And not taking account of the more than projected lower economic activity due 
to implementation of the upfront harsh conditions in letter and spirit which would have compromised 
the 1.5 percent growth target actual growth for the past year. Actual growth for the past year was 
negative 0.4 percent or a decline of 1.9 percent from the pre-pandemic over-optimistic projection. 
 
The IMF programme remains stalled after the first tranche release though an agreement on the 
second quarterly review was reached on 24 February 2020 but was widely believed to be subject to 
the implementation of harsh prior conditions; post-pandemic the programme was suspended as the 
Fund released 1.6 billion dollars under Rapid Financing Instrument (RFI) to assist the government 
deal with the pandemic. Warnings were issued by the Fund in the RFI documents wherein it cautioned 
that pandemic-related measures must be “targeted and temporary”, adding that “weak 
implementation capacity may jeopardize program objectives and the availability of external 
financing.” And this is exactly where Pakistan is at today: failure to implement and agree on the 
second tranche release conditions (reportedly including contractionary policies as well as reducing 
and better targeting subsidies – politically extremely challenging today) would jeopardize the re-
launch of the Fund programme that in turn would dry up all concessional loans and compel the 
government to rely on the much more expensive foreign commercial bank borrowing as well as slash 
expenditure. 


