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SECTION ONE

Economic
Governance

Understanding state-market interactions
By Naveed Iftikhar
Published: April 19, 2020

The state has a role to play beyond rule-making; it has to act, invest and work
closely with the private sector
The state vs markets debate was nearly over by the end of the last century.
Humanity had learnt through experiments and failures that both state and
markets are crucial for overall prosperity. But the question of how state and
markets should interact and work together still needs a dialogue. Every society
has figured out an arrangement — based on their political, cultural, historical
and social milieu — but it requires continuous thinking and fine-tuning.
One way to understand state-market interaction is through the example of cricket
(or other sports). International Cricket Council (ICC) formulates rules of the
game and ensures their enforcement. Teams and players have to compete relying
on their talent, strategies and skills.
The ICC does not have a preferred team in the competition. This enables it to
provide a level-playing field. Competitive sport cannot be organized without
ICC’s rule making role. This analogy can be used to understand the relationship
between a state and markets.
Like the ICC, the state has to set the institutional framework (rules of the game).
The participating teams (private sector) have to compete with one another in the
level-playing field. Prime Minister Imran Khan can probably understand this
analogy better than many other statesmen. How well he undertakes this task to
improve state-market relations remains to be seen.
In Pakistan, the state has been promoting buddy capitalists in many areas
including sugar, textile, auto, banking, fertilizer, and energy sectors. Rules of
the game are changed frequently to favor a few buddy capitalists. Many of the
capitalists are also politicians who make rules for themselves. Sugar sector
epitomizes this conflict of interest in our political system and policymaking.
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Having explained the role of the state as a rule-setting body with coercive power,
there is a need to appreciate the role of the state in the provision of public goods.
Is sugar a public good? If not, why does the government intervene in this
market?
Services like health, education and water supply are generally regarded public
goods. Here, the state has to play a role beyond rule-setting. It has to act, invest
and work closely with the private sector in these areas. The need of the time is
to discuss how state and markets can work together in the provision of public
goods.
An important role that state has to play is the development of social insurance
mechanisms. Not everyone will be able to make it to an international team to
play cricket. Many will never be able to compete due to inherent disadvantages
and vulnerabilities that stem from geographic, familial or ethnic backgrounds.
In this case, affirmative action — which is social protection— is significant to
protect the vulnerable members of a society.
While states intervene in markets, they need to assess the efficacy and rationale
of their actions. A social protection system consists of cash handouts, public
schooling, public health, water supply and care for the elderly and children,
among other facilities. The state can engage markets in these areas but the
provision of a level-playing field should remain the key principle.
Research and development too is an important area where state has an important
role. Instead of establishing steel mills and grocery stores, the state should invest
in research and innovation systems. In her book, Entrepreneurial State, Prof
Mariana Mazucatto has found that many of the technologies, such as internet,
batteries, touch screen, aviation, GPS, drugs, and renewable energy
technologies, among others, have emerged out of research funded by various
agencies of the US government and other countries.
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The crux of state-market interactions in Pakistan is that the lack of transparency
and research in this area has been hindering overall economic welfare and
prosperity for everybody, particularly the vulnerable.
The key here is that the state, in this case, established research and innovation
systems through allocation of funding to universities and research centres. The
research and technologies are then commercialised by the private sector to create
wealth and jobs.
Pakistan has been witnessing a start-up wave for the past few years. But many
of these start-ups are engaged in low-value activities due to lack of localised
research. We do have many public-sector research bodies but they have turned
themselves into either bureaucratic departments or factories. The state needs to
establish research funds. Grants should be awarded to universities on a
competitive basis instead of establishment of redundant research organisations
under the Ministry of Science and Technology.
Furthermore, instead of intervention in agriculture prices, the government needs
to invest more in agriculture research and extension.
It is important to understand the channels and forums through which state and
markets interact in Pakistan. Some of the key channels include the working of
Economic Coordination Committee of the Cabinet, sector regulators, such as
NEPRA, OGRA, PTA, SECP, SBP, among others, public procurement,
commodity market interventions, which include price controls and support
prices, city zoning, and taxation and public expenditures.
A lack of transparency and research in state-market interactions leads to
corruption and suboptimal outcomes for the economy and people of Pakistan.
Ultimately, the government and the end up being confused about how to support
capitalists.
Frequently, the state has to save capitalism from capitalists through regulation
and awareness-raising. Unfair competition and markets left to themselves can
7

deceive and exploit consumers. Two Nobel prize-winning economists, George
Akerloaf and Robert Shiller, have explained it in their book, Phishing for
Phools: The Economics of Manipulation and Deception. However, this area of
public policy requires a lot of research and state capacity. For a Pakistani
context, Dr Nadeem ul Haque’s Book, Looking Back: How Pakistan Became an
Asian Tiger by 2050 is a good source.
Another area for further inquiry has recently been highlighted by Raghuram
Rajan in his book, The Third Pillar: How Markets and State Leave the
Community Behind. He mentions that there are often discussions and research
on state and market failures but many of the problems in our society have
emerged due to our failure at the community level. He has highlighted the
pitfalls of exclusive/ethnic/tribe-style communities but emphasised how some
powers should be devolved from global and national level to communities to
restore the balance among three pillars of the society. I consider it an important
area for further research.
The crux of state-market interactions in Pakistan is that a lack of transparency
and research in this area has been hindering overall economic welfare and
prosperity for all, particularly the vulnerable ones. There is a need that the
decision-making forums ensure transparency of the rationale and process behind
such economic policy decisions.
The research community needs to deepen its work around such interactions. The
government needs to establish a research fund to sponsor such work through the
public sector, instead of relying on international funding for research. Civil
servants and policy makers need to be trained to understand complications in
state-market interactions and assessing the impact of their actions.
Published in The News, April 19th, 2020
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How state promotes ‘buddy capitalists’ in
Pakistan
By Naveed Iftikhar
Published: April 13, 2020

ISLAMABAD: The report of the inquiry committee on sugar prices has
triggered a wave of discussions on manoeuvring of decision-making at the
highest policy forums in Pakistan.
It may be pertinent to mention that the report has found nothing that was not
known at least within economic policy circles. The report also could not lay out
any reform agenda to improve the state of affairs in this sector or other related
public policy practices. More importantly, sugar is not the only sector that gets
undue favour from the state. This article discusses state market interactions that
shape such an insidious alliance.
It is most important to appreciate that whatever the sugar committee has found
has been happening for decades in Pakistan. What is expected from the current
government is to reform the system that leads to such malpractices.
Pakistan Tehreek-e-Insaf (PTI)’s election manifesto emphasises on reform, yet
the government has been stuck in the rhetoric of corruption by politicians. The
government needs to build wider support for reforming the system that has been
ailing the economy and hampering prosperity in the country.
From the licence regime of the 1960s to independent power producers (IPPs) of
the 1990s (and afterwards) to undue protection for car assemblers in Pakistan,
there is a plethora of techniques and channels through which the state has been
promoting crony capitalism in this country. The government needs to
immediately prepare a plan to come out of the regulation of sugar sector. There
is no need to fix prices of sugarcane. We need to reduce the production of
sugarcane and sugar for a variety of reasons.

9

Sugarcane is a water-intensive crop and it has already resulted in reduction in
cotton cultivation in the country. Prices of sugar do not take into account the
precious cost of water that is used to cultivate sugarcane. There must be health
warning signs on each packet of sugar, and it must be taxed like cigarettes. The
narrative of sugar being a necessary commodity has been shaped by sugar
cartels.
There is a need to raise awareness of health implications of sugar that will
automatically help the state to come out of this sector. The sugar cartel has also
successfully managed to get many laws enacted in its favour like ban on
producing Gur (jaggery) and installation of small-scale sugar mills. This
tendency has been underlined by findings of a competition assessment report
prepared by the Competition Commission of Pakistan many years ago.
The report says, “The role of politics is still central – from the sanctioning of a
sugar mill to its day-to-day financing and operations. Of the 80 mills, more than
half are owned by members of parliament and/or their extended families.” As
mentioned earlier, sugar is not the only sector where such a questionable alliance
of state and crony capitalists occurs. Government’s involvement in the wheat
sector also leads to a heavy burden on the exchequer without passing on the
relief to farmers.
Government’s role is to create and regulate markets instead of becoming one of
the players in the market. There is a need to review government’s involvement
in commodity markets with an aim to develop robust mechanisms to create a
level playing field for farmers, traders and consumers.
Tariff curbs
Government’s tariff policy is another instrument to protect capitalists in auto
and yarn sectors.The world trade has increased enormously in the engineering
sector but Pakistan has failed to participate in the global value chain due to a
protective and distorting policy framework led by the Engineering Development
Board.
10

Another such roadblock was the hassle of getting NOC for 3D printers that has
also affected the country’s ability to produce quality goods in the engineering
and other sectors.
There is an immediate need to allow smooth imports of 3D printers to improve
Pakistan’s competitiveness. The worldwide demand for man-made fibre for
textile has crossed over 50% but due to domestic production of yarn and a local
plant here, Pakistan has been restricting imports of man-made fibre, which has
severely affected exports. Same holds true for pharmaceutical and other
chemical sectors of Pakistan.
Transparency
Lastly, many of the above and other similar problems emanate from the
Economic Coordination Committee (ECC) of the cabinet. This is the forum to
understand the nexus of state with crony capitalists.
Being part of the cabinet, the proceedings, minutes and rationale of decisions
made by this committee are considered secret.
If the prime minister can release the record of ECC decisions for the last 20
years, it will show the masses how this committee has been operating and
distorting economic policy. The decisions and proceedings of the ECC should
be made transparent. There are so many other areas which deserve attention such
as public procurement, decision-making and management of development
projects under federal and provincial governments, banking sector and energy
markets in order to improve state’s role to ensure a level playing field.
However, this process should be started by making all decisions of the
government more transparent, a review of all existing sector-related policies and
laws and strengthening the role of the Competition Commission of Pakistan to
promote competition in markets.
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The larger debate that we need to have is what type of state architecture and
capabilities are required to ensure transparent and competition-oriented statemarket interactions in Pakistan.
Published in The Express Tribune, April 13th, 2020.
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Lack of details, transparency in PM’s
stimulus package
By Naveed Iftikhar / Momin Iqbal Lodhi
Published: March 30, 2020

ISLAMABAD: Prime Minister Imran Khan has unveiled a stimulus package to
shield people and the economy of Pakistan from the impact of COVID-19.
The package needs to be further explained along with details of spending and
the mechanism to ensure transparency and accountability.
The government also needs to present a revised fiscal framework as
expenditures and revenues are going to shift drastically. Recently, the cabinet
approved a budget strategy paper that should be revisited.
While the premier was announcing the stimulus package, simultaneously the
Monetary Policy Committee of the State Bank of Pakistan (SBP) decided to
slash the policy rate by 150 basis points to 11%. Such a reduction was needed
as the inflation outlook is expected to fall further to single digit predominantly
due to a sharp decline in oil prices and shrinking global and domestic demand.
Oil prices plunged to the lowest level since the Gulf War, which would have a
domino effect on the prices, increasing the purchasing value of the rupee.
The fall of the policy rate was inevitable, but the size of the cut in two episodes
looks more like a knee-jerk reaction. The SBP should have realised the gravity
of the situation in its last revision when it slashed the policy rate by only 75
basis points.
Recently, the SBP has announced a discount window that offers loans at 6% to
new industries. The present economic condition is not favourable for setting up
new industrial units rather the discount window should be extended to support
the existing industrial concerns working in the area of health care.
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A sum of Rs200 billion is earmarked for the industries and exporters. The
government must understand that traditional exports will inevitably shrink.
Efforts should be geared towards inspiring a new wave of exports.
Professor Naveed Hamid of Lahore School of Economics suggests that Pakistan
should use its existing exporting factories to produce protective gears and
hospital equipment.
He maintains, “Our manufacturers are very innovative – not only can they copy
anything but also can innovate to improve it. The only complex part is the hood
that just needs a plastic window to see through, but I am confident they can
produce it. In Sialkot, I have seen factories combine cloth with various materials
to produce different garments for various sports, so I am confident they can
handle it.”
Similarly, the package should be diverted towards producing medicines,
ventilators, hospital equipment and food sector to meet the local and global
market needs once the capacity is developed.
Government’s Kamyab Jawan programme could not kick off as promised. The
stimulus package should have allocated more resources for such a programme
as it will directly help young population in running their self-employed
businesses.
Tax refunds for exporters announced in the package were not a relief but a
temporary solution to a structural problem. The government, indeed, owes this
money to the exporters.
Another such announcement was to procure wheat. The federal government only
guarantees wheat procurement by provinces and it procures itself a small
quantity. Export refund and wheat procurement are routine functions and may
not be considered a stimulus package.
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Cash support
The Ehsaas emergency cash programme has increased disbursement of cash
from Rs2,000 to Rs3,000 per month to the existing beneficiaries. This is not
enough for providing necessities to the households.
Cash handouts should amount to at least Rs5,000 to cover necessities of
households and will also help in supporting local businesses by stimulating
demand.
The government could only disburse around Rs70 billion in almost eight months
out of a total allocation of Rs192 billion. So, the government has some space for
such an increase in the package.
Secondly, a sharp decline in Public Sector Development Programme (PSDP)
releases has also created some room for diverting resources towards supporting
the vulnerable population. The primary challenge is to increase the coverage of
this programme beyond existing beneficiaries.
“Ehsaas should not worry at this time about inclusion error. It needs to worry
about exclusion error,” Shirin Gul, a social protection specialist remarked
recently in a conference held by the Learners’ Republic.
Utmost effort is needed to make this package “people and health-centric” rather
than “industry-centric”.
Saving human lives
The prime minister has announced a fund to support healthcare workers. There
is an urgent need to expedite the delivery of this package to such workers.
Pakistan also needs to spend more resources on diagnostics, targeting potential
carriers of the virus and isolation/lockdown in order to save money on ICU
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expenditures. At this point, the country needs to save human lives from the
pandemic.
However, this is time to realise that Pakistan can help the economy and industry
recover after winning the war against COVID-19. It should not sacrifice a single
human life to generate economic growth.
Pakistan Institute of Development Economics (PIDE) has developed a
framework to assess the impact of COVID-19 on different sectors. This is time
that the government engages such institutions and a wider network of
professionals from different disciplines in policymaking.
Published in The Express Tribune, March 30th, 2020.

16

Several gaps appear in govt’s SOE reform
programme
By Naveed Iftikhar
Published: July 29, 2019

ISLAMABAD: The recently released staff report of the International Monetary
Fund (IMF) mentions the word “SOE” – state-owned enterprises – over 40
times. This report was submitted to the IMF board for the approval of balance
of payments support for Pakistan.
The recurring mention of the word SOE in the report may lead to the assumption
that the government and the IMF are serious about reforming SOEs during the
fund’s programme. However, a careful analysis of commitments by the
government presented in the report reveals many gaps in the SOE reform
agenda.
The key steps mentioned in the report are sorting of SOEs into various
categories, increasing transparency through new audits, privatisation of a few
entities and modernising the legal framework for SOEs.
There are various flaws in these measures. First, the auditing initiative is a
useless step that is only meant to check the box. Pakistan International Airlines
(PIA) and Pakistan Steel Mills (PSM) undergo the audit regularly.
During the tenure of the previous government, transaction advisers were hired
to conduct a detailed assessment of both companies. Those reports must be
available with the Privatisation Commission. Therefore, there is no need for this
structural benchmark.
Second, in a bid to jumpstart the privatisation process, the government has
ignored the companies in need of urgent reform and instead mentioned all the
insignificant transactions such as SME Bank, First Women Bank and Jinnah
Convention Centre Islamabad.
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The real issue is with the distribution and generation companies in the power
sector, oil and gas companies, PIA, Pakistan Railways, commodity market
operations and PSM. These are the real culprits causing fiscal haemorrhage.
Interestingly, there is no road map for privatisation and/or introducing publicprivate partnerships in these entities. The programme should have clearly laid
out a plan for corporatisation of SOEs working as authorities and autonomous
bodies and listing of SOEs on the stock exchange.
SOE law
Third, on the legal side, the report highlights the need for a new SOE law. But
it seems there is no clarity why this law is required. Astonishingly, the report
has not even mentioned once the Corporate Governance Rules for Public Sector
Companies introduced by the Securities and Exchange Commission of Pakistan
(SECP) in 2012-13.
The previous government introduced a few amendments in those rules, which
diluted their effectiveness, spirit and intent. The starting point for modernisation
of any legal framework should be to review corporate governance compliance
mechanisms by the SECP and to introduce amendments to those rules to make
them more effective.
However, the report mentions that a new law is needed to clarify regulatory and
ownership rights. It calls for “a clear, coherent and modern legal and regulatory
framework that defines the behaviour and role of the state as owner, regulator
and shareholder of SOEs.”
Authorities need to understand that the regulatory function is already vested with
the SECP and other sector-specific regulators. No new law is needed in this
regard. There is a need to identify weaknesses in existing regulatory frameworks
and to undertake measures to improve compliance with the regulatory
frameworks.
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The SOE law is needed only to clarify the ownership rights of the government
and the ways to exercise ownership rights to make SOEs financially and
operationally sustainable.
For example, how will the government appoint or remove the board of directors?
Who will be appointed on the board of SOEs? How will the CEOs of SOEs be
appointed and removed? What will be the performance framework of the CEOs
of SOEs? What will be the status of employees of SOEs in terms of applicable
laws for public servants? Who will hold an SOE accountable as a shareholder?
Where does the shareholding lie? Is it with the line ministry or finance ministry?
What will be the relationship between the board and the line ministry of an SOE?
How to ensure transparency of finances and service delivery of SOEs? These
questions need to be addressed in the new SOE law.
Obstacles
Fourth, the SOEs currently face numerous layers of accountability that hinder
the performance of these companies as a business entity. CEOs of SOEs have to
attend numerous forums and meetings called by ministries, the cabinet and its
committees, Finance Division, Prime Minister’s Office, parliamentary
committees and judicial/accountability forums.
How can a CEO or an SOE function in this environment? The new SOE law
should mainly focus on clarifying these accountability mechanisms, saying who
can hold an SOE accountable as a shareholder.
There should be a dedicated and professional SOEs monitoring unit based in the
Prime Minister’s Office. Only this unit should have the mandate to review and
direct the performance of SOEs on behalf of the federal government.
Two of my pieces published in this newspaper present proposals for reforming
SOEs. These include underperforming board rooms of public-sector firms and
how to govern public-sector companies?
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There is a need to pay attention to the issues and proposals identified in these
pieces in order to design an effective and serious reform programme for SOEs.
Published in The Express Tribune, July 29th, 2019.
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Low focus on impact: Key weakness of
governance structure
By Shahjahan Chaudhary / Naveed Iftikhar
Published: October 22, 2018

ISLAMABAD: You don’t have to be incompetent or corrupt to be unable to
deliver in the prevailing governance structure in Pakistan.
Anyone who has been in public service will attest to that! In order to have an
impact, you generally have to go against the system. Very few are brave enough
to do that.
Before sharing our ideas for improving governance, we will discuss weaknesses
of the current system.
So what are the constraints to serving citizens who live in remote villages, who
survive in urban slums, who lack sanitation, clean water and basic nutrition?
And what are the structural changes needed to ensure that public expenditure
positively impacts the lives of those who need it the most?
More than incompetence and corruption, the bigger issue is incentives, decisionmaking process and accountability. Don’t get us wrong, we have
“accountability”, we spend tremendous energy on “process accountability”.
From PC-1s to PPRA rules to NAB to the Auditor General, everyone is working
hard to ensure not a rupee is stolen.
But what about impact? What about improving lives? What about progress?
Since the impact is relative, we talk about it, but we don’t measure it. Even when
we measure it, incentives are not aligned with our measures of progress. It is
also easier for a public servant to wed himself/herself to the process and as long
as he/she is following the rules, no one can hold him/her accountable for the
lack of impact. You may have heard of many public servants being held
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accountable for violating processes, but no one is questioned about the impact
of his/her work.
Thus, the key weakness of the current governance system in the country is the
lack of focus on impact and alignment of incentives and accountability to impact
assessment.
Indeed, there is a need to devise a new governance framework in order to
improve lives of people at large and to hold accountable those who are
responsible to do it.
The cornerstone of the new framework should be proximity and autonomy. The
person closest to the citizen should have maximum incentive and authority to
serve his needs. There is a need to pay attention to the concept of “street-level
bureaucracy”.
Pakistan a big country
The first thing to understand is that Pakistan is a big country. Five Nordic
countries – with some of the highest living standards – have a combined
population of 27 million. That’s nearly the same as that in Karachi – Pakistan’s
largest urban conglomeration.
Each one of them has a parliament, a prime minister and so on. What about
Karachi? It doesn’t even have an effective city government with the autonomy
to manage local challenges.
In terms of land, Pakistan is equal to the land area of Germany, France and the
United Kingdom combined. With such a wide land area, we need to rethink how
we run Pakistan. Otherwise, good intentions and honest leadership will never
deliver – not because they don’t want to, but because they can’t.
Because of the centraliasation of power in provincial capitals and Islamabad (the
opposite of proximity), we are facing a double hurdle to development. People in
22

a position to make decisions lack the information and local understanding to
make a difference.
On the other hand, those who have this information and understanding face
capacity constraints and have little influence on resource allocation and
planning. This is a recipe for ongoing disaster, which we see in our everyday
experience of governance.
Even at the local level, provincial and federal governments see citizen
empowerment as a threat to their dominance. This attitude is a legacy of the
colonial past where the purpose of the government was to maintain order and
extract resources. Unfortunately, we are depending on the same governance
structure to improve lives in a free Pakistan.
Where do we go from here?
First, we need to commit to an urban-centered development model. That means
the focus of the entire effort should be on designing and building 50-plus cities
that are welcoming, liveable, sustainable and globally competitive.
Second, we have to give these cities autonomy in managing their local
challenges. That requires trust in empowered citizens. We have to stop using
bureaucracy as an instrument of power of provincial and federal governments.
Let the city be run by a directly elected mayor answerable to a locally elected
city council.
Third, we need to not only decentralise government spending by transferring
resources to cities, we must shift the responsibility of tax collection on land and
some services to local governments. True empowerment cannot happen unless
city governments have their own sources of revenues. Fourth, the city mayor
and council should be autonomous in the appointment of city managers/planners
and development officers for serving the people.
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After the separation of judicial and police functions from the offices of deputy
commissioners and assistant commissioners, these offices have become
redundant. We need to rethink the model of appointing deputy commissioners
and assistant commissioners, inherited from the British colonial regime. We
need professionalised human resources capable of designing and managing
cities. Most of such officers are posted in cities they have never even visited
before and then one fine morning they are transferred to another place. In today’s
complex urban management, this model needs to be revisited.
Because of this new level of proximity to the government, these urban centres
will become thriving cities not only economically, but also culturally and
politically. As citizens feel engaged and connected, they will demand better
governance from their easily accessible representatives.
With a 50-plus rapidly progressing energetic cities, rural population will have
options. They can migrate to Karachi or Islamabad, but they can also migrate to
Larkana, Sahiwal and Nowshera. With power distributed to so many centres of
citizenship, we can then hope to build our Samarkand and Bukhara.
And what is required from the federal and provincial governments? Let go of
undue powers and trust your citizens, they will surprise you with their ingenuity,
passion and perseverance.
Published in The Express Tribune, October 22nd, 2018.
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Pakistan needs to achieve rapid
investment growth
By Naveed Iftikhar
Published: September 10, 2018

ISLAMABAD: Imran Khan has spent ample time on emphasising simplicity
and austerity in public expenditures.
Now is the time to move on to the real agenda to bring economy out of crisis
and to facilitate jobs and income growth for the people at large.
Pakistan’s investment-to-gross domestic product (GDP) ratio has been hovering
around 15% while countries like China, India and South Korea have maintained
the ratio above 30% to put their respective economies on a sustainable path.
The prime minister should give a clear target to the finance minister and the
cabinet to raise the investment-to-GDP ratio to 20-25% during the government’s
five-year tenure. This will improve job creation, productivity and exports.
A usual and useless recipe will be to focus on the World Bank’s Ease of Doing
Business indicators to improve investment. Indeed, these indicators do not
capture complete reality of investment climate in a country.
Over the past two decades, China and India performed relatively poorer than
Pakistan in the doing business ranking, but they were top foreign direct
investment destinations and highest domestic investment mobilisers.
Probably, some indicators matter more than others. For example, it does not
matter if registering a company takes 5-10 more days, but it may matter
substantially if a businessman is stuck in courts for dispute resolution for years.
Similarly, multiplicity of taxes and cumbersome procedures hurt businesses.
Pakistan is advised to capture low-hanging fruits by improving starting a
business or getting construction permit indicators through one-window or online
25

operations. But very little progress has been achieved in terms of reforms in
contract enforcement, tax payments and protecting intellectual property rights
among others.
In order to achieve a rapid growth in investment, Pakistan Tehreek-e-Insaf (PTI)
government needs to focus on the following areas:
Land-use policies
Due to massive speculation, property in Pakistan has become unaffordable for
businesses due to sky-rocketing prices. Idle investments in real estate have led
to shortage of buildings and commercial plazas for offices and factories.
Both China and India facilitate and lease land to investors on an individual basis.
There is a need to encourage high-rise buildings in city centres to reduce office
rents and promote investment in vertical housing.
Unbuilt property should be heavily taxed in order to encourage investment in
more productive sectors of the economy.
Skilled labour
Foreign investors not only go to countries for skilled labour force, but they also
look for knowledgeable workers and ideas. Pakistan needs to invest more in
training and research.
Both school and tertiary education in Pakistan is useless for developing the skillset. Technical and vocational education is marginalised and yields poor
outcomes.
There is a need to identify key skills for garments, IT, engineering and food
processing sectors and massive labour force should be trained through publicprivate partnership on the pattern of DigiSkills initiative of the Ministry of
Information Technology.
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Regulatory governance
Pakistan needs to strengthen its regulators by enhancing their autonomy and
professionalism. The PTI government should especially focus on ensuring
deployment of quality human resources at all levels in the regulators.
In this paper, one of my earlier articles titled “Regulators in Pakistan—
watchdogs or lapdogs” lays out a framework for the improvement of regulatory
governance.
The overall objective of this reform process should be to reduce regulatory
burden on the private sector and to improve transparency in regulatory
governance.
The State Bank of Pakistan should especially focus on enhancing credit for small
and medium enterprises.
Building state capacity
The public sector has very little understanding of future economy. There is a
need to train public servants to understand the dynamics of fourth industrial
revolution and what sort of policy interventions will be required to boost
investment in the new economy being shaped through the fourth industrial
revolution.
Judicial system
Pakistan needs to establish separate commercial courts at the district level. Many
redundant and inefficient laws need to be abolished or amended to improve
dispute resolution.
Dubai International Financial Centre – the regional hub of finance – has
developed partnership with the London International Arbitration Centre which
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has helped generate confidence among investors. Such measures are needed in
Pakistan.
Tax payment
There is no tax policy in the country. There is a need to separate tax policy from
tax administration as a key reform. On tax payments, both tax filing and refund
mechanism should be made simpler and smooth.
Public-private partnerships
The government can leverage huge private investment by promoting publicprivate partnerships (PPPs) in railways, road and housing infrastructure. There
is vast public land in many cities which should be used for developing affordable
housing under PPPs.
Such initiatives may open wide opportunities for domestic and foreign
investment. However, efforts should be made to optimally distribute risks
among public and private sectors.
Published in The Express Tribune, September 10th, 2018.
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Regulators in Pakistan - watchdogs or
lapdogs
By Naveed Iftikhar
Published: April 23, 2018

DELAWARE: Can we trust the authenticity of a medicine we buy from a local
pharmacy? Are we being fairly charged for electricity and gas consumption at
our homes or factories? Are our deposits safe in a bank?
Is our personal and financial record secure with telecommunication, social
media, and financial institutions? Indeed, many such questions that an ordinary
consumer will have in his/her mind relate to the regulatory governance in
Pakistan (and it may also be equally relevant to other societies).
Similarly, a businessman does not want only influential players getting all
contracts for public procurement. An investor likes to know if he would not be
stopped from experimenting to introduce new products and services in the
market. Likewise, an IT entrepreneur would like to have an environment in
which his business operations can be carried out smoothly from Pakistan to other
parts of the world.
These are some of the areas which fall under the ambit of state’s responsibility
of protecting economic and social rights of citizens, including consumers and
producers. Over time, governments throughout the world have established
independent regulators to safeguard such interests of all stakeholders.
Following the suit, Pakistan also established many independent regulators since
the 1990s, such as the Securities and Exchange Commission of Pakistan (SECP),
Competition Commission of Pakistan (CCP), National Electric Power
Regulatory Authority (NEPRA), Civil Aviation Authority (CAA), Pakistan
Telecommunication Authority, and Drug Regulatory Authority of Pakistan
(DRAP) among others.
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These regulators are supposed to act as watchdogs. However, they may become
ineffective, if they turn themselves into lapdogs of powerful lobbies, either
within the incumbent government or a dominant player in the market.
Sound, credible and efficient regulations ensure economic growth and
investment. While weak and ineffective regulatory structures lead to dangers
and threats to lives and properties of citizens, as well as stifle innovation and
business expansion in an economy.
Regulations need to maintain a balance among private consumers, producers and
public investments. Today’s market economy cannot function without welldefined regulatory governance. Despite the impact regulatory regime can have
on driving economic growth and overall social development in the country, there
is scarce dialogue on the current state of regulators in Pakistan and ways to
improve their performance and accountability.
The sub-optimal performance of regulators in Pakistan is caused by various
institutional and capacity constraints. Under the 18th Amendment of the
Constitution, the subject of regulations is under the Council of Common
Interests (CCI). However, the legislative acts for regulatory bodies are supposed
to steer implementation of sector policy of the federal government.
Most regulators desire to submit annual reports to the CCI or parliament under
the accountability requirements as per their respective laws. But both CCI and
Parliament lack technical capacity and resources to evaluate performance of
regulators. Hence, such an unfunctional governance mechanism has been
holding back the performance of regulators. There is an urgent need to
strengthen the capacity of CCI to effectively put in place checks and balances.
Appointments for members of regulatory authorities and commissions are
challenged in courts quite commonly, which hinder their routine functions.
Moreover, regulatory bodies such as Nepra only require members to be
nominated by the provincial government without giving a specific criteria and
qualifications of such members and their expertise in the relevant field. This
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emanates, partially, from ambiguous processes of appointment mentioned in
laws of regulators, which need to be addressed.
Judicial reviews of the decisions of regulators remain pending in courts for a
long time, which undermines the quasi-judicial role of regulators. Special
tribunals need to be formed and equipped to hear and dispose of cases against
the decisions of regulatory bodies.
The regulatory governance is an inter-disciplinary area that draws from the
disciplines from law, economics, sociology, public policy, and relevant sectoral
knowledge. However, there is a lack of formal and informal education and
training mechanisms in the country. Academicians and policymakers lack
capacity to undertake ex-ante and ex-post regulatory impact assessments.
We have rarely seen any research by universities on such subjects. There is a lot
that regulators can learn from each other within Pakistan, but there is no such
effective mechanism. There is a need to initiate formal and informal training
and research programmes in Pakistan to focus on the regulatory governance in
the country. The State Bank of Pakistan, being the oldest regulator in the country
should support such initiatives.
Here are some recommendations specific to a few regulators; the CAA needs to
separate its regulatory and service delivery functions. CCP should be given
financial autonomy as it is now dependent on the public exchequer. Nepra law
needs to be amended to prescribe professional qualifications and relevant
experience of its members.
SECP needs to strengthen corporate governance of state-owned enterprises.
DRAP should induct more professional human resources to regulate the
complex and highly-scientific pharmaceuticals sector. Moreover, DRAP will
have to ensure a conducive regulatory environment, as many international
pharmaceutical companies are leaving Pakistan. At the subnational level, there
is a dire need to improve the quality and enforcement of regulations in areas of
food, buildings, and environment.
Published in The Express Tribune, April 23rd, 2018.
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Companies in Pakistan lack a clearly
defined strategy
By Naveed Iftikhar / Irfan Altaf
Published: March 26, 2018

ISLAMABAD: Pakistan’s businesses are struggling to compete with
international firms operating both locally and internationally.
In order to succeed, it is important that they set the basics right. What are those
basics? One of the major cornerstones for success of a business is devising an
effective strategy. Despite being the most common tool for planning, many do
not understand it well. So, it will be useful to start the article with the
introduction of the concept of strategy in simple words.
Strategy is defined as “a plan of action designed to achieve a long-term or overall
aim”. Ven den Steen states, “strategy is the smallest set of choices to optimally
guide (or force) other choices”.
It can thus be called a unifying force that connects ideas of the past with
implementation in the present and aids in the development of future actions.
After defining strategy and its importance, now let’s talk about its utilisation in
the corporations of Pakistan.
Preliminary analysis of annual financial statements of top 10 companies of
Pakistan indicates that very few companies have clearly defined their strategic
priorities and action plan whereas most others are plagued with vague statements
and ambiguous action items.
It is understandable that strategy is an internal document, but companies do give
an overview of their strategy in publicly available documents.
In most of the strategic statements, key elements are missing like the proposed
actions and resource utilisation which will lead to the goals and aims of the
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company. Many companies in Pakistan use vague language such as “maximise
returns to our shareholders and provide optimum value to all stakeholders”.
Following is an example of a Pakistani company’s robust strategic plan, which
stands out for its clarity, organisation and proposed actions while accounting for
anticipated challenges. It clearly articulates the strategic objective, the current
status and the potential roadblocks that may lead to failure.
Based on the literature review and our experience of working with some
organisations, we propose following six steps to devise an effective strategy for
companies:
(a) Develop an inclusive culture
Everyone is encouraged to think about the future and how each individual and
process can potentially impact the strategic objective and the outcome
Solicit feedback from each member of the workforce, especially those heavily
involved in the groundwork
(b) Parent company strategy vs functional or divisional strategy
Identify if the strategy would be formulated at the corporate level or at the
functional level
Decide about the most suitable model after a considerable analysis of pros and
cons of each approach
(c) Take a methodical approach to formulate a strategic plan
Top management should lay out vision, strategic goals and priorities
Perform analysis of the company’s core capabilities and internal and external
factors that influence the company’s performance
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iii. Break down each component of the value chain – raw material, operations,
delivery, customer acquisition and customer retention.
Put together a positioning map for company’s current state vs future state
(d) Pick a few salient strategic options
Easy to communicate with the organisation
Easy to get employees attention and commit resources to only few strategic
options rather than to focus on a long list of priorities
(e) Path to formulate a successful strategy is, what > why > how > where >
when > who. For example, what strategy are we going to pursue, why it is
important, how we are going to do it, where that strategy will be implemented,
when is the deadline and who will be accountable for passing through the goal
line.
(f) Devise and monitor a detailed action plan
Assign responsibilities and resource allocations
Carry out a periodic monitoring and undertake necessary changes in the plan
Indeed, there is no “one-size-fits-all” formula for devising and implementing
effective strategies to expand, sustain and transform business organisations.
However, the above six components should be given due attention in this
process. Many strategies fail only because of a lack of effective communication
with key stakeholders. So, make the communication plan a cornerstone of the
strategy.
Naveed Iftikhar is a public policy adviser and researcher having interest in
public-sector governance, cities and entrepreneurship. Irfan Altaf is a
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management and strategy professional working for a leading consulting group
in the US.
Published in The Express Tribune, March 26th, 2018.
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Transforming Punjab’s economy
By Naveed Iftikhar
Published: December 31, 2017

Earlier this month, the government of Punjab released Punjab Economic Report
2017 after a gap of a decade. The publishing of the report is appreciable due to
various reasons mentioned later in this article. However, it is equally pertinent
to emphasise that such reports should be published annually to capture rapidly
changing policy and economic environment both in our society and across the
globe. We need to analyse why such works are not a regular feature within
provincial governments of the country.
Let me first share why I appreciate publishing of this report and then will turn
to key gaps in the report and strategies. First, the publication of reports
demonstrates that the provincial government is willing to take a greater
responsibility to steer economic development. Second, the report is based on an
extensive consultative process and engagement with eminent economists. Third,
the report explains both achievements and failures in different social and
economic sectors. Fourth, the analysis can inform the political leadership about
the need of policy response in various sectors as political parties are heading
towards developing manifestos for general elections in 2018. Fifth, the report
was led by the Punjab government’s Economic Research Institute instead of an
international agency’s work. This demonstrates domestic capacity of the
government of Punjab to coordinate and sponsor such a research work.
However, a fundamental question needs to be posed here: Is Punjab ready to
transform its economy from traditional sectors to production and trading of more
value added and globally competitive products and services as envisaged in the
report? It may be hard to answer this question based on this report alone. But it
is important to point out some gaps in the report and areas for further
improvement in Punjab’s strategies for growth and transformation.
First, the report has mainly documented initiatives by the public sector. There is
so much happening in the province which is being steered by the private sector,
social entrepreneurs, non-profit organisations and various collaborative
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arrangements. The public sector alone may not achieve many of the goals
without an active collaboration of other stakeholders. Many efforts for providing
clean drinking water, for example, are failing in Punjab. More than 50% water
supply schemes are either dysfunctional or incomplete. Numerous scandals of
Punjab Saaf Pani Company have been reported in the media. The previous
economic report of Punjab highlighted achievements of a communitygovernment partnership for clean drinking water—called ‘Changa Pani’—in
Lahore by a social entrepreneur. The same model has now been replicated in
Bhalwal. There are many other such initiatives which should have been added
as a compendium in the report. Similarly, if we have to transform Punjab’s
economy to embrace the fourth industrial revolution, the province will have to
invest in science instead of a focus only on information technology. This dream
cannot be achieved without multi-level governance that will engage academia,
the federal government’s many institutions, private sector and international
firms and research centres. Further deliberations are needed to undertake and
report such work in the province.
Second, there are a few gaps in the sections on industrial growth and investment
climate. The chapter on industrial growth only mentions word entrepreneurship
once and that too in the case of the Vision 2025 of the government of Pakistan.
Policymakers still undermine the importance of entrepreneurship—business
dynamism and discovery of opportunities—in our society. How can we achieve
industrial competitiveness without entrepreneurship? There is a need to
deliberate why Pakistan could not benefit from trade globalisation and labour
outsourcing revolution in the world from 1990s-2015. Besides envying for
Chinese investors, we need to channelise our domestic potential by especially
diverting the investment from real estate to productive sectors of economy.
However, the chapter on information technology does talk about
entrepreneurship. Thanks to the efforts of Punjab Information Technology
Board and Information Technology University that we are witnessing a wave of
young entrepreneurs in Punjab. Chief minister of Punjab also deserves a credit
for nurturing and patronising such initiatives. But, young entrepreneurs should
not remain restricted to the information technology field. We need progressive
entrepreneurs in agriculture and mainstream industrial and services sectors too.
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The report has mentioned establishment of various units for investment climate
reforms to steer regulatory reforms. But, why do people still prefer to invest
either in speculative real estate market in Pakistan or Dubai? Indeed, the answer
is: there are many other fundamental barriers to investment such as legal
disputes and credit bottlenecks which need attention.
Third, the report does highlight the importance of making cities as engines of
growth. But it does not provide a sufficient analysis and rationale why Punjab
is worst in terms of devolving powers and resources to local governments. Cities
cannot prosper with the colonial administration. Punjab’s Urban Unit is
developing a spatial strategy which is appreciable, however, a greater
emphasises is needed on empowering and professionalising local governments
in Pakistan if we want to make cities as engines of growth. A lot of work on
governance and urban design is needed to make cities more competitive.
Fourth, the report has outlined various initiatives for transforming Punjab’s
economy. However, the basic ingredient for this task will be the improvement
of state capacity. Except e-governance the report does not talk about improving
the capacity of state machinery in the Punjab province. The current structure of
bureaucracy and other state organs are unable to transform Punjab’s economy
in the 21st century. In order to transform the economy, the transformation of
state capacity is needed!
Fifth, the report only gave passing remarks on inequalities in the education
sector. However, it could not provide a comprehensive commentary on
institutionalised inequalities in the education sector in Punjab. Lastly, such
reports should also include the impact evaluation of the government’s initiatives
in terms of their success and failures with an aim to disseminate lessons for
further planning.
Published in The Express Tribune, December 31st, 2017.
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How to govern public-sector companies?
By Naveed Iftikhar
Published: December 7, 2017

In the last couple of months, allegations of irregularities in the governance and
operations of public-sector companies (PSCs) in Punjab have gotten significant
attention of the media. This resulted in suo-motu notices by judicial and
accountability forums in the country. Some are mistakenly expecting that these
notices will help to improve governance of PSCs in Punjab and Pakistan. The
reality is that judicial and accountability/investigative agencies, along with more
than a dozen other parliamentary and executive forums, have long been
investigating and scrutinising corruption and performance of PSCs in Pakistan.
Still, many federal companies such as the Pakistan Steel Mills, Pakistan
International Airlines, the Pakistan Railways, energy companies and food
market operations have been performing poorly to deliver services, and on top
of it they have accumulated huge losses and government-guaranteed commercial
debt. Thus, the mess in PSCs governance simply implies multiplicity, vagueness
and ineffectiveness of current accountability mechanisms. I would explain here
why many of such PSCs are performing poorly and how institutional reforms
can be introduced to better govern them.
The first problem is the lack of any effective legislative framework to govern
PSCs. Many countries in the world have developed State-Owned Enterprises
(SOEs) laws, to clarify roles and responsibilities of various stakeholders
involved in the governance of these companies. No such law exists both at
federal and provincial level in Pakistan. Some may point to existing regulatory
functions performed by various regulatory agencies, but here I mean ownership
framework that is steered by the government.
Secondly, corporate governance of these PSCs is the most neglected area. With
the efforts of Economic Reforms Unit (ERU) of the Ministry of Finance, the
Securities and Exchange Commission of Pakistan (SECP) and Centre for
International Private Enterprise, Corporate Governance Rules were introduced
in 2013. The compliance of these rules, later, became problematic for the current
government and then they pushed SECP to undertake changes in the rules in
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order to enhance the grip of the government functionaries on the affairs of these
companies. In one of my earlier pieces in this paper titled ‘Underperforming
board rooms of public sector firms’, I discussed the issues related to board
constitution, performance and removal. Most of the boards are filled with friends
of politicians and bureaucrats, as there is no central database of prequalified
independent directors. The performance of ex-officio members and independent
directors is neither recorded nor comes into any consideration while appointing
people on boards.
Third, there is no central performance benchmarking process for the assessment
of PSCs. For the last three years, ERU is publishing a consolidated report of
performance of PSCs, in the federal government. There is no such practice at
the provincial level. Moreover, the performance report of even the federal
government is currently not feeding into the decisions about fiscal allocation for
PSCs and performance monitoring of the top management. Most of the times
such decisions are based on adhoc practices and often the government bends to
various labour and political pressures.
Fourth, human resource at all levels in most PSCs lacks professional capabilities
and continuous capacity development due to various loopholes in the human
resource systems of these companies. These companies are no more the choice
of ‘Talent’, while there is always an influx of political appointees in these
companies. A classic example of such a malpractice is that the last government
regularised around 3,000 employees in the Pakistan Steel Mills when it was
virtually closed. Moreover, multiple layers of accountability and political
victimisation deter talented professionals from joining these companies.
Fifth, many of the not-for-profit companies under both the provincial and federal
governments have been created to avoid delays of red tape in mainstream public
financial management (PFM). Instead of carrying out reforms in mainstream
PFM, shortcuts in the forms of development projects, autonomous bodies and
not-for-profit companies have been adopted by the government. These avenues
have opened doors of appointment for favourite bureaucrats in lucrative
positions while their peers—who lack such political and social connections —
are often barred from such privileges. This has negatively impacted ethos and
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morale of the civil service. Moreover, how can these companies perform better
when their very foundations are flawed and not well-intentioned?
It is true that governing PSCs is challenging across the world. But some
countries have been continuously introducing reforms to improve governance of
these PSCs. These countries include Malaysia, China, Singapore, New Zealand
and France, among others.
Moving forward, the first thing is to establish a high-level commission in both
federal and provincial governments, which should analyse the rationale of
creation of all such PSCs during the last two decades at least. I am convinced
that around 70 per cent of them can either be disbanded or merged to improve
effectiveness and performance. Though privatisation is not a panacea for this
poor governance, but it is safe to say that most of the companies do not have any
social, economic and political rationale. Privatisation process has recently been
stalled that needs to be reconsidered or its soft forms such as public-private
partnerships can be pursued. A recent article in IMF’s PFM blog by Taz
Chaponda titled ‘Cost benefit analysis of state-owned enterprises’, proposes: “A
careful re-assessment of the policy objectives underpinning each SOE and
interrogating whether the original business models are still valid…Ultimately,
SOE reform depends on political decisions, but generating sensible reform
options depends on weighing up the costs and benefits.”
Secondly, an independent assessment of compliance and relevance of corporate
governance framework should be carried out in order to introduce necessary
changes in this framework. Third, legislations should be introduced at both
federal and provincial levels to clearly provide governance, human resource
structures and performance framework for such companies. Fourth, the
mechanism for appointment, removal and assessment of members of boards of
directors needs to be devised. Fifth, central performance monitoring and
benchmarking should be carried out with the aim to decide fiscal allocations and
other incentives for the senior management.
Published in The Express Tribune, December 7 th, 2017.
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Time to establish ministry of private
sector facilitaiton
By Naveed Iftikhar
Published: October 9, 2017

ISLAMABAD: Pakistan exported goods and services worth $25 billion in fiscal
year 2011 and in FY17 exports stood down at around $21 billion.
Exports-to-gross domestic product (GDP) ratio is also low if parallels are drawn
with comparable countries. Investment-to-GDP ratio has hovered around 15%
over the past decade while the ratio has been over 30% in India since 2005.
Pakistan’s ranking in the World Bank’s Ease of Doing Business indicator has
dropped from 77th in 2007 to 141st in 2017 among 185 economies. Foreign
investment has remained considerably low since 2006 except for a recent surge
due to the China-Pakistan Economic Corridor (CPEC).
This is happening despite many export packages and initiatives to boost private
sector competitiveness. Evidently, the current public sector apparatus is
inadequate and unable to deliver results for development of the private sector.
First, the mandate of development and facilitation of the private sector is
scattered across different ministries and organisations. Trade policy, industrial
policy, investment policy, information technology policy, taxation policy,
monetary policy, energy policy, sectoral regulatory policies and other such
frameworks are developed in isolation, yet they deal with the same objective.
One would suggest establishing a coordinating committee or a body. Indeed,
there are many – without delivering the intended results.
Second, the institutional and human resource capacity in public sector
organisations is grossly constrained. Third, many of these organisations were
set up between the 1970s and 2000, but needs of the private sector have totally
changed now.
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The investment made abroad by Pakistani diaspora and domestic investors’
investment in other countries may be greater than the investment committed
under CPEC. Now, the question arises as to what sort of public apparatus is
needed to enhance exports and mobilise private sector investment in Pakistan.
New ministry
The countries which have increased exports and private investment
phenomenally had one thing in common: the quality of the state and its
institutions supporting the private sector. The coordinating and intellectual
capacity of the state machinery has played a crucial role in Japan, South Korea,
China, Singapore, and in the western world.
In Japan, the Ministry of Economy, Trade and Industry and in other countries
well-designed and empowered planning agencies steered private sector
development agenda. Hence, there is an urgent need to establish a Ministry of
Private Sector Facilitation in Pakistan.
This ministry should be established by merging the Ministry of Commerce and
Textile, Ministry of Industries and Production, Board of Investment, some
attached departments of the Ministry of Information Technology and almost half
of the Planning Commission. Provincial governments may follow suit after
piloting at the federal level. Prime Minister Shahid Khaqan Abbasi has recently
reorganised a few ministries/divisions and hence the establishment of the
Ministry of Private Sector Facilitation should be considered as the continuation
of efforts to deliver services to the citizens.
Abbasi can leave an ever-lasting legacy by developing an innovative, effective
and professional setup to support the private sector. Needless to say, the public
sector is usually quick in establishing new organisations, but the government
hardly designs it in a way that it can meet the intended objectives.
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Proposed design of the ministry
First, the basic function of the ministry should be facilitation of the private
sector. The public sector’s main job is now to create a right ambiance for the
private sector to thrive. Instead, many of the facilitation bodies turn themselves
into self-proclaimed regulatory bodies and then create hurdles in the way of the
very sector they were created to promote.
The Engineering Development Board is a classic example of how a body created
to promote the engineering sector actually hindered its growth.
While creating the Ministry of Private Sector Facilitation, a thinking process
should be undertaken to avoid the usual life cycle of public sector organisations
which starts with big ambitions and ends with inefficiencies and over-regulation.
The Planning Commission’s Framework of Economic Growth emphasised in
2011 to focus on the software of economic growth. This framework can become
a guiding document for the new ministry.
Second, the mandate of the ministry should be to improve business environment,
give policy recommendations on taxation, monetary matters and exchange rate
dynamics, manage public-private dialogue, facilitate domestic and international
trade, reform complex, archaic and cumbersome laws and regulations, and
sponsor research on entrepreneurship, innovation and technological
development.
The ministry should steer policy reforms to promote competition and
innovation. These are just references to some of the important aspects of the
scope of the proposed ministry and a detailed working is required to include the
modalities and functions.
However, it would be essential that no taxation measure is finalised without the
consent of the new ministry. The ministry will have to pay special attention to
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young entrepreneurs, start-ups, technology-oriented companies (not just
information technology), innovative business ideas and women entrepreneurs.
Third, top quality human resource from both public and private sectors should
be engaged in the ministry. Secretary of the ministry should be selected through
open competition between civil servants and private sector professionals.
A panel consisting of eminent private sector representatives, senior bureaucrats,
economists and politicians should select the secretary for three years. The
secretary should be given all powers of the chief executive officer.
Fourth, it would be important to address the loopholes and inefficiencies in the
public financial management system for the proposed ministry.
Single-line current and development budgets should be given to the ministry
with all powers of appropriation and expenditures in order to steer the
implementation of its initiatives.
The ministry should have a competent chief financial officer and chief strategy
officer to deal with financial and planning matters. Merger of half of the
Planning Commission with the ministry will provide in-house and decentralised
capacity to steer the development policy.
A strong accountability mechanism should also be developed to scrutinise
financial management and service delivery by the ministry. An independent
panel of professionals and politicians should be assigned the task to periodically
review the performance and provide direction to the ministry.
Fifth, the ministry should undertake third-party review of all attached
departments/bodies of the ministries/divisions which are being merged. There
are many redundant public sector organisations such as the Trade Development
Authority of Pakistan, commercial attaches and Small and Medium Enterprises
Development Authority which need to be either disbanded or completely
overhauled to meet modern needs of the private sector.
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Govt, chambers should deliberate further
Lastly, policymakers, academicians, think tanks and chambers of commerce and
industries should deliberate on this issue because the country needs radical steps
to reorganise the public sector to deliver the services needed by the private
sector. Otherwise, we would continue to lament slow growth in exports and
decline in private investment.
Published in The Express Tribune, October 9th, 2017.
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Infrastructure and economic development
– a flawed debate
By Naveed Iftikhar
Published: August 21, 2017

ISLAMABAD: It has become fashionable and a symbol of enlightenment in
Pakistan to criticise every infrastructure project.
However, research and international experience indicate that basic infrastructure
– and its quality – is a strong determinant of economic growth and social
prosperity.
Trade-offs between education — or other social services – and physical
infrastructure are frequently presented in mainstream and social media without
realising that both are needed.
Infrastructure and education – and other social development goals – are not
mutually exclusive. A reliable and a safe public transport system in cities, for
example, can have a phenomenal impact on girl’s education, health care visits,
women employment and overall labour force mobility.
On the other side, the advocates of infrastructure propagate any kind of brickand-mortar activity as the game changer. Hence, the debate on the contribution
and role of infrastructure is severely flawed in Pakistan.
Most of the developed countries invested in infrastructure during the middle of
19th and the start of 20th century when their per capita income was less than
$1,000 and literacy rates were around 50%. London and American cities had
underground transport systems in the 19th and early years of the 20th century.
Now, the annual number of passengers travelling through subways and metros
of New York, London and Tokyo is 1.8 billion, 1.2 billion and 9 million
respectively. The inter-state highway system of the US was one of the main
contributors to economic development in the second half of the 20th century.
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Yes, the infrastructure projects were not limited to roads and transport. Water
and sewerage system helped tremendously to improve the quality of life, health,
and human productivity in the developed world.
The importance of complementarity between infrastructure and social services
was well stated by former US president Barack Obama in his inaugural address
in 2013.
“Together, we determined that a modern economy requires railroads and
highways to speed travel and commerce, schools and colleges to train our
workers….Together, we resolved that a great nation must care for the
vulnerable, and protect its people from life’s worst hazards and misfortune,” he
said.
Transparency
When the importance of infrastructure is emphasised for economic growth, it
does not mean that there should not be a discussion on the design, approach,
viability and location of such projects.
Governments will have to be transparent, efficient and inclusive in these areas.
Corruption scandals in infrastructure projects appear in the media every day and
thus, many advocate the government should focus more on education and health.
It is important to understand that the weak state capacity that inhibits the
execution of infrastructure projects transparently and efficiently, also hinders
the achievement of goals in the areas of education and health.
Furthermore, there has been a renewed focus on infrastructure projects recently,
but little attention has been paid to the governance of infrastructure. Even if we
succeed in developing state-of-the-art infrastructure in some areas, the weak
governance capability will hinder the maintenance and operations of the same
infrastructure.
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Look at the quality of current operations of railways, electricity, roads, airports,
and water/sewerage systems. Almost 50% of the water and sanitation schemes
are dysfunctional in Pakistan. The recovery rate of water bills, despite being
nominal, is lower than 50%. The aviation sector is performing sub-optimally.
Circular debt has been choking the supply of electricity for quite some time
despite massive undue injection of public money. Hospitals and healthcare
facilities, especially in rural areas, are in a poor state.
Most of these sectors are suffering due to inadequate maintenance of
infrastructure and weak governance capability.
Lack of quality research
Many of Pakistan’s universities and scientific research centres have modern
machinery and equipment, but they are unable to produce quality research due
to constraints in the areas of governance and culture.
The public-private partnership is now gaining traction for infrastructure
development in many sectors. However, Pakistan’s recent performance in
private partnership is yielding sub-optimal results due to weaknesses in the
institutional architecture.
In the railway sector, for example, not every route and operation should be
privatised, but privatising some commercial routes and freight transfer can help
a lot.
Densely populated areas in central Punjab can benefit from regional train
operations, managed by the private sector. Imagine the mobility and social gains
of multiple short trains (by the private sector) on busy routes such as FaisalabadLahore, Gujranwala-Lahore, Okara-Lahore, Islamabad-Peshawar and
Hyderabad-Karachi.
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Similarly, there is a need to enhance the number of private-sector freight trains.
All these routes will prove self-sufficient. However, the routes in strategic and
less-developed regions can and should be subsidised by the government.
Many of these efforts have failed in Pakistan Railways because the current
institutional structure does not support such innovative and dynamic solutions.
The current government has succeeded in improving the operation of Pakistan
Railways, but there is a need to address institutional bottlenecks to put the
railway sector on the track on a sustainable basis.
In the end, I would argue that we need to have the right approach, theoretically
and statistically, to discuss linkages between infrastructure and economic
development. We need both physical infrastructure and interventions in the
social sector.
The key area to be discussed further is the governance capability of the state to
improve service delivery through quality interventions in both physical
infrastructure and social sector.
Published in The Express Tribune, August 21st, 2017.
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Lessons Pakistan can learn from the East
Asian miracle
By Naveed Iftikhar
Published: November 13, 2016

DELAWARE: Economists and policymakers have been paying a great deal of
attention to the rapid development in South Korea, Singapore, Hong Kong and
Taiwan through the end of last century.
Though a host of headwinds including demography, global stagnation, Asian
financial crisis, and rise of emerging economies have already disturbed the
trajectory of growth in these nations since the beginning of the 21st century but
the unfolding of popularised miracle still appears puzzling in many ways.
However, the debate has so far concentrated on industrial policy, education,
macroeconomic stability, and international trade.
Every school of thought picked up one of the above or related factors and tried
to generate economic models and empirical research to establish causalities and
sometimes exaggerated effect of just one policy component.
There has been a lesser appreciation that development is a confluence of
multiple factors and may not follow a sequential pattern established by simple
economic models.
State’s capability
These nations developed strong state capacity to develop and implement
policies. The quality of public service (especially bureaucracy) played a critical
role either fostering state capitalism or ensuring property rights and contract
enforcement for private sector growth.
Japan inherited a legacy of stronger bureaucracy from ancient times but
Singapore, South Korea, and China built public sector from almost scratch.
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Historical facts indicate that authoritative rulers in above nations set up the
foundation of stronger bureaucracy and robust public sector. Lee Kuan Yew in
the case of Singapore, Gen Park Chung-Hee in the case of South Korea and the
communist party of China may be considered examples in this regard.
Without state capability, neither planned nor organic development can occur.
State capability may comprise of the quality of public sector institutions, human
resources and openness to research and new ideas. East Asian nations
particularly professionalised public sector and created in-house capability to
think, plan and implement.
Market of businesses and professionals
The second most important achievement was to create a thick market of
businesses and professionals. This strategy was achieved through massive
public investments and facilitation to businesses and talent in several ways.
In these economies, investment to GDP remained in the range of 25-45% of
GDP during last quarter of twentieth century. They targeted few firms/sectors
and regions, developed them to reap benefits of spillover from these companies.
State-owned enterprises also played a pivotal role in this process in the form of
making heavy investments in the sectors where private sector did not have the
capability and in many cases, they provided finances to private sectors.
Few diverse examples are Chaebol in South Korea, Sony and Mitsubishi in
Japan, Temasek in Singapore and SOEs Board in China. But it is critical to
mention here that they could deliver because the state was capable enough to
think through and make intelligent interventions.
Urbanisation and quality of cities
Thirdly, a most neglected factor in economic analysis is urbanisation and quality
of cities in almost all these nations. It is often remarked that no nation has ever
developed in the known history of mankind without urbanisation. First, there is
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a correlation between development and urbanisation—thought there is
difference in direction/significance of causality.
These nations developed cities as engines of growth, innovation and culture.
There are many common characteristics in Tokyo, Shenzhen, Hong Kong,
Singapore, and Seoul. Some of those are population density, local decision
making (in coordination with national/state governments) and entrepreneurial
culture.
The capability of China, Korea, and Japan to develop new cities and regenerate
existing ones is amazing. Their business friendliness and talent magnetism are
the other core features. Cities present host of opportunities and challenges—and
externalities.
The professional capability of a nation ensures enhancement of positive
externalities and mitigation of risks associated with urban density.
Provision of public goods
Fourthly, these nations invested heavily in the provision of public goods and
social insurance in the areas of education, health, access to water/sanitation,
public (transit) transport, public safety, and public housing.
Almost in all these countries, public sector started investing in these sectors and
later opened it up for private investment or partnerships. However, weak state
capacity can neither invest efficiently itself, nor can operate and maintain such
infrastructure and services under public-private partnership.
Moreover, it appears important to benchmark Pakistan’s situation with the
successful policies initiatives of the East Asian miracle. An analysis will reveal
that Pakistan is presently missing almost all ingredients of the East Asian
miracle.
Published in The Express Tribune, November 14th, 2016.
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US struggle for social economic recovery
lessons for Pakistan
By Naveed Iftikhar
Published: October 3, 2016

DELAWARE: “Wage stagnation. Income inequality. A lack of quality
education. Insufficient training and skills development”, the opening line of
a New York Times’ article in July 2016 by Jamie Dimon, Chairman and Chief
Executive of JP Morgan, mirrors the worries about secular economic stagnation
in the United States.
While Boston’s life sciences cluster and California’s Silicon Valley are the role
models for innovation, and American information technology companies have
touched the life of almost every human being on the planet, back at home
fundamental changes in economic, political and social spheres are under way.
Since the 1980s, seven million manufacturing jobs have been lost on account of
automation, outsourcing and international trade, turning the rust belt into ghost
cities. During the same time period, jobs were created in the services sector but
low-skilled and school drop-outs got a relatively lower share in this enlarged
pie.
Gig economy (part-time work) is on the rise. Unemployment rate for full-time
jobs is around 10%. Almost 20% of the labour force is involved in part-time
work. Unemployment rates for black and minorities are too higher than the white
population, so do the incarceration.
“In 1984, the majority of state and federal prisoners were white, but by 2014,
over 65 per cent of sentenced prisoners were minorities,” cited President Barack
Obama’s economic report of 2016 along with the discussion on other inequality
issues.
“Overall, about 19 per cent of households with children, including 15 million
children, experienced food insecurity in 2014.”
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The share of top 1% of the population in income has increased from 7% in 1975
to almost 20% in 2015. The share of top 3% in wealth has reached closer to 55%.
The US is ranked 19th in the Social Progress Index (SPI) despite having one of
the highest per capita incomes which indicates rising inequalities. In some of
the SPI components, it ranks quite poorly eg health and wellness (69) and access
to basic knowledge (40).
No doubt, the US has performed far better in economic recovery than the euro
zone and Japan but still secular stagnation is worrisome across lower middle
class.
The real GDP growth has not touched 3% for the last 10 years. Public debt and
student debt are increasing steeply, embedding risks for coming days.
Economist Robert Gordon, in his book “The Rise and Fall of American
Growth”, has explained that the current trend of slow growth will prevail due to
lower innovation and productivity compared to the 1870-1970 period that
promoted inventions and use of general-purpose technologies including internal
combustion engine, electricity, manufacturing assembly line, plumbing, home
appliances, etc.
Moreover, he presented the barriers to growth as a group of headwinds that
include inequality, education, demography, globalisation and fiscal constraints
among others.
Taking along the entire society
Here are some lessons. Problems are ubiquitous and as grave as we are facing
in Pakistan. Secondly, no country can grow smoothly by leaving behind a vast
segment of society.
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But what makes a difference – research, dialogue and response. Universities,
non-profit organisations, corporate sector and city-based non-partisan coalitions
are collectively making efforts to create jobs and social harmony.
Non-profits in the US are funded by the local community, government and
corporations unlike developing countries where non-profits work as contractors
of international agencies.
People are talking about these issues openly and inquisitively. The government
is funding research and innovation to address these challenges. No one wants to
suppress the voices highlighting fault lines (unlike Pakistan).
Data on all issues is openly available. The US faced similar situations earlier
such as the 1930’s Great Depression, racial conflicts in the 1960s, economic
slowdown in the 1980s and financial crisis in 2008. However, the strength of
response emanated from research and open dialogue.
For instance, when urban conflicts were on the rise in the 1950s, the charity
foundations and governments gave grants to universities to establish
Departments of Urban Affairs to understand these issues, do research and
develop a decentralised response.
Real changes
The dilemma in Pakistan is that such debates do not really happen in
universities, cities and communities. They remain concentrated in economic and
political circles far away from actual problems.
Yes, there are economists in the US but they are mostly found in government
buildings, media and research conferences, talking “for and against” fiscal
stimulus and quantitative easing.
Real changes are being talked and implemented by a wide segment of the
society. Flint-Michigan water crisis, for example, revealed unresponsiveness of
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government officials, departments and politicians when there were growing
concerns of lead contamination and corrosion in drinking water.
A Virginia Tech University’s research team was the first to uncover
systematically the grave situation of water which fuelled the dialogue.
Published in The Express Tribune, October 3rd, 2016.

57

Public sector companies: Time to demand
transparency in national assets
By Naveed Iftikhar
Published: Feburary 22, 2016

DELAWARE: Tales of poor service delivery, weak governance and financial
mismanagement in public sector companies (PSCs) are echoed loudly in
Pakistan.
The harsh reality is that most of the national assets in the form of PSCs have
become liabilities and a huge burden on the exchequer. Nevertheless, very little
is known what is actually happening in almost 200 PSCs in the federal
government, not to mention a plethora of them in provincial governments.
Why is it so? Simply, there is no mechanism in place to share the consolidated
performance of PSCs periodically with parliament and citizens.
With this state of affairs, it is highly unlikely that citizens can know the value
for public money at the disposal of PSCs. It actually characterises as a “Black
Box” where no information is available about financial performance, service
delivery, human resource and asset management.
An annual presentation of the consolidated report on the performance of PSCs
and government’s investment, to parliament and citizens can help a lot towards
improvement in transparency and access to information. Such reports may entail
financial and service delivery indicators related to budgetary allocations,
operational and financial efficiency, profit/loss, net worth, human resource and
return for shareholders among others.
Most recently, the debate on privatisation has unfolded as talk of the town. Had
the government been publishing the performance of PSCs for some time, we
would have more informed dialogue on their privatisation and governance. And
citizens could also know when thousands of political workers were being
recruited in the PSCs which were on the verge of collapse at that time.
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Many may not be revived
It is true that many of the commercial and so-called social PSCs have lost their
relevance and may not be revitalised under public-sector control due to an
inefficient governance structure and lack of capacity to inject capital.
Alongside attempts to privatise Pakistan Steel Mills, Pakistan International
Airlines and power sector companies, there is a dire need to close and
consolidate a range of PSCs attached with the ministries meeting only the
purpose of giving jobs to near and dear ones of those who are in power.
Parallel to clearing the messy list of PSCs, transparency needs to be enhanced
in their affairs. Such transparency can also serve the purpose of a whistle blower
for the protection of national assets.
Interestingly, the Expert Advisory Cell (EAC) under the Ministry of Industries
and Production used to carry out similar tasks until 2002 but it was disbanded
which created a gap causing far-reaching implications for the performance of
PSCs. Based on Pakistan’s experience, many countries started the practice but
we could not sustain it like many other public-sector institutions which enjoyed
glory at times and then lost the momentum.
The Indian Department of Public Enterprises and Performance Management
Division started the same process two decades ago and now publish a very
comprehensive report annually. But initially they benefited from Pakistan’s
EAC.
Multiple layers of accountability
However, currently there is a range of organisations and offices trying to do socalled accountability of PSCs without any transparency, credible performance
data, governance system and understanding of commercial operations, actually
leading to multiple layers of accountability and hindrances.

59

The multiplicity of accountability checks including ministerial controls,
parliamentary oversight, investigation agencies, judicial scrutiny, media reports,
regulatory interventions and other transparency checks, enhances operational
inefficiencies and creates confusion about PSCs’ strategies and policies.
No business activity can thrive in this environment – it was one of the findings
of the author’s study, State-owned Enterprises in Pakistan.
A beginning can be made with the presentation of annual data to parliament on
the performance of PSCs, attached departments, corporations and autonomous
organisations involved in commercial and so-called social operations in the
government.
Moving forward, key indicators of their financial performance and service
delivery need to be developed and monitored periodically in order to make
performance benchmarking publicly available. But this should be done
cautiously, as it should not undermine the autonomy and authority of the boards
of PSCs.
The purpose should be to enhance transparency and provide an objective
framework to parliament and stakeholders including the citizens for
performance assessment of PSCs.
In the medium term, there is a need to develop an ownership policy or legislation
to improve transparency; to embed this performance framework into the
decision-making process and to clarify the role of different stakeholders
involved in governance of PSCs.
Published in The Express Tribune, February 22nd, 2016.
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Load-shedding: Power sector governance
- a lost hope
By Naveed Iftikhar
Published: January 04, 2016

DELAWARE: The hope that Pakistan will come out of the power sector crisis
seems lost amidst a plethora of failed interventions. Light is fading at the end of
the tunnel.
Various policy experiments have been carried out as so-called remedy of power
sector crisis, giving false hopes.
Payments to the power sector in lieu of circular debt and tariff differential
subsidy exceeding Rs1,200 billion and Rs2,000 billion, respectively, since 2008
have been unable to resolve the crisis. Massive injections of public money,
political promises and addition in power generation; all have failed to improve
power sector.
The reason behind this abysmal situation is ignorance of institutional dynamics,
professional capacity constraints in the sector and dismal governance of the
power sector.
The failed experiments
This government’s tenure is tainted with a few failed experiments. First
initiative was to engage the Federal Investigation Agency (FIA) and National
Accountability Bureau (NAB) for eradicating electricity theft and enhancing
recoveries. No significant progress was made and it faded after a short time.
Another attempt, highlighted in the media, was video conferencing with CEOs
and senior management of Distribution Companies (DISCOs) along with
surprise raids of sub-divisions and grids by a top bureaucrat. Nothing was
achieved.
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A similar attempt was made to develop live dashboards and fancy graphics for
monitoring electricity theft and recoveries. It has not yielded much. Though it
was essential to clear backlog of circular debt of about Rs500 billion when the
current government came into power, it was presented as a long term solution.
However, only a partial relief could be achieved through this effort as obviously
it was not a sustainable solution.
Tariff increase is another popular move in few circles which has also failed to
produce results. Conversion from expensive fuel to coal and Re-gasified
Liquefied natural gas (RLNG) is lagging behind the promised schedule. Now,
the entire focus is on public sector funded RLNG and coal based generation
power projects.
On one side, it is appreciable that the government has initiated disinvestment in
power sector, as many of the problems currently faced including efficiency and
capital requirements may not be resolved under the complete control of the
public sector.
However, it is surprising to note that at the same time, the government has
initiated many public sector generation projects in renewables, coal and RLNG
which negate the government’s disinvestment policy.
There is a need to be cognisant of political economy of the power sector. The
process of appointments and transfers of Sub Divisional Officers (SDOs),
Executive Engineers (XEONs) and other key field staff is highly political and
embedded with local politics of clientelism.
During the previous government, one of the top cabinet members developed a
tussle with another parliamentarian of the ruling party over appointment of an
SDO in their respective constituency. In such an embedded structure of
inefficiencies, allegiance lies with political frontrunners rather than efficiency.
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Quality human resource can really help improve state of governance in power
sector. But a close look at profiles of current CEOs and board members of power
sector companies will astound the citizens.
Moreover, continuous battles between Ministry of Water and Power and a few
boards is another lagging factor. Corporate governance compliance assessment
of all power sector companies should be carried out by Securities and Exchange
Commission of Pakistan (SECP) with the help of a third party.
National Electric Power Regulatory Authority (Nepra) has a key role in
regulating and improving standards of service delivery in power sector. The
government may be appreciated for appointing a technical person as the Nepra
chair instead of retired civil servant.
However, other issues continue to impede Nepra’s performance. Appointment
of members by provinces without any specified criteria is a serious loophole in
the system. There is a need to build professional and technical capacity of the
authority itself. NEPRA needs to be given greater mandate. For instance, vetting
and sacking CEOs but only after a clear framework to assess performance has
been developed.
Without addressing key governance challenges such as politics of clientelism,
lagging technical/ managerial skills and dismal corporate governance,
redemption of the power sector is unlikely.
Published in The Express Tribune, January 4th, 2016.
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Governance and accountability
By Naveed Iftikhar
Published: October 3rd , 2016

International experience and history inform that public sector governance and
accountability hold key position to achieve growth, development, and
prosperity. However, in Pakistan, the dialogue remains focused narrowly on
corruption and its outcomes. No serious effort is made to understand the causes
of corruption and to mobilize subsequent efforts to reform public sector
governance. Successive governments in Pakistan have been removed forcefully
or lawfully on the charges of corruption and bad governance but very little
happened in political and policy landscape to alter the fundamental ingredients
of this malaise. Opposition parties consider their only objective to remove the
incumbent government by hook or by crook. There is a relatively lesser
appreciation that opposition parties should exert pressure for reforms instead of
mere removal of the government. While in the case of bureaucracy, the reform
in the form of perks and foreign training remains the most favourite option and
if their corruption becomes too obvious, fewer are sent to prison to ultimately
get relief from the courts. No lesson is learnt from these corruption incidences
and the system remains same as it was before. Moreover, monitoring has been
another hallmark of poorly planned public sector reforms which never hit the
ground. The use of information technology (and so-called "roadmaps") for
governance improvement being talked about in Punjab at the moment, will have
very limited results in the absence of structural reforms. Some time ago I was
invited by one of the accountability organisations in the country to have a
brainstorming with its top management about issues at the intersection of
economic governance and corruption. I asked them how many cases of
corruption are being investigated in Pakistan International Airlines (PIA). I was
informed about two dozen of them. Then I told them the number of cases of
corruption in PIA pending before the judiciary, ombudsmen, Auditor General of
Pakistan and parliamentary committees before asking another question; have we
succeeded in reducing corruption in PIA or making it a viable organisation? The
answer was obviously "no". Then I opined that we need to address the
fundamental flaws in the system and carry out ongoing reforms in this regard. I
do not want to say here that we should not hold accountable politicians or public
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officials for their misdeeds but trying to make an argument that we need to
consider preventive cure alongside treatment of the disease. Stories of
corruption of politicians and public officials are not uncommon in countries
from the US to India. However, the vibrant societies talk about causes of
corruption and try to alter the fundamental institutional architecture to address
this issue on an ongoing basis. These changes may or may not yield intended
results but then they provide useful lessons for next round of reforms. Political
and economic crisis is usually a good opportunity to undertake stock taking and
channelize it into policy reforms. Unfortunately, it rarely happens in Pakistan. I
will outline few of the causes and will suggest policy choices in this piece before
outlining way forward, however, each one of them requires a greater length of
dialogue. First, we need to introduce electoral reforms starting from strict
enforcement of declaration of assets and campaign expenditures to reshaping
political party formation and governance. Political parties don't choose or
change their heads democratically. Due to this dictatorial style of party
governance by democracy advocates, there is no mechanism of internal
accountability in political parties which has led to running a political party as a
family affair. Secondly, lack of meritocracy and politicization of bureaucracy
has 1 / 3 Articles and Letters promoted nexus of bunch of ambitious bureaucrats
and ruling politicians to pursue vested interests at the cost of national interest.
Famous political philosopher, Francis Fukuyama, while tracing history of
political order and decay in the world, considered independent and competent
bureaucracy as one of the defining features of success of the nations in ancient
and present times. In our case, fundamental changes are required in the
bureaucratic system from recruitment and training to promotions and postings
to enhance meritocracy and effectiveness of this institution to deliver services
and safeguard the state interests. The starting point for such reforms should be
disbanding practice of appointing retired and loyal bureaucrats in Federal Public
Service Commission and training institutions. Empowerment and
professionalization of Establishment Division would hold key position in this
reform process. Senior bureaucrats enjoy perks and benefits far beyond their
entitlements but junior and new entrants are left at the mercy of rudimentary
public transport, expensive and pathetic rental housing and distortionary posting
processes. Micro level restructuring is also required in a number of areas, eg,
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consolidation of ministries/departments. In the federal government, Ministry of
Commerce, Ministry of Industries and Production, Ministry of Textile Industry,
Board of Investment should be consolidated into one Ministry of Private Sector
Development. There are more than three dozen attached organisations with these
ministries - majority of those simply deserve destiny of closure. Economic
Affairs Division may be merged into Finance Division. Ministry of Climate
Change and Ministry of Interprovincial Co-ordination among others should be
merged with the Planning Commission. Performance, budgeting, and reporting
of attached departments and autonomous bodies need serious attention. Thirdly,
appointment process of heads and board members of governmental
organisations, regulatory agencies and constitutional bodies need to be made
accountable and transparent. Key positions in all of these bodies/authorities are
filled with senior citizens who have demonstrable experience of serving the
incumbent political regime. Market for talent needs to be created for attracting
and retaining professionals in these organisations. Ratification by a
parliamentary body may also be considered in this regard. Fourthly, public
procurement process in Pakistan, like any other country, needs a continuous
reform to identify the problems and to introduce changes. Multiple checks and
layers often are more dangerous than autonomy with accountability. In a study,
state-owned enterprises (SOEs) in Pakistan, I explained the multiplicity of
accountability layers that have been hampering performance of these
companies. The same applies to the mainstream public financial management.
For example, pre-auditing system of Accountant General of Pakistan Revenues
(AGPR) is nothing short of a rent-seeking kiosk. Fundamental reforms are
needed in the way fiscal allocations are decided, consumed, recorded and
audited. Fifthly, judicial reforms are needed to enhance trust of people on this
forum to impart expeditious and fair justice. Starting point for judicial reforms
can be improvement of commercial litigation. Sixthly, land record management
system is the most corrupt and inefficient part of the provincial and district
governments. Pakistan ranks 137 amongst 189 economies in Registering
Property Indicator by the Doing Business Report of the World Bank. Though,
this indicator explains processes, fee and interfaces to register property for a
manufacturing company in an urban area but it is indeed a reflection of rotten
property management system in the country. Inefficiency and malpractices in
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this area promote corruption, personal disputes and clogging in the court system.
Recent efforts of land record digitalization in Punjab and Khyber Pakhtunkhwa
need to be examined closely in terms of benefits, relevance and effectiveness.
Similarly there is a need to bring police out of the claws of ruling politicians and
local elites. Seventhly, participation of civil society can have a far reaching
impact on governance and accountability but we will have to elucidate 2 / 3
Articles and Letters distinction between development contractors of
international organisations and real stakeholders in civic life. I will now point
to two remaining important issues which have greater relevance to this
discussion. First, we need to empower and devolve authority and resources to
local governments which can serve the purpose of engaging people at large in
governance process on one hand and reducing reliance on central political and
bureaucratic elite, giving those lesser chances of corruption at mega scale.
Decision-making at local level is not without flaws but iterative attempts of
devolution will improve the scenario. Lastly, we need to realise that doing
business has become much difficult and cumbersome in Pakistan. It's easier and
extremely profitable to invest in informal real estate market or taking money
abroad. Strict laws of foreign exchange control cannot stop the capital flight to
Panama or other tax heavens. We will have to provide amicable business
environment to domestic and international businessmen to invest in country's
productive sectors. On a slightly different note; an oft-neglected - or least
understood - fact in Pakistan is that businessmen are nowadays most influential
and effective ambassadors of their countries. Business-to-business relations
force politicians - on either side - to change foreign policy stances in favour of
each other's country. If we let our young and creative entrepreneurs flourish,
they can be really helpful in boosting Pakistan's diplomatic relations in the
globalized world. So, there is a need to develop a collective and continuous
response to such grave challenges. Otherwise we will continue to witness same
(or even worse) government one after another. Political, economic and social
decay is accelerating with every passing day which must be arrested with
domestic agenda for governance and accountability reforms. State's capacity to
invest domestic resources for research and dialogue around these ideas can
produce phenomenal benefits. Massive amounts of domestic resources are
wasted in futile projects and perks but when it comes to a research study, the
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government departments approach international agencies for peanuts. This
practice needs to be reoriented with a special emphasis on domestic capacity and
resources for research and dialogue on governance and accountability reforms.
An independent board of leading thinkers - comprising economists, management
professionals, technology experts, sociologists and political scientists among
others - can be constituted to steer this process and to ensure quality and
relevance of the research output.
Published in Business Recorder, October 3rd, 2016.
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SECTION TWO

Startups and
Entrepreneurship

Tech start-ups can transform Pakistan’s
economy
By Shahjahan Chaudhary / Naveed Iftikhar
Published: May 20, 2019

ISLAMABAD: Careem is the first Pakistani unicorn. Oh wait. No. Mudassir
Sheikha is Pakistani but the co-founder is not. And the company started
operations in Dubai.
Uber bought it for over $3.1 billion, but where will the money go? How will it
affect the next cycle of Pakistani entrepreneurs?
Let’s look at another example: Elastica. The founder, Rehan Jalil, is Pakistani
who sold it for $280 million to Blue Coat (later Symantec).
KeepTruckin’s founder and CEO Shoaib Makani, if you haven’t guessed it
already, is Pakistani. KeepTruckin recently raised $149 million at a $1.4 billion
valuation. Raghib Hussain sold Cavium to Marvell for $6 billion. Khalid Raza
sold Viptela to Cisco for $610 million. And so on.
There are a lot more Pakistanis inside the country than outside and yet Pakistanis
who choose to stay inside the country don’t achieve global success while the
few who are outside do. Why?
We keep hearing stories of how Pakistani founders are not good enough,
investors are not mature enough, incubators don’t do their job well enough, the
ecosystem is not supportive, talent is missing and that, if we fix all this we will
get there.
Evidence suggests Pakistani founders can build great companies and capital is
abundant. But Pakistani founders are creating value that is being captured by
other countries. And that’s where the problem is. The question we should be
asking is: what do we need to do to encourage Pakistani founders to build
companies here? What are the missing pieces that force every generation of
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successful Pakistani entrepreneurs to go outside? More importantly, what holds
back the entrepreneurs who don’t follow the “build here, sell there” model?
The greatest hurdle to wealth creation is public policy. Unless we fix the issues
around the rule of law, taxation, corporate governance, capital flows and risk
mitigation, we can’t and we won’t capture value here. If we don’t do that, the
next cycle of entrepreneurs will not get the support they need to succeed, and
we will be stuck in this never-ending search for the True Pakistani Unicorn.
As a country, we have to make a decision – do we want to live in the 19thcentury colonial era or do we want to move into the 21st century knowledge
age? Do we want to look inwards or do we want to be globally competitive? Do
we want to live in perpetual fear of the unknown or embrace the challenges of a
globalised market?
Taxation
The standard narrative in Pakistan is too few filers, too many tax thieves and not
enough fiscal space for the government to make life better for such a huge
population. But have we looked at how the current taxation system affects
enterprises and economic growth?
Withholding tax is a transaction tax disguised as an income tax. This 8% to 17%
tax on transactions is a massive obstacle to business-to-business trade. It would
be better to have 40% income tax as a business will only pay this if it makes
money.
The current tax regime doesn’t tax you on income; it punishes you for engaging
in economic activity.
Similarly, a 13% to 16% tax on services is another barrier to transactions. Since
businesses have to pay sales tax once the invoice is issued and the payment has
not been received, it also affects liquidity of small businesses.
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This transaction repressive tax regime leads to another unfortunate outcome –
instead of partnering and outsourcing, businesses are forced to in-source
everything – which makes them less competitive globally because they fail to
build the required level of in-house expertise to compete in international
markets.
There is a need to reduce sales tax on services and the withholding tax should
be gradually phased out. We should focus on collecting more taxes from
increased economic activity instead of negatively impacting local trade via
taxation.
Capital movement
Similarly, due to cumbersome foreign exchange control regulations, businesses
can’t take money out of Pakistan comfortably within the current framework. We
want to grow our exports and compete with the world, but we don’t allow our
businesses to expand their foreign presence.
So the only way forward for globally-oriented businesses is to register a separate
entity outside Pakistan and manage global growth with that entity. That also
means that they keep most of their growth capital and profits outside Pakistan
and only bring in what is needed to run operations.
Investors having capital are also scared of crossing into Pakistani borders. Not
only do we lack investor protection from a legal perspective, we also don’t allow
capital to move out freely. Unless we fix our approach to the movement of
capital, Pakistan cannot become the innovation factory of the world.
Allow businesses to keep their export earnings in dollars and spend them as they
like, allow investors to bring capital in and out easily and let Pakistan’s economy
flourish as part of the global marketplace. We should focus on being globally
competitive instead of building walls to save ourselves from world markets.
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It’s not working and it won’t work. We need a pro-trade and pro-enterprise
approach if we want to prosper. Our focus has to be on achieving a consistent
trade surplus to ensure we can sustain any shocks.
Corporate governance
Is there a legal concept of sweat equity? Can businesses give employee share
options? Do we have provisions for vesting? Can shares be transferred easily?
Can companies be closed if a venture fails? Do we have the appropriate legal
framework for venture funds? Why are public markets not growing and why do
we fail to capture value in our country?
Unless we address the above issues, there is no possibility of building unicorns
in Pakistan. Unless our regulators take a pro-enterprise approach and shift from
a “system of control” to an “ecosystem of enablement”, our entrepreneurs cannot
compete with the world and create prosperity in Pakistan.
Contract enforcement
Contrary to popular opinion, the entrepreneurs and investors don’t like risk. So
they look for opportunities and markets with the least amount of risk involved
and legal protection is directly proportional to risk mitigation.
Since Pakistani justice system has a history of taking quite a long time to come
to decisions, investors and entrepreneurs don’t feel confident contracts can be
enforced. This leads to an environment of distrust and creates further friction in
the market.
What should we do? We should set up parallel, trustworthy and swift contract
courts that follow practices and timelines comparable to successful markets.
Trust is the key ingredient for unlocking capital and it has very little to do with
culture. It has everything to do with contract enforcement by the state. We
should stop ignoring this major roadblock in our economic prosperity.

72

Pakistani founders will continue to build companies and change the world.
While these companies will reach multibillion-dollar valuations, they will be
registered in Singapore, Dubai, Amsterdam and Delaware. Unless we remove
obstacles and incentivise founders to set up shops here, their success will not
translate into Pakistan’s success.
Tech start-ups can transform Pakistan’s economy – but only if we let them.
With half of our population living in poverty without sufficient nutrition or
proper shelter, we must master the art of wealth creation. A prosperous country
can take care of its citizens and a poor country will keep looking to others for
support.
Published in The Express Tribune, May 20th, 2019.
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Govt should develop special technology
zones
By Naveed Iftikhar / Shahjahan Chaudhary
Published: February 4, 2019

ISLAMABAD: What’s common between Raghib Hussain, Rehan Jalil and
Khalid Raza?
A quick Google search shows they are all successful Silicon Valley founders
with huge achievements. Rehan Jalil sold Elastica to Blue Coat for $280 million,
Khalid Raza sold Viptela to Cisco for $610 million and Raghib Hussain sold
Cavium to Marvell for a whopping $6 billion.
What you might miss is that all the three went to the same university in Karachi
– NED University of Engineering and Technology. While NED’s contribution
is undeniable, what would have happened had they stayed back in Pakistan?
What happens to the Raghibs and Rehans of NED who fail to move to
California?
Their story should not make us proud. It should make us worry about the talent
we are wasting. Famous urban scholar, Professor Richard Florida, during a video
lecture in Pakistan, a couple of years ago, remarked about this phenomenon,
saying: “Every single day, entrepreneurs come to America from Pakistan,
building great technology companies, service companies, call centres, etc. I
think the talent base is there and we need to focus much on the entrepreneurship
spirit.”
Unless we focus our effort and energy on unlocking the creative potential of
engineers and entrepreneurs, Pakistan cannot compete with the world or create
enough wealth to lift up the bottom 100 million from their current state. The
recently announced open visa policy is a great step in the right direction. We
need to engage the world. The second most important thing is to build a globallyoriented entrepreneurship culture.
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Economic policy and development dialogue in Pakistan is now focused on
developing new Special Economic Zones (SEZs). SEZs are being considered a
recipe for dealing with all economic and trade weaknesses in Pakistan. There is
little dialogue on how most of the existing industrial estates and zones in
Pakistan and SEZs around the world have faced failures.
Moreover, most of the discussion is still revolving around the manufacturing
potential. Instead, this article shares ideas about developing the Special
Technology Zones (STZs) in the country with a well-thought-out design.
There is a need to build an innovation economy by creating clusters of techdriven, globally employable talent pools. By implementing this vision, a total of
one million digital export jobs can be created by 10 STZs in the next five years.
Average export per job is $20,000 per year, creating total direct export value of
$20 billion and kick-starting the innovation economy.
History and economics literature have suggested that innovation requires
agglomeration and collaboration. Physical proximity is a key ingredient of
successful innovation economies. Economics often refers to it as the “thick
market” of entrepreneurs, service providers and customers.
This should not be a surprise that employment in finance, business and related
technical/administrative services as a percentage of total employment in a city
is at the highest level in San Francisco that hosts the Silicon Valley.
STZs in urban hubs
The plan should be to develop 10 STZs. Each STZ should be allocated 100 acres
of public land in each of the top 10 urban hubs (Karachi, Lahore, Islamabad,
Faisalabad, Multan, Peshawar, Quetta, Gwadar, Gujranwala and Hyderabad).
Knowledge workers and the creative class prefers spaces that are closer to home
(commute under 20 minutes) and are also integrated with a vibrant urban culture.
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Setting up STZs in the middle of the city with easy access is critical to their
success. Larger cities like Karachi and Lahore may require two or three STZs
that cater to different regions in the city.
Many existing industrial estates and zones in Pakistan have failed due to weak
governance including bureaucratic mismanagement and property speculation. A
unique governance structure, thus, will be essential for the success of STZs.
Each STZ should be an independent non-profit entity with the mandate to build
10 million square feet space and create 100,000+ export jobs in creative,
technology and knowledge industries in its 100-acre jurisdiction. The physical
proximity of 100,000 minds, the agglomeration of insights and the celebration
of globally employable talent will lead to a culture of learning, excellence and
innovation.
These STZs may accelerate the knowledge economy and make Pakistan globally
competitive by producing its own versions of Alibaba, Baidu, WhatsApp,
Salesforce and Google.
STZs should create a master plan, architectural layouts and design standards for
the 100-acre campus. They should partner with global tech leaders, local
software companies, co-working spaces, start-up incubators and universities to
build or rent 10 million square feet of space.
STZs should charge a fee of 20 cents per square foot for grey structures and 10
cents per square foot for self-constructed buildings. Grey structures should be
provided for companies with less than 50 employees and co-working spaces will
be offered at $30 per seat including electricity to cater to independent knowledge
professionals and start-ups.
One person requires 100 square feet of space (work and open space). The cost
at the rate of $30 per square feet is $3,000 per person. This money is to be spent
in Pakistani rupees whereas export revenue per person per year is $20,000,
which is in foreign currency.
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By focusing on training globally employable talent, agglomerating them in a
large innovation cluster and connecting them with the world technology market,
we can not only address the balance of payments challenges, but will also
position Pakistan for the next decade of growth and progress.
Recently, President Dr Arif Alvi contributed a piece in this paper titled
“Pakistan’s place in AI and computing” through which he emphasised the need
for embracing the 4th Industrial Revolution. We think establishment of the
proposed STZs can help achieve the goals laid out by the president of Pakistan.
Published in The Express Tribune, February 4th, 2019.
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New hopes of entrepreneurship arise in
Balochistan
By Naveed Iftikhar
Published: January 14, 2019

ISLAMABAD: As peace is returning to Balochistan, a new wave of
entrepreneurship is emerging. The wave is certainly nascent but it does give
hope about the future of the deprived region.
A recent visit to the Quetta Chamber of Commerce and Industry (QCCI) and the
recently established National Incubation Centre (NIC) Quetta was eye opening
because of the kind of entrepreneurial ventures being pursued in Balochistan.
NIC Quetta, sponsored by the Ministry of Information Technology’s Ignite, has
recently started operations in the Balochistan University of Information
Technology, Engineering and Management.
Inside the NIC, the ambiance, thrill and interior design give an impression of
the headquarters of Amazon or Facebook. Such an incubation and co-working
space, along with mentoring and networking support, will leave a mark on the
entrepreneurial landscape in Balochistan.
It is not only the space that boosts hope for the future, it is indeed the passion
and commitment of entrepreneurs coming from many regions and professions
in Balochistan, which is remarkable.
Muhammad Shah Khan, Director of NIC Quetta, revealed that 347 start-ups
applied for the first cohort at the centre and 35 were selected after a rigorous
scrutiny. Out of the 35, it is encouraging to note, 10 have a woman co-founder.
Start-ups are working on a range of ideas in the areas of artificial intelligence,
big data, Internet of Things, education, health and civic technologies.
Dr Abdul Qayoom, a physician with 35 years of practice, has now floated his
idea of developing a unique thermostat, which has a large application in
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laboratories and poultry incubation. The same equipment is now imported into
Pakistan at a high cost and has health hazards as well.
Working with his daughter Ruquia, who has done BSIT and MBA, Qayoom is
confident that NIC Quetta will help him to finally transform his work into a
commercial activity.
Muhammad Awais, a student of final year in computer sciences, is now working
on the online delivery of household items and the use of big data to analyse
consumption trends.
Azizur Rehman, founder of start-up Shalkot Feed, has come up with a unique
recipe for cattle feed in the water-starved region of Balochistan. Ammer Hamza
and Syed Faiz, founders of Fattugrapher, are all set to capture the newly
developed market of photography and online digital content.
Gul Rehman thinks that he will soon be able to introduce his technologies for
the smart monitoring of patients in hospitals of Pakistan. Some other start-ups
are working on renewable energy, navigation apps within buildings, airports and
shopping malls, and analysis of the data generated on social media.
These ideas create hope that the entrepreneurs of Balochistan are all set to
address the social and economic problems faced by the region.
Gwadar Port
Businessmen in the QCCI, during a meeting then, took pride that they had
actually informed President Ziaul Haque about the potential of developing
Gwadar Port when the then president visited the chamber in 1985. Most of the
businesses associated with the QCCI are operating as small and medium
enterprises but they think the China-Pakistan Economic Corridor (CPEC) can
provide them with an opportunity to scale up in the areas of minerals,
horticulture and dry fruits.
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However, they raise voice against the lack of consultation on the part of different
government institutions for CPEC projects and harassment by various tax
agencies. They are also of the opinion that Pakistan Army has indeed been more
supportive to the business community than the civilian authorities.
Businessmen think that they can contribute to exports to Afghanistan, Iran,
Central Asia and China if the government focuses on skill development,
business facilitation and access to credit. They also voice concern over the
current policy framework for the Special Economic Zones (SEZs) in Quetta and
Gwadar as domestic businessmen have not been taken on board on many
development plans.
Businessmen and entrepreneurs are looking forward to opportunities being
promised under CPEC. However, some of them think that progress on the
western route that can connect Gwadar to Quetta and Zhob is relatively slower
than the eastern route passing through Sindh and Punjab.
There is no doubt a region that needs most attention for roads and connectivity
is Balochistan. Apart from the inequalities created by state institutions in the
history of this country, Balochistan’s low population density has also been
making it difficult to deliver services across the province.
Dr Kaiser Bengali’s recent memoir, titled “A Cry for Justice: Empirical Insights
from Balochistan”, presents some of the concerns about the deprivation of
Balochistan, which needs attention of the federal government and provincial
government. However, it is equally important to design innovative solutions to
address service delivery challenges in the sparsely populated region.
Informal and vocational education, basic health care and improvement in the
agriculture sector should be the priority. Many of these interventions have
traditionally been designed through the state machinery and charity
organisations.
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It is time to engage Balochistan’s entrepreneurs to provide such services through
a sustainable business model. Both the QCCI and NIC Quetta provide an
excellent opportunity to create such synergies.

Published in The Express Tribune, January 14th, 2019.
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Peshawar’s thriving and vibrant
entrepreneurial ecosystem
By Naveed Iftikhar
Published: August 13, 2018

ISLAMABAD: Muhammad Mohsin Rafiq used to visit his father at work – a
technician in a public-sector hospital in Peshawar – and would pay close
attention to hospital devices. Rafiq later went on to study electronic engineering
to fulfill his father’s dream.
Once his father brought a machine at home and asked him to see if he could fix
it, Mohsin carefully observed its functions and responded, “I can develop this
machine myself.”
This was the beginning of Rafiq’s start-up – Aprus Technologies – for electromedical devices. Since then, he has been designing and manufacturing
arthroscopic surgery instruments of gold standard. These devices will soon be
available in the market at half the current import prices.
I met many such thriving and ambitious entrepreneurs at the recently established
National Incubation Centre (NIC) in Peshawar, one of five such NICs supported
by the Ministry of Information Technology’s Ignite.
Peshawari chappals (sandals) do not need any introduction or testaments on their
popularity. Peshawar, Charsaddah, Mardan and Kohat host thousands of
craftsmen selling hand-made chappals.
Jehangir Ahmad, having an MBA degree, planned to exploit the e-commerce
market for selling the chappals. His start-up named Bera is now housed in the
NIC Peshawar.
Jehangir Khan, one of the co-founders, said: “Since his experience at the NIC,
his sales have grown 450% as he has learnt both marketing and business
planning here.”
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He thinks there is now a great demand internationally, especially in the countries
having large Pakistani diaspora. However, the lack of access to PayPal and other
payment gateway services and difficulties in managing foreign exchange
accounts in Pakistan are the hurdles in his way to expand business at the
international level.
Rabia Naseer and Motiba Noor, both sisters, have set a great example for young
and aspiring women by establishing a start-up in Peshawar namely Kaltoor.
Kaltoor is a Pashto word for culture and tradition.
It is an initiative to provide fully customised women shoes through an online
platform. Women can go to the website to design their own shoes. They started
the business with savings of Rs50,000 and now with mentorship and guidance
from the NIC they have expanded the business across the country and have won
several national and international awards.
“When we started the business, craftsmen in small cities and towns did not take
us serious as women generally do not do business in the province,” said Naseer,
who is also pursuing her PhD in entrepreneurship.
Their shoes provide customization for odd sizes, colours, designs, special
occasions and art among others. The business is being managed through ecommerce.Responding to a question about who is the designer, they responded:
“She is our friend based in Islamabad.” So, an all-female-led startup.
The founder of eleven.pk said he studied in the UK but came back to Peshawar
for doing business because he loved being in the city.
In a short period of time, his sales have increased from Rs1 million to over Rs2
million a month. The items on this platform are bags, electronics goods and
wallets.
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It imports products from China and also manufactures some of those in Pakistan.
It has been trying to engage local businesses in Sialkot and other cities but
business ethics in Pakistan are not favourable for the start-up.
“A country businessman committed to providing samples of a few products
before last Ramazan but he has not yet delivered those despite the lapse of
delivery date of more than three months,” he said.
Business ethics
Chinese suppliers keep up their promises and have the capacity to deliver
products on short notice. When Pakistan is undergoing trade integration with
China through the China-Pakistan Economic Corridor (CPEC), it is important
that Pakistani businesses learn such business ethics and efficiency to compete
with Chinese companies.
Murtaza Zaidi, Director at the NIC Peshawar, said Peshawar was suffering brain
drain due to security and other urban challenges. In this context, the performance
of 12 start-ups housed in the NIC Peshawar is certainly a great achievement.
“Since the start-ups have been incubated at our centre, they have grown both in
terms of revenue and job creation,” said NIC Communications Manager Bilal
Farooq Khan. The NIC management was hopeful that their close engagement
with local universities and industries would further pave the way for improving
the city’s entrepreneurial ecosystem and opportunities for the youth.
The NIC office’s architecture and interior designing of co-spacing facilities are
appealing in many ways.
Ahmad Faraz, the famous Urdu poet born in Kohat, is considered an inspiration
at the NIC with a vivid display of his lines – “Shikwa-e-zulmat-e-shab se to
kahin behtar tha, apne hisse ki koi shama jalate jaate”. These lines urge that
instead of complaining about the circumstances, do your little effort!
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Futuristic vision
While leaving the NIC, a portrait of a local digital artist Abdal caught my
attention. The portrait presents the future of Peshawar as a digital city. Air
deliveries, smart cars and other digital facilities are quite obvious in the portrait.
Had I not interacted with the young entrepreneurs, I would have doubted such a
futuristic vision of the city. But my interaction with aspiring and young
Peshawar’s entrepreneurs gave me a hope about the bright future of the city
being shaped by initiatives like the NIC.
Pakistan Tehreek-e-Insaf (PTI) needs to understand that the road to ‘Naya
Pakistan’ passes through entrepreneurship and innovation.
The new Khyber-Pakhtunkhwa government should support such initiatives in
Peshawar and it would be advisable to replicate the NIC model in other cities
and universities in the province.
Many of the political promises presented by the PTI, including jobs, housing,
education and health, indeed can be delivered by engaging such start-ups and
young entrepreneurs.

Published in The Express Tribune, August 13th, 2018.
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Study lists top reasons for success of
start-ups
By Naveed Iftikhar / Maryam Mohiuddin Ahmed
Published: July 9, 2018

ISLAMABAD: Pakistan is witnessing a rising tide of start-ups in almost every
large city. Their success rate, both globally and locally, is remarkably low as it
ranges between 10% and 20%.
It is true that even a failure adds to the experience of an entrepreneur and to the
society’s collective knowledge. However, every entrepreneur and policymaker
wants to know what makes a start-up successful?
There may not be a definite or universal answer, but a recent study
commissioned by the Social Innovation Lab titled “Beyond the Buzz: A Deep
Dive into Pakistan’s Start-up Ecosystem” does provide important insights.
The study is based on surveys, interviews and focus group discussions with
entrepreneurs, investors, incubators/accelerators and industry experts. The myth
about the reason behind success of a start-up is access to finance, but the data
analysed by the lab shows that access to finance is last amongst the six top
reasons for the success of a start-up as reported by entrepreneurs, investors and
incubators/accelerators in Pakistan’s 16 tier-one and two cities.
There are slight variations as the reasons of success are perceived by three types
of respondents. However, the results still provide useful guidance for the startups struggling to make the next headline about their innovation and impact.
Before moving forward, it may be pertinent to mention that success is certainly
a relative term for a start-up. The study uses indicators such as sustainability,
longevity and a persistent track record of growth to measure success.
It finds that the key reason for the success is team strength. Even in today’s
world of technology, human wisdom and ingenuity are core factors for ensuring
86

the success of a start-up, therefore, the founders need to pay close attention while
building a team.
We understand that the diversity of disciplines, trust, professionalism and
competence of the team ought to be given priority. We recommend looking for
a growth mindset in individuals when recruiting for the core team.
The second reason is reported as execution. Start-ups generally make ambitious
plans, but many fail to execute those plans. Hence, consistency between plans
and implementation process is what plays a major role in making a fortune out
of a start-up. The ability to set realistic goals and then measuring and monitoring
one’s performance against them plays a key role in the execution process.
The third reason is innovation. Of course, innovation is the key to progress.
Start-ups need to spend a considerable amount of time on thinking and planning
to introduce a new product/service or a better way to deliver the existing
products and services.
The fourth reason is described as good branding and marketing, which
essentially measures how well a start-up captures its target market and carves a
space for itself in the sector.
This is closely tied to the concept of product-market fit, since a product or
service that is designed to cater to the needs of the market is much more
successful at gaining the requisite traction for financial sustainability.
The fifth factor for success is considered as high demand for product/service.
As discussed above, the product-market fit principle applies here as well.
We would go further to say that it is not only essential for start-ups to assess the
existing demand, but it is equally important to foresee upcoming needs and find
opportunities for disruption therein.
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Sometimes it becomes difficult to disrupt an existing product/service market. In
this scenario, the survival really depends on the efforts of a start-up to induce
demand for a new and upcoming product or service. We consider
entrepreneurship as a discovery process. Thus, entrepreneurs should
continuously test their ideas and work in the market. They need to build social
capital of diverse professionals and mentors in order to gain valuable knowledge
from personal interactions.
It is also important for the start-ups to remain motivated and persistent in their
endeavours. One thing is for sure: success generally comes after persistent
efforts – so give yourself some time!
The recent tax relief initiatives by the federal government have also provided
impetus to the growth of start-ups. It is now time for the start-ups to set their
own house in order. The study provides insights into a range of issues of the
start-up ecosystem, however, for this piece we decided to focus on some of the
key ingredients for the start-up success.
Some other important findings relate to what investors are looking for in the
start-ups, how well incubators and accelerators are doing when it comes to
catering to the Pakistani start-up space and the need for gender diversity in the
entrepreneurial ecosystem.
Published in The Express Tribune, July 9th, 2018.
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With rise in entrepreneurship, Lahore
becomes talent magnet for Pakistan
By Naveed Iftikhar
Published: June 4th, 2018

PHILADELPHIA: Not so long ago, societies would generally look towards their
respective governments to solve pressing economic, social and scientific
problems.
Today, young and aspiring entrepreneurs are ambitiously pursuing their visions
to make this world a better place to live. I saw this in action not in the Silicon
Valley, but at the National Incubation Centre (NIC) in the Lahore University of
Management Sciences (LUMS), one of the four NICs established across
Pakistan.
I have been emphasising through this newspaper the need for interdisciplinary
interaction and connecting scientific research to start-ups. Finally, I witnessed
the beam of hope while visiting NIC Lahore.
I have been to a few incubation centres in Pakistan and mostly found young
graduates working on mobile apps and other low-value commercial activities
with rare focus on developing a product or hardware that can be commercialised
and scaled while adding immense value – a niche that we have been ignoring
for quite a while.
Moreover, I observed a lack of diversity in terms of disciplinary associations,
regional connections, gender and age. However, I found all this desired diversity
at NIC Lahore. There were entrepreneurs of different age, disciplines and
regions, some of them working jointly on many social and scientific issues such
as drinking water, smart wheelchairs, educational technologies and so on.
At this NIC, 20-plus start-ups are incubated for four months. In the current
cohort, out of 35 start-ups, eight have female founders and six founders have
PhD degrees. Part of such a diverse cohort of entrepreneurs can be attributed to
the team leading the NIC.
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Faisal Sherjan, Director Operations at NIC, said they not only wait for talent to
approach NIC, but also scout for talent by going to universities, scientists and
social activists who have potential to become thriving entrepreneurs.
Moreover, the academic and research environment of LUMS has also
contributed to the success of NIC in Lahore. Many faculty members and students
of LUMS now have an excellent incubation, accelerator and mentoring facility
at their doorsteps. This is how connection between research and commerce is
unfolding in Lahore.
“NIC Lahore believes that the connection between researchers,
commercialisation and industry is critically important. We must define specific
challenges we face as a nation and encourage entrepreneurs to develop solutions.
The big five are education, health, energy, water and food,” said Sherjan.
First, I met one of the co-founders of Aab-e-Hayat start-up that had already
raised funds from domestic and international sources.
The start-up team is led by a professor of the University of Engineering and
Technology. They are not only going to disrupt the drinking water industry to
give people affordable access to clean and safe drinking water, but they are also
working on innovative technologies to reduce water consumption in agricultural
farms.
Recently, some of their team members also won an international diamond
challenge competition at the University of Delaware, USA. I believe that their
work will certainly revolutionise the way we use and conserve water resources
of the planet.
Combating climate change
Sara Qureshi, co-founder of Aero Engine Craft, has done PhD in Aerospace
from the UK and now she is working on a start-up to address the global climate
change issue arising out of contrail of airplanes.
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As the aviation industry is expanding, the contrails of airplanes are expected to
contribute to global climate change significantly.
Aero Engine Craft is working on the development of a contrail-free aeroengine
that can reduce aviation-induced global warming through the prevention of
contrail formation during cruise flights. This engine can cause artificial rain
during aircraft flight through onboard water recovery from fuel emissions.
“We aim to mark the beginning of the first contrail-free aircraft flight; creating
a new vision for the aviation industry whereby it can not only reduce aviationinduced global warming by eliminating contrails, but can also adopt an approach
to treat the water containing emissions as a resource.”
I asked how would you make an impact on the international aviation industry
with a company based out of Pakistan?
“I am proud of being a Pakistani and I am the believer that science and
technology do not have borders,” she replied. A start-up founder working on a
smart wheelchair spoke about the affordability and features of his product. It
will be operated by both smartphone and voice. This is going to be the first smart
wheelchair, totally designed and manufactured in Pakistan. The founder said he
had been working on the idea for many years, but the support at NIC helped him
a lot to launch the product.
I met a few entrepreneurs who were working in the education sector as well.
One of the EdTech start-ups is led by a LUMS professor, Dr Farrah Arif, which
aims to disrupt the education and training industry.
As a pleasant surprise, I also found famous Urdu writer, essayists and folklorist
Musharraf Farooqi who was working on his idea of inspiring young kids to their
culture, past and language through innovation in storytelling. It was inspiring to
meet Pakistan’s freelancing icon Muzammil Arif, an intermediate dropout, who
made fortune through freelancing and is now working on his new start-up.
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Entrepreneurial ecosystem
I asked Faisal Sherjan what had contributed to the rise of Lahore? He replied,
“Lahore is the Silicon Valley of Pakistan. There is presence of good universities
and most of the good 25-30 software companies in Pakistan have emerged from
Lahore.”
But I personally believe that Lahore is the talent magnet of Pakistan. In the same
NIC, I met entrepreneurs from different regions of Punjab and other provinces
who had flocked to the city to reap benefits of a relatively favourable
entrepreneurial ecosystem.
Many entrepreneurs discussed the positive role of Punjab Information
Technology Board (PITB) at the government-led incubator Plan9 and PlanX
Accelerator, which acted as a catalyst for fostering and augmenting the
entrepreneurial and start-up ecosystem.
But the entrepreneurs also raised concern over the government countering its
own initiatives as they have to compete with the PITB in various public
procurement opportunities under the government of Punjab.
Apart from this, many other provincial and federal government tenders have
financial, legal and organisational requirements which prevent start-ups from
applying, let alone compete for such opportunities.
They referred to the Start-up India initiative under which the government had to
do 20% of buying from the start-ups.
Pakistan’s government needs to do away with the impediments that restrict the
growth of start-ups in the country. If we want to steer this country out of poverty,
innovation is the key. It is not only essential to give a boost to start-ups, but it is
also necessary to introduce creativity and innovation in governance and service
delivery.
Published in The Express Tribune, June 4th, 2018.
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Emerging Pakistan
By Naveed Iftikhar
Published: March 24, 2018

Through this newspaper, I often highlight gaps in policies, institutions, and the
state capacity that have been hindering economic growth and prosperity in the
country. However, it is equally important to appreciate grassroots level
developments being led by some young entrepreneurs, aspiring change agents,
and a few public-sector officials. I will share some of the developments that are
poised to shape emerging Pakistan.
During the last couple of months, I met many young entrepreneurs (and change
agents who are supporting them) in Lahore, Karachi, and Islamabad. Some of
them are working on cutting-edge technologies such as augmented reality and
biomechanics, among others. Young entrepreneur Saad Idrees says proactive
support of the provincial government of Punjab and the presence of local
software houses in Lahore have helped young entrepreneurs to dream high and
to utilise knowledge spillovers. Entrepreneurs in Karachi believe peace and
stability is the key to encouraging youth to start business ventures. The recent
initiative of ministry of information technology’s IGNITE to establish National
Incubation Centres (NICs) in Islamabad, Lahore, Karachi, Peshawar, and Quetta
is providing learning, networking, mentoring, and financing opportunities to
young entrepreneurs to refine and commercialise their ideas.
At the NIC Islamabad, I met Shahida Saleem, a social entrepreneur who is
leading a collaboration of over 30 organisations to help many nascent social
enterprises in Pakistan. She is supporting social enterprises to develop viable
business models that can deliver products and services to the bottom of the
pyramid population. I have yet not visited Peshawar to meet entrepreneurs, but
I am hearing stories about some of the ventures exploiting the potential of
genetic engineering.
Science and technology has not gained traction in our educational system at all
levels. However, in the wake of recent efforts of some advocacy organisations
and social entrepreneurs, some progress is underway. At the National University
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of Science and Technology, I have met the team of Oxbridge, a startup
promoting innovative learning in science, technology, engineering, arts and
mathematics in primary and secondary schools in Pakistan. On the higher
education front, the University of Veterinary and Health Sciences has carried
out research on two most dangerous diseases of livestock: foot and mouth and
haemorrhagic septicemia. This research has helped to combine vaccines for both
diseases that has reduced the frequency and cost of vaccination.
Moreover, the Department of Livestock of the Government of Punjab has
supported the university to develop these vaccines at a large scale at the
university instead of importing them. This development is poised to contribute
towards health and productivity of livestock, generating multiple dividends for
the economy.
On the public-sector front, the commerce ministry is developing a Strategic
Trade Policy Framework 2018-2023 that aims to improve Pakistan’s trade
competitiveness. Many such policies generally remain redundant. However, we
can see that for the first time the ministry’s top leadership is carrying out
inclusive consultation with all stakeholders. The ministry has succeeded to gain
favourable treatment for Pakistan’s exports to China and Indonesia. The new
trade policy aims to enhance exports of technology and the services sector.
Moving forward
The state and society need to recognise the entrepreneurial momentum in
Pakistan and both need to come forward to help them innovate and
commercialise their ideas. “The key areas that our industry needs to focus on for
the next 5-10 years are Artificial Intelligence (AI), Cloud Computing, Big Data
Analytics, Internet of Things (IoT) and Cybersecurity. As mainstream areas
such as routine app and web development fade away, these new areas will
provide the platform to benefit from the Fourth Industrial Revolution (4IR) in
Pakistan”, said Shehryar Hydri, Secretary General of the Pakistan Software
Houses Association. Yusuf Hussain, CEO IGNITE, is supporting the innovation
drive and advocating policy reforms to encourage startup financing, tax breaks,
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IPR protection, improvements in insolvency regime and international payment
facilitation in order to exploit the potential of the fourth industrial revolution.
On the trade policy front, the real issue is the non-responsiveness of other
ministries/organisations such as the Federal Board of Revenue (FBR) in
implementing policy. The FBR and other provincial revenue authorities are
solely focused on revenue generation without due consideration to support
economic growth. I have earlier highlighted that there should be one central
policy to support the private sector instead of devising multiple policies, e.g.,
investment policy, industrial policy, textile policy among others. The trade
policy framework being designed now should be declared a cornerstone of
private sector development efforts in the country and other policies, including
fiscal and monetary policies, should be aligned with it.
The education of science, technology, and mathematics needs to be improved at
all levels. Our business community has actively been advocating economic and
policy reforms in the country. It is high time they also developed a National
Science Agenda for aligning public sector investment on science and technology
and the needs of business community and society at large.
Lastly, there is a need to transform the bureaucracy to understand the new
dynamics both globally and locally. The bureaucracy needs to realise the
importance of supporting startups, social innovation, and science and
technology initiatives. Nothing has happened on this front! Recruitment,
training, postings, and career progression systems need to be aligned with
overall goal of improvement in the competitiveness of the country. No country
in the world has developed without bureaucratic improvements! Institutional
reform is the buzzword now, but these reforms cannot sustain without the
transformation of bureaucracy.

Published in The Express Tribune, March 24th, 2018.
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Cutlery industry needs spice, and the govt
should give it
By Naveed Iftikhar

Published: January 15, 2018
ISLAMABAD: There is no doubt Pakistan is facing challenges in export growth
due to a variety of reasons.

However, the dialogue focuses narrowly on macroeconomic policies. There is a
need to unearth microeconomic foundations of this slow growth in exports in
various sectors.
This piece focuses on the cutlery sector that has a small contribution in exports
but owing to its potential for job creation in a small city of Wazirabad, it is
important to bring a fresh perspective.
The cutlery industry is established side by side with the surgical industry and
stainless-steel utensils in Wazirabad and Sialkot using the same kind of raw
material. This industry manufactures spoons, forks, knives, swords, kitchen
gadgets and utensils and other stainless-steel articles. These are largely
exported, while meeting domestic needs of the country as well. This industry
has an installed annual production capacity of around 10-12 million pieces but
it is operating at around 5-6 million with about 15,000 workers of the local area.
The cutlery industry’s contribution to Pakistan’s GDP is quoted as 0.11% and it
has a share of 0.25% and 6.5% in total exports and engineering exports,
respectively. The industry predominantly occupies the domestic market.
Exports from Pakistan under HS code 82 were around $60 million in 2000 and
it is astonishing that this sector exported only around $94 million in 2016.
Global exports under the HS code 82 were $25.8 billion in 2000 and reached
$56.7 billion in 2016. By including a few other related items, exports were even
recorded at around $200 million during mid-2000s.
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However, Pakistan could not keep pace with the growth in global exports. With
reference to cutlery products, Pakistan’s share in global exports is a mere 0.55%
despite a lot of potential, capacity and global demand.
Reasons for lacklustre performance
First, there are professional and operational deficiencies in the labour market.
Due to low-tech production methods, manufacturers do not want to hire
technically qualified and highly skilled workers. The professionally trained
workforce rarely stays in a small city like Wazirabad which significantly lacks
civic amenities.
Second, intergenerational entrepreneurs are still dominating. There are rare
examples of emergence of new entrepreneurs. Third, the size of most enterprises
has still not reached at the level of a medium enterprise. It is hard for such small
firms to compete with large economy scale firms in China.
Fourth, there is lack of trends in bringing new designs in the market and mostly,
a makeshift arrangement in product designing is dragging them away from
international customers.
Once I visited a knife show in New Jersey, and found that one custom knife was
at sale worth $2,000-3,000. Almost similar articles made in Pakistan are sold
starting from $5 to 100. Our manufacturers cannot design such knives due to a
lack of expertise in design and quality of raw materials.
There was a strong urge to develop a university-industry liaison to come forward
to help the industry in design and materials, but it could not happen. Fifth, the
government-support organizations like Small and Medium Enterprise
Development Authority, Engineering Development Board, and Technical
Educational and Vocational Training Authority are still stuck in the 1960s model
of private sector support. They are unable to realise that in today’s world
businesses need an enabling environment and support in research and
development.
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Futile training programmes and preparation of useless feasibility studies are no
longer going to add value. Most exporters have developed informal channels
abroad to sell their products as they do not have renowned brands. In my
personal interactions with cutlery entrepreneurs, they often complain about
harassment by both federal and provincial tax authorities, and non-cooperation
of commercial offices of the Ministry of Commerce established in different
countries of the world.
Ministry of Commerce established a Cutlery Institute of Pakistan through the
Export Development Fund which could not perform optimally due to weak
governance of associated public-sector organisations.
Moving forward, this centre needs to be revitalised with the institutional support
of the private sector, a engineering university, and a business school. The State
Bank of Pakistan needs to come forward to enhance access to credit for this
sector.
Moreover, the industry needs research from leading think tanks, engineering
universities, and business schools over how can the industry and city add new
products and services in its export basket. This strategic transformation to allied
industries – such as hand tools – can add vibrancy to the sector and Wazirabad.
The largest association of the cutlery sector, called the Pakistan Cutlery and
Stainless Utensils Manufactures and Exporters, has recently taken an important
initiative of developing an industrial estate with self-financing. The Punjab
government has been facilitating this move but there is a need that other federal
government departments also come forward to remove distortions in the
regulatory and taxation structures. Along with the modern physical
infrastructure, the industry needs an enabling business environment to thrive.
Published in The Express Tribune, January 15th, 2018.
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Science is booming in our neighbourhood!
By Naveed Iftikhar
Published: March 13, 2018

When Pakistanis are busy speculating about courtrooms, probability of
prolonged interim government, the fate of marriages and corruption scandals of
politicians and political allegiances of prime-time TV anchors, science keeps on
flourishing in our neighbourhood. One doesn’t need to go on either side of the
Atlantic; there is enough happening in China and India.
President Xi Jinping laid out the clear vision for the country on the eve of the
19th National Congress of the Communist Party of China and mentioned major
advances in science and technology, including the space lab, deep-sea
submarines, modern telescopes, dark matter probe and quantum satellites and
the airliner C919. “We will strengthen basic research in applied sciences, launch
major national science and technology projects and prioritise innovation in key
generic technologies, cutting-edge frontier technologies, modern engineering
technologies and disruptive technologies,” said President Xi.
We are also good in making tall claims such as turning Pakistan into a
knowledge economy but policymakers lack the capacity to devise and
implement the right framework to achieve the said goals. This is not the case
with China! Look at what the world is saying about Chinese science. An article
published in the IFLScience reported, “The statistics formed part of the US
National Science Foundation’s (NSF) biennial Scientific and Engineering
Indicators Report and, depending on how you look at it, shows that China is on
the verge of becoming — or already has become — the planet’s scientific
superpower.”
Let’s turn to India’s lunar exploration ambitions. India is all set to launch its
Chandrayaan-2 that will include an orbiter, lander and a rover. India is not
keeping itself behind in the global race for lunar exploration. After the lunar
mission, India has plans to explore other planets. India’s public-sector science
research centres have been performing well. Several issues, including cultural
factors, still plague Indian performance in science but considering its developing
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country status, research and development expenditures (as 1% of the GDP) are
still quite decent. Though the capable network of Indian Institute of Technology
has not left a mark on the research tradition despite their high standard
education, India has still outperformed Pakistan in advancement in science and
technology which is evident from Indian IT exports of $116 billion in FY-17.
Pakistan need not look far for strategising promotion of scientific research
tradition. Our neighbourhood offers great opportunity. There are four takeaway
for Pakistan:
Firstly, there should be science collaborations with China and India or at least
an exchange of scientific communities across the borders. Chinese scientists are
leading publications through collaborations with their US connections.
Alongside connectivity through roads under CPEC, Pakistan should also explore
China-Pakistan Science Exchange.
Second, there is a need to transform our universities. The Higher Education
Commission of Pakistan is in the process of declaring 30 universities research
universities, but we need to undertake bold decisions such as Mayor Bloomberg
took for New York to invite international universities to establish campuses of
cutting-edge education and research. Pakistan should also invite universities
from other parts of the world to collaborate with our universities to open joint
campuses in Pakistan for science and technology programmes.
Third, Pakistan needs to connect its young entrepreneurs to scientists, currently
both operating in silos. For growth and advancement in science, entrepreneurs
and scientists will have to work together. Entrepreneurs have aspirations and
scientists have high-value ideas. Combination of both can make wonders!
Recently, I had a brief conversation on this issue with Ehsan Malik, the CEO of
Pakistan Business Council, an advocacy forum of leading corporate and
business groups in Pakistan. He was of the view, “Scientists and researchers will
have to come out of their labs and offices to work closely with business
organisations to understand and to help them resolve some pressing scientific
and technological challenges.” However, I personally think that Pakistan’s
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business community has not been playing a significant role in sponsoring
research. Leading business groups should also come forward to sponsor research
projects in universities. This is essential if Pakistan wants to enter what Alec
Ross calls Industries of Future; “robotics, advanced life sciences, the codeification of money, cybersecurity, and bid data…”
Fourth, Pakistan needs to incentivise Pakistani scientists working abroad to
serve even part-time in the country. Their connections abroad and access to
modern laboratories will help scientists in Pakistan to get exposed to frontiers
of research in science and technology. But we will have to show respect for the
talent! This is what China has been doing for long. They have attracted Chinese
scientists who were trained abroad and then were approached by the Chinese
government to serve in China. Indian scientists serving in the US and UK have
also made strong connections with the research community in India. This is what
Pakistan also needs to do in the coming days.
Published in The Express Tribune, March 13th, 2018.
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Study list top reasons for success of
start-ups
By Naveed Iftikhar / Maryam Mohiuddin Ahmed
Published: July 9, 2018

ISLAMABAD: Pakistan is witnessing a rising tide of start-ups in almost every
large city. Their success rate, both globally and locally, is remarkably low as it
ranges between 10% and 20%.
It is true that even a failure adds to the experience of an entrepreneur and to the
society’s collective knowledge. However, every entrepreneur and policymaker
wants to know what makes a start-up successful?
There may not be a definite or universal answer, but a recent study
commissioned by the Social Innovation Lab titled “Beyond the Buzz: A Deep
Dive into Pakistan’s Start-up Ecosystem” does provide important insights.
The study is based on surveys, interviews and focus group discussions with
entrepreneurs, investors, incubators/accelerators and industry experts. The myth
about the reason behind success of a start-up is access to finance, but the data
analysed by the lab shows that access to finance is last amongst the six top
reasons for the success of a start-up as reported by entrepreneurs, investors and
incubators/accelerators in Pakistan’s 16 tier-one and two cities.
There are slight variations as the reasons of success are perceived by three types
of respondents. However, the results still provide useful guidance for the startups struggling to make the next headline about their innovation and impact.
Before moving forward, it may be pertinent to mention that success is certainly
a relative term for a start-up. The study uses indicators such as sustainability,
longevity and a persistent track record of growth to measure success.
It finds that the key reason for the success is team strength. Even in today’s
world of technology, human wisdom and ingenuity are core factors for ensuring
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the success of a start-up, therefore, the founders need to pay close attention while
building a team.
We understand that the diversity of disciplines, trust, professionalism and
competence of the team ought to be given priority. We recommend looking for
a growth mindset in individuals when recruiting for the core team.
The second reason is reported as execution. Start-ups generally make ambitious
plans, but many fail to execute those plans. Hence, consistency between plans
and implementation process is what plays a major role in making a fortune out
of a start-up. The ability to set realistic goals and then measuring and monitoring
one’s performance against them plays a key role in the execution process.
The third reason is innovation. Of course, innovation is the key to progress.
Start-ups need to spend a considerable amount of time on thinking and planning
to introduce a new product/service or a better way to deliver the existing
products and services.
The fourth reason is described as good branding and marketing, which
essentially measures how well a start-up captures its target market and carves a
space for itself in the sector.
This is closely tied to the concept of product-market fit, since a product or
service that is designed to cater to the needs of the market is much more
successful at gaining the requisite traction for financial sustainability.
The fifth factor for success is considered as high demand for product/service.
As discussed above, the product-market fit principle applies here as well.
We would go further to say that it is not only essential for start-ups to assess the
existing demand, but it is equally important to foresee upcoming needs and find
opportunities for disruption therein.
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Sometimes it becomes difficult to disrupt an existing product/service market. In
this scenario, the survival really depends on the efforts of a start-up to induce
demand for a new and upcoming product or service. We consider
entrepreneurship as a discovery process. Thus, entrepreneurs should
continuously test their ideas and work in the market. They need to build social
capital of diverse professionals and mentors in order to gain valuable knowledge
from personal interactions.
It is also important for the start-ups to remain motivated and persistent in their
endeavours. One thing is for sure: success generally comes after persistent
efforts – so give yourself some time!
The recent tax relief initiatives by the federal government have also provided
impetus to the growth of start-ups. It is now time for the start-ups to set their
own house in order. The study provides insights into a range of issues of the
start-up ecosystem, however, for this piece we decided to focus on some of the
key ingredients for the start-up success.
Some other important findings relate to what investors are looking for in the
start-ups, how well incubators and accelerators are doing when it comes to
catering to the Pakistani start-up space and the need for gender diversity in the
entrepreneurial ecosystem.

Published in The Express Tribune, July 9th, 2018.
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Looking to make the next Silicon Valley in
Pakistan
By Naveed Iftikhar / Komal Shakeel
Published: October 30, 2017

ISLAMABAD: Pakistan is witnessing a movement of business incubators and
startups. It is encouraging that youth is responding to such opportunities.
The analysis of this tide reveals that nascent efforts are yielding positive
benefits, but a lot is still needed to take our startups to the next level.
We share here an account of our recent visit to a business incubator in
Islamabad, being steered by the National Incubation Center (NIC) of the
Ministry of Information Technology.
NIC Islamabad
Meandering through the dusty, deserted but cemented, wide roads in H-9,
parking the car at the back of an old government building, we were halfexpecting another dingy ‘Sarkari Daftar’. There were tell-tale signs for a
surprise though.
Entering through full length glass doors, a brightly painted staircase that spiraled
right in the center of the building to the upper floor, creating an aura of openness.
Two minutes up the stairs, and we saw that resonating in the work culture of the
place too. On one side, a set of young men were playing snooker, right next to a
small cafe serving coffee and snacks. On the other side, on some comfy looking
leather couches, some other young men and women were peering into their
laptops.
The walls were brightly painted, the floors were shiny clean, and the lights were
just the right combination of day light and electricity. The place was buzzing
with a youthful vibrancy. We were in for more pleasant surprises that day.
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Supported by the Ministry of IT, under the public private partnership efforts, the
NIC has established centres in Islamabad, Karachi, Lahore and Peshawar. The
NIC Islamabad (managed by JAZZ and Teamup) has inducted 21 startups in its
first cohort and 26 startups in the second round.
“We coach and nurture the young talent and support them to succeed in
commercialisation of their ideas”, one of the officials of the Teamup, an
organisation managing the platform informed us.
Seed funding was provided by Ignite, a national technology fund while Jazz
accelerator is a premium program that helps sustain the incubation activity
through more funding and services. Teamup manages operations of the NIC,
Islamabad providing startups the opportunities to connect with seasoned
professionals, ambitious peers, and mentors.
Such synergies by different public and private sector organisations is an
achievement in itself in this country.
We had a brief interaction with the start-ups with ideas ranging from social
innovation (using technology to facilitate working moms) to re-defining
entertainment (augmented reality games promoting healthy activity).
We saw contagious confidence, enthusiasm but also struggle while interacting
with the young talent. Contrary to what international media is projecting about
Pakistan, young entrepreneurs were determined that they will create their own
Silicon Valley in Pakistan.
What’s next?
As a nation, we should admire initiatives like NIC and Plan9—both driven by
the public sector— to spawn the movement of startups in Pakistan. However,
the burning question is, “How to take these start-ups to the next level, where we
can have our own Steve Jobs, Mark ZuckerBerg and Jeff Bezos among others”.
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We think the following four steps may strengthen the entrepreneurial ecosystem
for such initiatives to move in the right direction
Research and development
First, it is important to invest more resources in research and scientific
advancement within the eco-system of commercial activity. Evidence from all
across the world indicates that high value entrepreneurship has flourished due
to state funding for research and development.
Pakistan at this point has minimal investments in this area. Where investment
does exist, it is usually not effectively designed and is inefficiently used.
Research departments of universities should be funded through more
competitive grants and scientists should be encouraged to collaborate for
commercialisation of their ideas. It is advisable that incubators and accelerators
provide sufficient opportunity to young entrepreneurs to interact with scientists
and scholars of liberal arts.
Such interdisciplinary interactions lead to innovation and knowledge spillovers.
Investment climate
An enabling institutional framework is key to take entrepreneurship
forward. There should be focus on ensuring reduction in the tax burden on
startups and young firms, better contract enforcement systems, easier business
registration, and smooth processes for permission to construct or transact
property.
A young entrepreneur confirmed, “Tax exemptions for 3 years by the federal
government has encouraged us to make more efforts.” He further suggested that
insolvency regime should be streamlined for the startups to encourage
experimentation and to embrace failures.
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Large businesses should come forward
Many startups are working on innovative ideas which can help the private sector
boost its competitiveness.
Khurram Lalani, one of the entrepreneurs informed that on his portal
(Consuldents), industrialists can post demand for innovative business solutions
and young talent will help them find those. An entrepreneur, who won a grant
from Stanford University through a business plan competition, informed how he
was involved in the digital inclusion for marginalised segments in the country.
This is the time that large-scale private sector firms come forward to exploit the
young talent and to give back to the nation. They need to engage with such
incubation centres that will create a win-win situation for both industrialists and
young entrepreneurs.
Spillovers from China
If we say it’s a time to ride the tide, then it is inevitable that we highlight the
opportunities CPEC presents.
A young entrepreneur informed us that his innovative initiatives are aimed at
enhancing access to finance for micro/cottage businesses.
“Some investment from Chinese investors in this sector can make a huge
impact,” he opined. Pakistan is making progress in implementing infrastructure
projects under CPEC but it’s time to focus on potential technological spillovers
from China.
It is encouraging that China has started taking many students from Pakistan in
several graduate programmes across many universities. Some exchange
programmes are also in the pipeline but moving forward we will have to make
arrangements with China to get an access to technologies such as robotics,
Fintech, machine learning, electric cars, and renewable energy.
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If we see closely the recent rise of innovation culture in China, it becomes clear
that there are rare technological spillovers from China to Pakistan. The
Economist recently reported, “Around $77bn of venture-capital (VC) poured
into Chinese firms from 2014-2016, up from $12bn between 2011 and
2013…China’s 89 unicorns (startups valued at $1bn or more) are worth over
$350bn”. How much are we integrated with China to get even a small pie of this
innovation revolution?
We think that Pakistan needs to make efforts to take its startups movement to
the next level to enhance competitiveness of the economy.

Published in The Express Tribune, October 30th, 2017.
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Pakistan’s start-ups - challenges and
policy interventions
By Naveed Iftikhar
Published: July 31, 2017

ISLAMABAD: Recently, a committed young entrepreneur based in Lahore
succeeded to secure clients from the US market at an early stage of his business
venture.
Soon after, one of his employees established direct connection with US-based
clients and left the parent organisation. The young entrepreneur’s hard work
evaporated as his former employee started giving services to the same US clients
at a much lower rate.
He is now disillusioned as there is no platform that can resolve his grievances.
If there are such forums, they are inefficient and ineffective.
In short, Pakistan’s weak contract enforcement system is hindering the progress
of young companies and start-ups in many ways and it is a continuous source of
stress and discouragement for aspiring entrepreneurs.
However, this is not the only problem that young entrepreneurs and start-ups in
Pakistan are encountering.
Other major obstacles include limited access to finance/capital, inadequate
public-sector funding for research and development, unavailability of competent
and trained workforce and issues relating to protection of intellectual property.
Moreover, in the absence of robust credit ratings and effective contract
enforcement, the businesses also face challenges in getting timely payments for
their services.
Some of the constraints faced by entrepreneurs are emanating from the weak
institutional environment and a nascent entrepreneurial culture. However, it is
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equally important to discuss the lack of soft training of entrepreneurs and
employees in educational institutions.
Engineering and computer science students, for example, may be good in
technical skills, but often lack managerial and life-skills. On the other hand,
management students often totally lack the technical skills.
Moreover, educational institutions rarely focus on strengthening soft skills of
the students, which hinders their entrepreneurial capabilities and professional
growth.
Despite these odds, the number of Pakistani start-ups has started picking up
recently. A few Pakistani start-ups have raised capital from both foreign and
domestic markets.
Lahore’s entrepreneurial ecosystem and Karachi’s professional talent and
business agglomeration are shaping the rise of start-up culture in Pakistan. It is
also appreciable that the federal government has allowed some tax exemptions
for the information technology start-ups for initial three years.
The Punjab Information Technology Board, Pakistan Software Houses
Association and a few incubators run by the private sector have been
encouraging and mentoring young talent to help them start entrepreneurial
ventures.
Some of the start-ups have left a mark at the international level. But the
country’s progress towards start-ups is far below the potential.
No need to be complacent
We get excited with every news of a Pakistani start-up winning any competition
at the international level, but if we compare our progress with the neighbouring
country, the gap is huge and vivid.
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Recently, news appeared about the selection of a few start-ups and IT companies
of India for long-term commercial engagement with Airbus, a leading aircraft
manufacturer. It shows the maturity and strength of entrepreneurial ecosystem
in India.
Pakistan will have to improve entrepreneurial ecosystem in many dimensions.
Firstly, commercial courts need to be carved out of the mainstream judicial
system to provide speedy justice in case of commercial disputes.
Secondly, there is a need to strengthen the alternative dispute resolution
mechanism with the collaboration of reputable international forums.
Thirdly, the funding and efficiency of research and development in universities
and private sector need to be enhanced.
Also, the market size for accelerators and venture funds is considerably small,
which should be augmented through an enabling regulatory framework and
incentive structure.
And, universities and accelerators/incubators would have to further equip the
entrepreneurs to deal with stress and failures as these are generally inevitable on
the road to the growth of start-ups and young firms.
Lastly, the host cities would have to ensure an environment that is conducive for
the exchange of ideas and growth of young firms.
Published in The Express Tribune, July 31st, 2017.
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PM should steer Start-up Pakistan
initiative
By Naveed Iftikhar / SWATI SHARMA
Published: September 11, 2017

ISLAMABAD: Start-ups and young firms contribute to the economic development
through employment, innovation and productivity.
Though majority of the start-ups fail, yet they are crucial for economic
competitiveness and prosperity in order to allocate resources to more productive
and efficient business activities.
While many economies strive to generate such business dynamism, fewer succeed.
So it is highly important to analyse and draw lessons from similar initiatives across
the world.
Start-up India
India is building an entrepreneurial ecosystem that can foster start-ups and
innovation. Last year, the Startup India Initiative was launched with full zeal.
The initiative has simplified the process of starting up. The rolling out of a mobile
app and portal, provision of legal support and fast-tracking of patent examination
at lower costs have facilitated potential entrepreneurs.
An amount of INR 10,000 crore has been allocated for the initiative. Start-ups have
been provided some tax exemptions for the initial three years.
The fiscal allocation has not only caused enthusiasm amongst the youth to compete
and innovate, it has also generated trust and investments from both domestic and
international investors.
In order to accelerate the exchange of ideas and knowledge, the initiative has
strengthened industry-academia partnership and incubation by building innovation
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centres at national institutes and holding an annual incubator grand challenge
among others.
Progress
The Indian technology start-ups landscape has seen a tremendous growth. More
than 800 start-ups are being set up annually and around 11,500 start-ups, which
will generate employment opportunities for over 250,000 people, are projected to
emerge by year 2020.
A Delhi-based tech entrepreneur said, “When the PM of the nation is directly
involved in the movement as the poster person, it clearly makes an impact and
builds trust across the movement. It is definitely helpful, especially in bringing
more investments for us.”
A recent research says the most perceived strength is the positive change the
initiative has brought in the Indian psyche.
“One of the positive things that the Startup India initiative has done is that our
parents now acknowledge and support what we are doing …” said a Mumbai-based
technology entrepreneur.
The strength of the start-up programme hence also significantly lies in the positive
psychological impact that it has created around the whole movement and
entrepreneurship. It is also changing the mindset of consumers, who are now more
willing to experiment with start-ups.
Challenges
Some entrepreneurs in India consider that the picture is not all rosy and there are
weaknesses to be addressed. They report unfairness and lack of meritocracy in the
system.
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It is highly necessary that the system is made transparent and processes are not
hampered by inefficiency of the bureaucracy. While the initiative is encouraging
more start-ups, there is lesser focus on policies supporting scaling up of young
businesses.
The progress of India in nurturing start-ups is appreciable. But it is far from any
comparison with China’s impact on the Silicon Valley.
Chinese tech sector has already left a mark on e-commerce and its recent focus on
semiconductor industry is poised to take them to new heights in the technology
sector. The question is; Will India be able to catch up?
In August, The Nature reported that scientists and researchers marched in
Bangalore “lamenting their country’s low levels of funding for research and
complaining about government promotion of ‘unscientific ideas’.”
They demanded an increase in research and development expenditure from 0.9%
of gross domestic product (GDP) to 3%. This describes the long journey that India
will have to pursue to become an innovative economy.
Lessons
The Indian subcontinent is similar when it comes to the psyche. In this scenario,
an initiative taken and backed by the prime minister will make a huge difference
in attracting and encouraging more people to be part of the movement and to ensure
an environment that is conducive for innovation and growth.
It can also be learned that the funding and incentives for innovation and growth
matter.
However, it is essential to understand that the start-ups movement cannot be
created in a vacuum. The ecosystem and behavioural transformation takes a long
time.
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The start-up drive has built on the existing momentum in the country. As per the
National Association of Software and Services Companies’ annual report for year
2014-15, over 3,100 tech/digital start-ups were present in India.
Edward Glaeser, in his book Triumph of the City, traced the evolution of
technology cluster from the educational focus in Bangalore at the start of the 20th
century.
Later, the electronics industry in Bangalore provided the right ambiance for
spillover towards creation of further innovation in the cluster.
The key takeaway is that governments should efficiently direct their attention and
funds to build a strong ecosystem for nurturing innovation and start-ups – better
soon than it is too late.
Why not Start-up Pakistan?
Pakistan has a great potential for IT start-ups. Though there are various provincial
and federal agencies supporting start-ups and IT companies, the number and impact
of Pakistan-based start-ups are far lower than those in India.
It is appreciable that the federal government of Pakistan, just like India, has
announced some tax exemptions for start-ups for the initial three years. However,
there is a need to design the “Startup Pakistan” initiative.
Research and development expenditures in the country are considerably low which
restrict entrepreneurs from launching high-value start-ups.
According to the World Bank data, public and private expenditures for research
and development are 0.3% of GDP in Pakistan while these stand at 0.9% in India
and over 2% in China.
In order to exploit the potential of Pakistani talent and to stimulate innovation in
the economy, the prime minister should steer the Startup Pakistan initiative.
Published in The Express Tribune, September 11th, 2017.
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Pakistani society averse to entrepreneurship
By Naveed Iftikhar
Published: April 18, 2016

DELAWARE: One of the elements central to the growth of an economy is its
orientation towards entrepreneurship.
Entrepreneurship delineates the ability of a nation to generate wealth, produce
goods and services, create jobs and transform ideas and knowledge into
commercial activities.
Pakistan is one of the lowest ranked countries in terms of entrepreneurial activity
– at least in the formal sector and knowledge-driven ventures. Understanding
the reason behind this trend gives an insight into the country’s socio-economic
outlook.
A very basic hurdle to entrepreneurship is the society’s aversion to it. Whitecollar jobs in multinational companies, public sector and lately international
development agencies have the highest value in the marriage market of Pakistan.
Take a look at the matrimonial advertisements and most commonly you will
find: “Rishta” (partner) wanted; only doctors, engineers and army/CSS (male)
officers to contact please. In case of girls, the demand will be for education,
height and complexion. You will never find such advertisements looking for a
businessman or businesswoman. Unsurprisingly, sons and daughters of
businessmen have a high demand presumably because their parents would have
already made fortunes by taking risks and putting efforts to sustain businesses,
which may be inherited by the next generation without any effort.
Secondly, our society is generally classified as a risk-free society; traditionally
the individuals are not encouraged to take risks and are asked to stick to saveemployment methods.
South Korea faced a similar aversion to entrepreneurship for a long time but its
younger generation has managed to break these barriers to enter into
entrepreneurial and creative ventures. No doubt, the role of Korean government
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is exemplary in terms of establishing national innovation systems and spending
on research and development institutes.
Start-ups
Adding to parochial trends in Pakistan are the unfavourable business
environment and misaligned education system. Pakistan is facing a challenge of
unemployed youth rapidly entering the labour market that poses several risks to
prosperity and stability.
Limited jobs in the public sector and slow growth of large-scale manufacturing
have added to this problem. Entrepreneurial activity in the form of value
addition in existing small business activities and new start-ups is the need of the
hour.
Success of a business start-up depends both on innovative capability of
entrepreneurs and policy environment. Unfortunately, Pakistan is not
performing well on both fronts and this is evident from the negligible presence
of Pakistani business community on a global scale compared with India.
Conducive regulatory and level playing environment is the key to
entrepreneurship and it should be evaluated and improved periodically. It would
be appropriate to share Delaware experience in this regard as reported by Boyer
and Ratledge in their book, “Growing Business in Delaware”.
Governor Jack Markell directed state agencies in 2012 to identify regulatory
constraints with the involvement of citizens and business community leading to
a reform process in 2013. In Pakistan, forming reform committees and making
reports is not uncommon but translating their recommendations into
implementation has always been a challenge.
The countries and cities which have concentration of high-value businesses, owe
it to the better education system, which trains and provides professional
networking opportunities to their youth to produce ideas and transform them

118

into commercial activity. Young professionals of Pakistan though have managed
to leave their mark in the global scene, but their number and impact is too low.
Way forward
The valuable efforts of the Punjab Information Technology Board need to be
applauded for promoting the culture of tech start-up incubators and amongst
universities, the Lahore University of Management Sciences, Institute of
Business Administration and National University of Science and Technology
are making a mark.
This blossoming tech culture needs to be further promoted to embrace the
national challenge regarding modernisation of the traditional manufacturing
base to enter into the fourth generation of industrial revolution. Thriving and
talented youth of Pakistan offers tremendous hope. What is required to engage
youth in entrepreneurial activities; realignment of education system, reshaping
policy ambiance, crafting entrepreneurial ecosystems and reorienting societal
values.
Moreover, legislature, judiciary, law enforcement agencies and investment
promotion boards need to work together to improve the contract enforcement
process which will enhance confidence of potential entrepreneurs.
Published in The Express Tribune, April 18th, 2016.
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State funding can drive high-value
entrepreneurship, innovation
By Naveed Iftikhar
Published: June 19, 2017

ISLAMABAD: Steve Jobs, former CEO of Apple Inc, became aware in the early
2000s that two academics of the University of Delaware, namely John Elias and
Wayne Waterman, had developed tablets with multi-touch screens.
Jobs bought their company called FingerWorks and also acquired services of
Elias and Waterman. The next task was to produce an iPhone having a
touchscreen by using the technology and patents of the newly acquired
company.
Initially, Job’s team opposed the idea, but he remained confident that the
touchscreens would give a lot of flexibility and space to the users of cellphone
and iPad. The multi-touch screen technology was developed by the University
of Delaware’s researchers through a federally funded research programme.
iPhone and other such high-value entrepreneurship and innovation in the US
have relied enormously on the research financed by different agencies of the
federal government.
The phenomenal contribution of entrepreneurship in the US is often attributed
to the market economy and entrepreneurial talent. However, the role of federally
funded research and development is grossly undervalued in the literature and
policy dialogue.
Jobs’s vision certainly made a difference in advancing Apple products, but many
of those advancements were built on the technologies produced by the funding
of federal research organisations to universities and research centres.
An entrepreneurial state
Mariana Mazzucato, Professor at the University of Sussex, has documented, in
her book “The Entrepreneurial State: Debunking the Public vs Private Sector
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Myths”, the contribution of US federal funding in the development of iPhone
and many other modern technologies.
Just to mention a few, GPS, the internet, super computers, avionics, driverless
cars, artificial intelligence, robotics, solar/wind technologies and many of the
biotechnology advancements are based on the defence research grants and other
federal funding programmes in the US. The system of federal funding for
research and development mainly started during the World War-II and was later
expanded to a wide range of civil and military technologies.
Some of the prominent federal organisations and departments include National
Science Foundation, Defence Advanced Research Projects Agency, Advanced
Research Projects Agency-Energy, National Institute of Health, Department of
Energy, Department of Commerce and Department of Education.
Most of the basic and risky research is funded by the government through grants
to the universities. Private sector mainly developed later part of the technology
and over time its contribution to basic research has considerably reduced.
Recognising the serendipitous nature of research outcomes, the federal funding
has been supporting long-term and riskier research projects. Many thriving startups have benefited from the knowledge spillover from these research projects.
This phenomenon of utilisation of knowledge by new agents for starting
businesses is eloquently explained by the Knowledge Spillover Theory of
Entrepreneurship, advanced by Indiana University’s David Audretsch.
The case of Pakistan
Why is this discussion relevant to Pakistan? One of the reasons is Pakistan’s
recent rise in start-up movement. Lately, entrepreneurial ventures are garnering
a lot of attention from the government and universities in Pakistan.
However, there is little realisation that a high number of start-ups will not
achieve the intended goals of value creation, economic growth and employment
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generation if most of them are not exploiting the new technologies produced by
research organisations.
Most of the start-ups cannot think beyond launching mobile apps. The
universities are jumping on the bandwagon of entrepreneurship without the
much-needed focus on the production of relevant research and technologies that
can solve the social and scientific problems faced by the society.
According to the World Bank’s data for 2013-14, Pakistan’s research and
development expenditure (both public and private) as a percentage of gross
domestic product (GDP) was 0.3% while it was 1.2% in Brazil and Malaysia,
1% in Turkey, 0.8% in India, 0.7% in South Africa and 0.5% in Thailand.
Entrepreneurship suffering from Appnesia
Some time ago, Muhammad Hamid Zaman, an academic, wrote an article titled
“Suffering from Appnesia”. In his piece, he characterised Appnesia as “those
afflicted by Appnesia often forget that mobile phones and even apps rest on
rigorous understanding of mathematics, high science of optics, innovation in
image acquisition and sophisticated electrochemistry to name just a few.”
Pakistan is, thus, acutely suffering from this type of Appnesia in
entrepreneurship initiatives. There is a dire need to acknowledge the current
ignorance of science and research funding in Pakistan.
It is understandable that Pakistan will not be able to finance basic research, but
a lot can be done to exploit the existing research and technologies. High-value
entrepreneurship can only be founded with the newly developed technologies
and breakthrough in science. It is advisable to start this journey with enhancing
funding for research and technological development in the universities.
Afterwards, the knowledge spillover from such research projects can feed into
high-value entrepreneurship and innovation.
Published in The Express Tribune, June 19th, 2017.
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Investing in Pakistan - roadblocks that
spring up
By Naveed Iftikhar
Published: November 2, 2015

DELAWARE: Real estate is the most lucrative, risk-averse and popular
investment opportunity in Pakistan amongst retail and large investors. Everyone
wants to invest small or large savings in real estate instead of starting or
expanding a business. What will be the implications of this behaviour on
employment opportunities for a huge size of existing and upcoming young
labour force?
If we compare Pakistan’s investment-to-GDP ratio with other developing
countries making headlines, it becomes evident that they all maintained a ratio
twice as much as Pakistan’s current level. Lower level of investment and a large
young population emphasise the urgency to take steps for increased investment
and economic growth to provide jobs to youth, deliver services and improve
quality of life.
While the government’s constraints may not allow immediate measures that
bolster public investment, the key is to mobilise private sector investment and
that requires an enabling business-friendly environment.
However, current obstacles are not allowing investment in new ventures or
expansion of existing businesses.
For example, see Pakistan’s Ease of Doing Business ranking of 138 (by the
World Bank Group’s Doing Business Report 2016) out of 189 economies of the
world. It was around 70 in 2007.
Country’s formal commercial dispute resolution system is one of the worst in
the world ie “Enforcing Contracts” rank is 151. How can someone think about
starting a business if such a state of affairs persists?
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Pakistan’s ranking in “Paying Taxes” is 171. We always hear debates on tax
mobilisation and enhancing the tax-to-GDP ratio but rarely report how we treat
taxpayers and this, indeed is evident from the “Paying Taxes” ranking.
The country ranks 157 in “Construction Permits” and 133 in “Registering
Property”. There has been a sharp continuous slippage in rankings of almost all
indicators during the last eight years. Resultantly, people continue to invest in
real estate speculation and informal businesses or rely on rent seeking through
statutory regime orders and subsidies.
The regulatory issues
Another dimension of constraints faced by investors is the archaic and complex
regulatory framework. Regulations pertain to different tiers of the government,
influencing business activity. Poor regulatory quality and arbitrary enforcement
of regulations hurt small businesses disproportionately. Most of the sectoral
regulatory agencies are under the federal government. However, it is struggling
with the institutional structure instead of designing business friendly
regulations.
A number of regulations are being administered by provincial and local
governments particularly in the areas of labour, environment, quality, price
controls and safety inspections among others. These create real hurdles for
businesses through unpredictable and non-transparent inspections and arm
twisting tactics for rent seeking.
Multiple public sector regulatory agencies continue to deter local and foreign
investors. Dr Ishrat Husain highlighted in an article that there are 40 public
sector organisations that a business has to deal with. This indeed, accentuates
the problem of excessive, ineffective and unnecessary regulatory oversight and
control.
No effort is being undertaken in Pakistan to simplify or upgrade business and
regulatory legal framework at provincial and local levels. Another outcome is
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the ever escalating property prices due to speculative and non-productive
investments. This has also made cost of doing business very high in terms of
acquiring premises for a factory or office.
It is interesting to note the response of the public sector in Pakistan when pushed
to enhance private sector development. Most favoured option is to establish a
government organisation headed by a civil servant for providing trainings,
capacity building, technological, marketing or other such business solution
services to the private sector without realising that private sector has surpassed
public sector in terms of exposure and knowledge.
A cogent message that needs to be conveyed to policymakers is that in order to
allow business to thrive and attract investment, they need an enabling
environment. Irrelevant trainings, useless feasibility reports and so-called
technology up-gradation support are mostly futile efforts. A basic question that
needs to be addressed here is: how can a public servant train or guide a business
organisation?
Furthermore, there is a need to address regulatory bottlenecks and other
complexities of the public-private interface.
Published in The Express Tribune, November 2nd, 2015.
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Tale of Pakistan’s entrepreneurship spirit
By Naveed Iftikhar
Published: August 1, 2016

DELAWARE: Entrepreneurship is widely appreciated as one of the significant
determinants of economic growth and prosperity. The research on international
variations in entrepreneurial trends has been occupying a considerable amount
of attention of policy makers and academicians, so do the reasons behind the
uneven entrepreneurial performance.
The recent international datasets compiled by the Global Entrepreneurship and
Development Institute (GEDI), Global Entrepreneurship Monitor (GEM) and
the World Bank (WB) Entrepreneurship Project provide interesting insights into
international variations in entrepreneurial activity and aspirations.
Unsurprisingly, Pakistan performs quite poorly in all of these entrepreneurship
indicators according to the latest available reports. Pakistan ranks 109 in GEDI
dataset while Egypt (89), India (98), Kenya (104), Indonesia (103), Brazil (92)
and Nigeria (85) rank higher than Pakistan and it seems no comparison with
Turkey (28), Malaysia (56) and South Africa (52).
The number of limited liability companies, as reported by the World Bank in the
case of Pakistan is 10 to 20 times lower than the aforementioned countries.
According to ‘new business density indicator’ of the World Bank, number of
new companies, as a ratio of per 1,000 population aged between 15 and 64 is
0.04 in the case of Pakistan while for the aforementioned countries, it ranges
from 0.29 to 2.88.
Total early-stage entrepreneurial activity (percentage of 18-64 population, who
are either nascent entrepreneurs or owners/managers of a new business) in
Pakistan as reported by the GEM was 11.6% as of 2012, which is relatively
better than few countries but still lower (as per latest available data) than Turkey
(12.2%), Brazil (17.2), Indonesia (25.5) and Nigeria (35).
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Importantly, GEM 2012 report mentions that in Pakistan, “most entrepreneurial
activity is necessity-driven (those with no other option for work); the level of
opportunity-motivated entrepreneurship is much lower.”
It’s understandable that these international comparisons do have limitations
particularly on account of variations in size and nature of the informal economy
and also due to various forms of business registration. For example in the case
of Pakistan, it is often reported that a parallel and equal size of informal
economy exists. No doubt, many of them are entrepreneurs and have been
contributing to employment generation for low-skilled labour force and
supporting formal businesses through value chain process.
There is also a notion that many of the businesses in developing countries start
informal but later turn into formal sectors of the economy. Despite this
importance of the informal economy, it is known that these entrepreneurs are
“necessity-driven” which means that they are doing this business because they
could not find a decent job. In this case, they neither grow much nor do they
utilise their own abilities to exploit opportunities in creative sectors of the
economy. Thus, it is important that more formal businesses are established as
‘opportunity driven’ by those who really want to become entrepreneurs to
advance their passion and ambitions.
Researchers have also classified entrepreneurship into ‘productive’ and ‘nonproductive entrepreneurship’. Former rely on market opportunities and personal
capabilities while the later exploit rent seeking through nexus with
governmental apparatus or following other deceptive practices. The
entrepreneurial capital of society encourages opportunity and productive
entrepreneurship while distortions and regulatory burden promote necessitydriven and non-productive entrepreneurship.
A distinguished Professor of Economic Development at the Indiana University
David Audretsch defines entrepreneurship capital of society as institutions,
culture and historical context that is conducive to the creation of entrepreneurial
activity. He has advanced ‘the knowledge spill-over theory of entrepreneurship’
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and shares that entrepreneurial focus has shifted from big corporations to small
and creative firms and from physical assets to knowledge acquisition.
This theory explains the role of knowledge in entrepreneurial decisions and
conversion of ideas into commercial activities through the establishment of new
firms. Recent literature and experiences from Silicon Valley to Seoul and
Bangalore indicate that from setting up the stage of better investment climate,
countries have moved on to developing entrepreneurial ecosystems and human
capital advancement.
No doubt, export of every good/ service is important but in the current
revolutionary phase of printed electronics, artificial intelligence and 3D
printing, what can we gain from the export of mangoes and kinnows?
There was also a time when resource scarcity was considered a barrier for
entrepreneurship but creative and innovative human capital has falsified these
myths.
In this regard, Richard Florida has written a book – ‘The Rise of the Creative
Class’ – in which he elaborates 4Ts as the foundation for the rise namely, Talent,
Technology, Tolerance and Territory Assets (Quality of Place) that makes a
difference in the development and prosperity of a region.
It is widely believed that the creativity transcends beyond educational
attainments as it is commonly said that university drop-out Bill Gates may not
be ranked favourably in conventional measurement of human capital. Some may
say these concepts are too advanced for a country like Pakistan but we can
witness it in a recent wave of information technology entrepreneurship in
Pakistan.
It would be important to share that Richard Florida addressed an international
conference on ‘Framework for Economic Growth’ in Islamabad organised by
the Planning Commission in 2012. During his talk and engaging conversation,
he elaborated how these concepts are even more related to Pakistan which has a
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growing young labour force. The proceedings of the conference are still
available on the website of the Planning Commission but the following excerpt
from one of his responses is very relevant here, “Every single day, entrepreneurs
come to America from Pakistan building great technology companies, service
companies and call centres etc. I think the talent base is there and we need to
focus much on entrepreneurship spirit.”
The crux is that alongside focusing on education and investment climate, we
really need to create a right ambiance for enhancing and utilising creative
abilities of our people. Entrepreneurial ecosystems and quality of life in our
cities can make a huge difference towards this goal.
Published in The Express Tribune, August 1st, 2016.
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SECTION THREE

Public Policy

Public policy in the age of corona
By Naveed Iftikhar
Published: March 29, 2020

This is the time to rethink the role of the state, especially in areas of public health
and social insurance

The importance of the role of state and its actions becomes manifold during
natural disasters, wars, and other large-scale socio-economic shocks. In modern
times such actions and intents of the state and communities are called public
policy.
Like many other countries, Pakistan is facing a critical moment in the fight
against Corona (COVID 19) pandemic. The situation is still fluid. Instead of a
policy prescription, I have tried to layout fundamental principles that Pakistan
(and other countries) should follow now and in the times ahead.
First, one should realise that every solution to a problem creates new problems.
There are always losers and gainers from a public policy intervention. The state
machinery needs to continuously evaluate and rethink its actions.
Generally, political scholars suggest policy stability to instill confidence in the
society. In current times, the policy response will be the key concept. The state
will have to be alert to respond quickly and decisively to emerging situations.
The frequency of virtual meetings of the Council of Common Interests, the
National Economic Council and the Federal and Provincial Cabinets should be
increased to undertake key decisions without a delay.
Second, the coronavirus pandemic is going to affect labour productivity in the
public sector in the near future. One possible intervention to offset this negative
impact is to move quickly towards automation and e-governance for their
internal working as well as interaction with citizens.
Social distancing forced people to switch to online meetings recently and I feel
that such meetings were more productive than those involving physical travel.
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The governments often invite officials from far away for an hour or so for
meetings for which they have to spend a day or two travelling.
It will be good to let people spend more time in their respective geographies,
instead of asking them to travel long distances for short meetings. Metro buses
in Pakistan still require a physical ticket. It is so easy to switch such payments
to cell phones and attestation through bar codes, etc. Many such government
services need to be shifted online.
Third, the government departments need to focus on improving their
communication strategies. They should remain connected with policy
stakeholders and the people at large through two-way communication channels.
Transparency in governmental actions, including public expenditures, will help
reinforce people’s confidence in state’s actions. Video content in Urdu and
regional languages should be produced to communicate with the masses.
The governments should also engage behavioural and communication
professionals in making their messages more effective and goal-oriented. A song
on precautions for coronavirus produced by a deputy commissioner has become
very popular on the social media. It was a good effort and should be appreciated.
This is also a manifestation of the important role being played by street-level
bureaucracy, including civil administrators, doctors, nurses and sanitary
workers.
Fourth, hierarchical and command models of governance can’t deal with
complex problems we are facing now. It is time now to move towards network
and collective governance.
Public officials need to realise that they need to work collectively with their
colleagues in other departments as well as private sector and community
organisations. At the federal level, the prime minister needs to forget his
political rhetoric of corrupt opposition for a year or so. He should work together
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with all provincial governments. He needs to listen to the provinces and respond
to them from his ‘big office’.
The government also needs to take price control measures. This might restrict a
supply response from the private sector. The state needs to establish regular
communication channels with markets to address the needs of various sectors
and to help the private sector overcome information gaps.
We need to understand that complex crises like COVID 19 pandemic require a
multi-disciplinary response. Scientists, social science scholars, policy
practitioners, politicians and entrepreneurs need to work together to find
innovative solutions.
Fifth, educational institutions need to gear up to play a more proactive role in
supporting the government, private sector and the society to combat COVID 19.
Higher Education Commission of Pakistan has recently announced research
grants in this area.
The Pakistan Institute of Development Economics (PIDE) has continuously
been developing updates on COVID-19 since its outbreak in Pakistan. The
universities also need to adopt the concept of “an engaging university”. I am
part of a team designing a new MS in Business and Public Policy at Lahore
University of Management Sciences to develop the next generation of policy
makers and analysts.
We have incorporated the concept of a semester-long placement of students with
a public sector organisation, community set-up or private sector. The idea is to
engage students in helping organisations and communities to find innovative
solutions. Universities also need to devise robust plans for community service
by its faculty and students.
Sixth, effective local governments have the most important role in such a crisis.
Unfortunately, Pakistan does not have functioning, autonomous and capable
local governments. A local government official thus has to look towards
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provincial and federal capital. Moving forward, there is a need to install
professional, representative and empowered local governments.
Lastly and most importantly, now is the time to rethink the role of the state
especially in the areas of public health and social insurance. We do need a
thriving private sector and functioning markets, but this cannot be achieved
without a thinking and capable state.
Over time, the focus has been on reducing the role of the state in social sectors.
I think a better approach will be to enhance the capability of the state to play an
effective role in health, education and delivery of basic services such as safe
drinking water and garbage collection.
The state may collaborate with private or community organisations, but this can
only be achieved if the state is capable. To fight the COVID pandemic and its
aftermath, the state will have to aggressively build its hum an resource and
institutional capabilities.
Published in The News, March 29th, 2020.
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The art of thinking collectively
By Naveed Iftikhar
Published: March 8, 2020

Pakistan’s economy has been performing sub-optimally for the last couple of
decades. Many scholars and practitioners have been sharing their perspectives
and analyses on what is holding it back.
On the economic side, there are discussions around economic indicators without
an examination of the processes and human interactions behind such
performance indicators. On the political front, the rhetoric of corruption and
institutional tussles has achieved considerable attention. Recently, meanwhile
the dialogue has moved towards the need for reforming the public sector. Many
commentators have pointed to what they see as a lack of talent in the
government, academia and the private sector.
I beg to differ with such a diagnosis. Many of the above-mentioned symptoms
are merely the outcomes of another deep-rooted problem in the country, and not
in themselves the causes of most maladies. There are many amazing
intellectuals, well-intentioned professionals and thinkers working in various
sectors in the country. Many organisations, platforms and forums are working
as virtual islands of excellence. However, I have observed that our society lacks
the art of thinking collectively. Many of us can do wonders individually but find
it challenging to work optimally in a group.
The issues faced by today’s societies are complex and fluid. They require a
continuous process of collective thinking. Even when the government responds
to some issue, it remains reactionary and its interventions transitory. The
absence of consistency in the collective thinking process hinders the
incorporation of lessons learnt during the discourse. Individual organizations
and persons can go only so far. The collective and shared wisdom can take us to
new heights.
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Let me explain what I mean by this art of thinking collectively. It relates to
organising a group of individuals or a group of groups of people in such a way
that they can achieve collective thinking and decision-making. It does not
require a consensus. There may be differences in perspectives, ideologies and
the worldview. It is the ability to organise thinking around divergent and
competing choices is what matters.
This may be happening at a small level, but it becomes really challenging when
the scale becomes large. For example, some communities living in a street or a
neighbourhood may have come together to develop a collective action on some
issue of common interest but it really becomes challenging when many
neighbourhoods have to come together to decide something, particularly on a
continuous basis. Some people believe that then it becomes the job of a state
institution or a public sector machinery to organise the society to do a higherlevel coordination. But the problem we have is that the public sector is even
worse at this.
Within the state architecture, institutional rifts are the manifestation of the
inability to think collectively. The dialogue and collective thinking among
politicians and bureaucracy does not happen in an institutionalised manner.
Within the bureaucracy, the explicit divide among elite service groups and lessequal public servants hinders any coherent approach towards resolving the
pressing issues collectively. Not to mention the lack of trust between
technocrats/academics and the generalist bureaucracy, if they have to work
together.
On the political side, the parties remain unable to develop collective thinking
even within their ranks. No political party has a research arm that can help them
understand and respond to emerging issues. If there was hope that electronic
media would help to improve transparency and dialogue on big questions faced
by the society, the outcome has been totally disappointing.
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What are the reasons for the lack of collective thinking in our society? Some
may point to the diverse origins of people inhabiting the country. I do not think
this is enough reason. Our challenge is an ability to cherish the diversity. I think
there are four broad reasons behind this failure of collective thinking.
First, our educational system is individualist in terms of learning and
performance. We rarely change the teaching-learning process to promote
teamwork and thinking collectively. From the school level, children are trained
to compete fiercely. The idea of grading at school level needs to be re-examined.
Fragmentation and a class-based education system has destroyed social cohesion
in the society.At the university level, the lack of inter-disciplinary exposure and
dialogue hinder the development of an ability to grasp and tolerate diverse
perspectives and worldviews.
Second, Pakistan lacks well-functioning local and city governments.
Policymaking at the federal or provincial level is often disconnected from the
people and communities. If power and functions of policymaking are devolved
at the local level, people tend to gather and have debates on the issues which are
important to them.
Town hall meetings and neighbourhood plans give practical training and
exposure to people from different walks of life for a discussion on issues which
matter to them. Due to the lack of people centric and empowered city
governments this aspect is totally missing from our lives. Over time the elite
have isolated themselves instead of developing vibrant public spaces that can
help us advance social interaction.
Third, civil society (or community) organisations have to play an important role
in promoting a healthy culture of dialogue and tolerance. In his recent book, The
Third Pillar, Raghuram Rajan has eloquently explained the role of the
community to serve people along with state and markets.
Unfortunately, Pakistan lacks such grassroots community organisations. Most
of the so-called civil society organisations are contractors working for
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international aid agencies. They lack local sponsorship, membership and
narratives. Most of the time they jump on the bandwagon of national or
international narratives. This has damaged the potential of genuine community
movements in our society.
Models like Changa Pani-Bhalwal and Elinor Ostrom’s work in Nepal testify to
the importance of community engagement in developing and implementing
shared agendas in partnership with the public sector. Akhuwat Foundation is
also a local initiative that has been making efforts to address poverty through
interest-free micro finance loans and education.
Learner’s Republic is another such informal platform of scholars and learners
that has been evolving through self-financing and shared understanding of
norms for a constructive dialogue. There is a need for many such platforms,
genuine social/community organization, book clubs, street associations, and
interdisciplinary forums to help promote the art of thinking collectively.
Fourth, both the rural origin and colonial legacy have made our society and the
public sectors very hierarchical. We implicitly believe in a hierarchy of landed
classes. Even in the public sector we value high positions and grades instead of
giving respect to talent and ideas. The society continues to glorify people in
power. Once people are hard-wired to believe in hierarchies, an open and
collective dialogue becomes difficult.
It is important to appreciate the problem we are facing in terms of lacking the
ability to think collectively and its consequences.
Published in The News, March 8th, 2020.
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Charter of the Future: tapping Pakistan’s
potential
By Shahjahan Chaudhary / Naveed Iftikhar
Published: December 23, 2019

ISLAMABAD: How do we unleash the potential of people of Pakistan? Some
of us do take pride in our location. However, we consider the people of our
country the real asset.
We have a young, ambitious and large population – and this, above everything
else, is the greatest asset. No number of factories, bridges, roads, corridors,
foreign investment and ports can propel our economy and culture forward like
the investment in youth.
We want to propose the Charter of the Future to achieve economic growth of
7% without encountering a twin-deficit crisis. Here are five pillars of the Charter
of the Future:
Dense and mixed-use cities
Think of agglomeration as beehives to make a lot of honey – you need a lot of
bees. Or think of agglomeration as the human mind – while individual neurons
are meaningless sparks, billions of them result in human consciousness.
If we want our nation to evolve faster, we must develop our cities as
agglomeration of diverse talent, ideas and firms.
China’s industrial/export development model was led by city governments. One
of the key performance indicators of the city governments was to facilitate the
number and size of businesses.
Here in Pakistan, the city governments are mostly busy in demolishing or
hindering businesses. We need to change this mindset and the incentive system
of our city governments.
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City management functionaries need to be held accountable for businesses,
investment and job creation. They need to carry out urban regeneration to
convert state land in cities into commercial, industrial and public places.
Cities are supposed to connect people, places and ideas. Our archaic urban
planning approach has been relying on rigid tools like master planning for
separating commercial and residential places in the core of cities.
We have exclusive and elite residential enclaves in the core of cities. This
practice needs to be abandoned to move towards dense and mixed-use urban
centres.
Global value chains
Whether it is trade or capital, Pakistan is clearly not part of the global value
chain. This has led to not only lost opportunities, but a very narrow and limited
approach to how we engage the world.
We have to bravely embrace an international approach to all our affairs, which
means simplifying visas and entry into Pakistan, allowing the world to work and
study in Pakistan effortlessly, enabling Pakistanis to study, live and work
abroad, reducing taxes on trade and investment, allowing Pakistani capital to
move freely and building new linkages with countries around the world.
We cannot isolate ourselves from the world and succeed. The Chinese tried it a
few centuries ago and paid the price. We should learn from the new China that
is building roads to the world, not the old China that burnt its boats.
Pakistan’s first step towards the global value chain integration should be a
drastic reform of its tariff structure, which is currently aimed at import
substitution and revenue generation.
The National Tariff Policy 2019 has already laid out key principles for tariff
reforms. The implementation of the tariff policy can be helpful.
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The share of engineering goods in global trade has increased enormously.
Pakistan’s exports are still dominated by the textile sector. Pakistan’s export
basket has still high concentration of products made of cotton.
There is a need to move towards polyester (man-made) fibre to attract high
prices in the global market. Pakistan needs to remove the protectionist regime
in auto components in order to become a trading hub for the engineering
components.
Lastly, regulatory reforms in banking, taxation and movement of foreign
exchange are needed to enhance exports of the IT sector.
Taxation not extortion
We keep crying about the low tax-to-GDP ratio. The first priority of the
government should be to improve the efficiency of spending. What if the same
$50 billion could achieve better value for money?
What about taxes? The current tax regime punishes transactions and rewards
hoarding. Pakistan’s high sales tax rate of 17%, the withholding tax regime and
turnover tax of 1.5% are the biggest hurdles in the way of expanding the
economy.
Taxes should be applied to income not on transaction. Revenue authorities have
failed to modernise themselves in order to collect income/capital gains tax and
are relying on withholding taxes.
Tax is the function of economic expansion. The goal for the economy should be
to reach 25% investment-to-GDP ratio from the current level of 15%. This will
improve tax collection and job creation.
Cities need to allow high-rise buildings and they should earn taxes and revenues
from value creation in urban properties.
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Empower not control
The current approach to governance is focused on control not empowerment. To
legitimise the regulatory power, we create a system of incentives and subsidies
that creates groups of people with vested interests in defending the status quo.
Every institution we create becomes a roadblock to the very goal it is meant to
facilitate. The Engineering Development Board is a hurdle in the way of the
engineering sector, the Board of Investment is an obstacle to the ambitions of
investors and so on. Regulators are making profits instead of promoting markets.
Every government department or agency should be empowered to undertake its
work and then it should undergo an independent performance evaluation in order
to assess the performance against intended output, outcome and impact.
Thinking state
Currently, the state of Pakistan has a very little thinking capacity. The reason is
low investment in research and secondly the perverse incentives which
encourage firefighting. Most of the public-sector research centres have already
become bureaucracies.
We need to think of an innovative model instead of creating rent-seeking publicsector organisations. Training, promotion and posting systems of public servants
are archaic and inefficient. There is a need to allocate resources for research
under each ministry/organisation and then an innovative design is needed to
align the research with the economic, technological and societal challenges.
Published in The Express Tribune, December 23rd, 2019.
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Policymakers fail to interact with citizens
By Naveed Iftikhar / Shirin Gul
Published: September 30, 2019

ISLAMABAD: There is a resurgence of debate on designing evidence-based
policies for economic and social prosperity of human society.
However, many questions remain unanswered, such as what constitutes
sufficient evidence and how do policymakers use – or do not use – evidence for
decision-making? Most importantly, it is not clear whether policy evidence or
strong demand from people is more important for sound policymaking.
Academics and policy practitioners often highlight the lack of evidence-based
policy as one of the reasons hindering economic and social prosperity in
Pakistan and other developing countries. However, I believe the key to sound
and people-centric policymaking is social activism (ie strong and organised
demand by people), not just evidence per se.
Bearing in mind that activism is politically or ideologically motivated, an active
citizenship model needs civic mindedness to prop it up and give it roots.
Most politicians and bureaucrats do whatever they have already decided and
retrofit evidence to legitimise their decisions. This happens everywhere.
For example, decisions on minimum wage and taxation in the US are often based
on ideological preferences and aspirations of the people in power. The choice of
evidence presented for the preferred policy option is a function of the power
dynamics.
In Pakistan, it is evident that reform is needed in the education system, civil
services, state-owned enterprises, export competitiveness, energy sector and
taxation system, to name a few. Numerous research studies have also suggested
the need for reform in these areas. Then, what stops the policymakers?
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These policymakers work behind closed doors with limited or no interaction
with researchers and citizens. Perhaps, another issue in Pakistan is that elected
parliamentarians have abdicated their policymaking role to pursue municipallevel development functions within their constituencies.
Parliamentarians should ideally be the ones shaping the citizens’ aspirations into
policies. Come election time, they should be held accountable for their policy
contribution and policy support.
Resistance, struggle
At present, there is a lack of dialogue and no clarity on how to undertake these
reforms. British colonists did not leave this continent based on research, they
left this region due to strong resistance and demand for freedom by the people.
The US did not ensure social security and equal rights for African-Americans
based on field studies, it was in response to the strong struggle by the labour
unions and African-Americans.
Europe’s renaissance was the result of learning and rights-based movements at
the grassroots level. Similarly, the social security system of Europe would not
have taken the current route, had there been no French revolution.
There is a need to organise social movements at the grassroots level that can
assert the citizenship and negotiate better governance and service delivery. For
that, the first step is to drop the unique Pakistani privilege of ‘knowing someone’
and therefore not having any ‘skin in the game’. It does not matter if there is no
reform if you know someone who can get your work done. This is unique
Pakistani privilege that trumps civic-mindedness. Whether we know a clerk or
a head of a government department, it comforts us into believing that we are
protected from government policy, which is for other people. Who will then
agitate for policy change? Where is the constituency for reform?
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Social change
Robert Schiller, the noble prize-winning economist, has emphasised the
importance of narratives for studying and advocating for social change. He
remarked about economists: “We have lagged behind other disciplines in
attending to the importance of narratives…”
He further noted: “It seems that the human mind strives to reach enduring
understanding of events by forming them into a narrative that is embedded in
social interactions.”
What happens when researchers don’t consider the narratives embedded in
social interactions? They tend to focus less on the design of reforms. Most of
the research then ends up being lazy research, generating more and more
evidence about the same, eg the need for reform.
What we are terming lazy research was explained by economist Arun Shourie
in the Indian context in an article published in 1975 in the Economic & Political
Weekly about how irrelevant topics are chosen by economists: “…because of
the compulsion to quantify, the variables which are not readily quantifiable are
usually omitted”.
Shourie believes, “We should abandon our preoccupation with the policymakers
and should address ourselves to the people. In particular, instead of drafting and
redrafting documents for our policymakers, we should educate the people about
the true character of economic policies, the true causes of the present state of
affairs. We must refuse to play the role of legitimisers.”
Citizens need to engage with policies. Researchers need to weave a narrative for
people-centric policymaking. Politicians need to claim their policy space and
open up their constituency offices for discussions on core policy. Bureaucrats
need to work on policy in tandem with politicians and researchers.
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Citizens’ engagement platforms should proliferate such as open town hall-style
meetings in public places on white papers produced before sanctioning the
policy. All of us together need to be civic-minded and create communities,
citizenship and state, which is informed, caring and responsible for preparing
social and economic policy.
Published in The Express Tribune, September 30th, 2019.
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In Pakistan, most policies are flawed
By Naveed Iftikhar
Published: April 15, 2019

ISLAMABAD: When owners of a newly established auto-repair workshop
could not get a single client for a couple of weeks, they formed a task force to
find out as to why they had not been able to attract customers.
After examining many things, the task force found that the main reason was that
the workshop was established at the fourth floor of a building, which may be
inconvenient for the clients.
Pakistan’s public-sector experiences such phenomenon every day. A
comprehensive compendium on similar accounts in economic policies can
suggest how to develop policies, which are mostly flawed.
Pakistan has been announcing its commitment to improving the ease of doing
business ranking of the country. However, instead of taking any substantive
action to improve the judicial system, financial/capital markets and taxation
system, many federal and provincial government organisations have been
organising seminars, conferences, road shows and other marketing events
pertaining to doing business in Pakistan.
The country needs to close or transform many of the offices dealing with
businesses, but the government has decided to open new offices called doing
business offices. After holding so many road shows and conferences, the public
sector has started thinking as to why there is only 15% investment-to-gross
domestic product (GDP) ratio in Pakistan.
Instead of asking the country’s businessmen, Pakistan is relying on international
agencies’ ranking and indicators to assess its investment climate. Unlike the
workshop owners, the government has been unable to get some input from its
task force.
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The country has been making efforts to attract foreign investment without any
meaningful success, except for bilateral arrangements with friendly countries.
But domestic investors have been liquidating their businesses to invest either in
the real-estate market or shift money abroad.
The country has miserably failed to provide an enabling business environment
to domestic investors. Pakistan has recently been championing the Special
Economic Zones (SEZs).
As of today, a majority of the SEZs do not have electricity, gas and other
utilities. Land is so expensive to do business in Pakistan. We are using urban
and agricultural land for developing housing societies for the elite closer to cities
and pushing businesses to far-off areas.
A few SEZs are also being developed by the government but with little or no
consultation with the business community. There are now a couple of task forces
trying to come up with ways that can help enhance economic growth through
private-sector development.
Knowledge economy
Recently, the knowledge economy and IT exports are appearing frequently in
government corridors. However, there are so many restrictions on the inflow
and outflow of foreign currency in the country, which forced many IT businesses
to set up their companies in the UAE.
After the introduction of some taxation measures in the UAE, most of the
Pakistani IT firms have shifted business to Singapore and now Delaware, USA
is also on the list. Secondly, Pakistan government has not established any
technology zone that can provide cheap office space for 500 IT firms in the
middle of cities.
No efforts are being made to promote domestic and foreign venture capital funds
that can finance start-ups. Hence, Pakistan’s IT exports are insignificant and
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now a task force is helping the government to figure out as to how to expand IT
exports and the knowledge economy.
The government is committed to eliminating corruption and embezzlement of
public money. But there is no effort to strengthen the public financial
management system, which has many loopholes and layers leading to corruption
and inefficiencies.
Even a company worth half a million dollars will hire top-notch finance
professionals to look after its financial affairs. However, the federal government
that has expenditures of roughly $50 billion may not have a single chartered
accountant or public finance PhD on its payroll to manage these expenditures in
an effective way.
Tourism
The government wants to improve tourism in the country. However, its cities
and towns have very little autonomy in expenditures and governance that can
help them to find out their respective niche. The cities and towns are even unable
to clean roads and streets and they cannot ensure safety of food.
But still we want to attract tourism. The world’s most visited tourist places are
cities. Whenever our policymakers think about tourism, they only talk about
northern areas. They have been unable to figure out that we need to make our
cities, street food, urban culture and architecture more attractive for tourism.
Secondly, there are very few decent hotels in cities because the land is very
expensive for constructing hotels. So, hotels are beyond affordability of
domestic and foreign tourists. Thirdly, the government has imposed heavy taxes
on domestic air travel which has discouraged the development of air travel
market within the country.
However, there are some task forces and departments working to find out ways
of improving tourism.
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It is common to hear that the government wants to enhance access to finance for
small businesses, housing, agriculture sector and exports. However, the
government itself is the largest debtor with sovereign guarantees that crowds out
private sector from the debt market.
The above are only a few examples of how to develop flawed policies and then
form task forces to assess what has gone wrong. Prime Minister Imran Khan
should translate his good intentions into plugging structural loopholes in
Pakistan’s policies.
Published in The Express Tribune, April 15th, 2019.
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Opportunities in Balochistan : Promise
for the Future
By: Naveed Iftikhar
Published: December, 2020

A new dawn appears to be awaiting Balochistan, through the various
development avenues opening up. While these avenues will present
opportunities, but to be able to actually utilize all these opportunities, is the
question. The China-Pakistan Economic Corridor (CPEC) is destined to focus
on Balochistan as this trade route will culminate at the newly developed port of
Gwadar, which is located in the province itself. However, it is yet to be
ascertained how and when the people of Gwadar will reap benefits of CPEC and
its associated trade and economic activities. This piece is focused on such
opportunities and analysis of much needed efforts for the province of
Balochistan.
Balochistan’s sparsely populated land has been posing complex challenges to
socioeconomic and political developments in the province. Service delivery
indicators in critical areas such as education, health, employment and income
inequalities delineate the unique challenges faced by this region. Historical
efforts to develop the Pakistan region (e.g. irrigation and rail/road networks)
largely remained concentrated in Punjab and Sindh. Partly, these efforts were
concentrated in these regions due to natural resource endowment, industrial
activity and population density. However, with CPEC, there is hope that
Balochistan will be receiving its share of such initiatives for the First time in its
history, through the development of road networks that will aid connectivity and
boost business. The geostrategic location of Balochistan for transit trade routes
to central Asian republics can be exploited depending upon Pakistan’s enabling
of trade regulations and capacity and peace in Afghanistan. The previously poor
performance of Afghan Transit Trade in terms of leakages of transit goods and
cumbersome custom clearance procedures can inform many lessons to reform
our future trade, transport and logistic facilities and regulations. Similarly, the
linking of Quetta and Gwadar with Karachi and other cities of Sindh, through
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improvement and expansion of existing road networks can unearth new
opportunities for domestic commerce as well.
While trade routes will undoubtedly bring large benefits, the social side of
development needs to be given top priority. It is especially important to ensure
education, health, mobility, law and order and skill development for the people
of Balochistan. They will only be able to reap benefits from emerging
opportunities provided they have the sufficient skill set. Otherwise, the potential
marginalization of Balochistan from these opportunities will create complexities
for future development.
Traditional models of education and skill development may not serve the
purpose to deliver services to this large land. There is a need to initiate public
private partnership (PPPs) and non-traditional ways to deliver educational
content across the province. IGNITE of the Federal Ministry of Information
Technology has established a National Incubation Center in Quetta which is due
to commence operations soon, to incubate and mentor startups and young firms
in Balochistan. This is indeed quite promising for the province to promote local
entrepreneurship. The government of Balochistan needs to support these
initiatives to develop regional hubs to train and develop young entrepreneurs
across Balochistan to connect them to the value chain within and across Pakistan
along the new trade routes. Development of Gwadar port and the city are
certainly important for Balochistan and Pakistan’s economy. However, the
historical deprivations of the Makran’s coastal region has left a mark on the
people of this region in terms of underdevelopment. In order to make Gwadar a
‘win-win’ for all stakeholders, it is important to pursue people centric
development in the region. Gwadar lacks access to water, education and health
facilities. Very recently, the Pakistan Army took some initiatives to provide
health and education facilities; however, the gap is huge, and needs to be filled
by collaborative efforts of both federal and provincial governments. The 7th
National Finance Commission could have helped to improve service delivery,
however, so far, the results are still sub-optimal.
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The original plan of Gwadar city included relocation of the local population to
another place so as to allow space for port and ground transportation operations.
This was indeed a detrimental plan in many ways. A new master plan is now
being developed. It is hoped that sufficient measures will be taken to provide
the first right of living to people of Gwadar in the newly developed city. The old
town should be transformed into a cultural village which can serve to boost the
tourism industry. There is a need to develop a robust cultural strategy to
safeguard the culture and heritage of old Gwadar, and to integrate the younger
generation into the new economy being shaped by the CPEC. The city
government will have to play an active role in this regard: greater autonomy and
responsiveness of the local government will play a key role in uplifting the
locals. Property speculation has already created bottlenecks. Before the situation
gets worse, the time is ripe to develop Gwadar as an economic city, with
appropriate land use policies, instead of developing it as a speculative market
for real estate.
The opening of trade routes may also boost Balochistan’s mineral industry.
However, the province lacks a comprehensive mapping of minerals, which
might cause problems in attracting foreign investment.
To truly harness this intrinsic potential of the province, Pakistan should become
part of international forums to exchange knowledge and resources to develop its
mineral sector in Balochistan. For instance, the United Nations Mineral
Development Program implemented in the African, Caribbean and Pacific group
of states with the support of the European Union, has brought tremendous
benefits for these regions.
Moreover, Pakistan’s International credibility after the cancellation of the Reko
Diq gold mine contract has been severely hampered. It is important to
understand that without the participation of the private sector both locally and
internationally, these resources cannot not see their full potential. A case in point
is Chile, which offers a lot of opportunities for Pakistan to learn and collaborate.
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Balochistan’s new Public-Private Partnership (PPP) law indeed provides an
opportunity to explore partnerships in various economic and social sectors,
especially in exploiting the natural resources of the province. However, it would
be crucial to emphasize here that the major chunk of benefits of such resource
exploitation should be transferred to the local communities. Unfortunately, this
has not been the case in the province previously, which has resulted in a huge
trust deficit amongst the people of Balochistan, who now get wary of any
positive development in the province.
The government of Balochistan also needs to develop its professional capacities
to analyze and develop key economic policies for the province. The recent move
to establish the Balochistan Revenue Authority indicates cognizance among
the decision makers. The fact is, there are very few economic opportunities in
the first place. The government of Balochistan will have to gear its public
expenditures and policies towards creating such economic opportunities in areas
of trade, mineral development and agriculture, alongside harping on tax
mobilization.
As foreign and domestic investments is expected to increase in Balochistan, it
would be advisable to develop a framework to provide benefits to local
communities where these projects will be implemented. Several global
examples delineate how foreign investors have been supporting local
communities. An OECD report, for example, emphasized the importance of
engaging and supporting local communities in port cities: “The support of a
local population is essential for ports in order to keep their “license to operate”
and remain legitimate economic actors. What distinguishes successful portcities from less successful and more polarised port-cities is the sense of pride
and “ownership” of the port by the population and business community.” This
is not only true for port operations in Gwadar, in fact, the same principle should
apply to other foreign and domestic investments in Balochistan. However, the
public sector cannot absolve itself from the responsibility to undertake radical
steps towards the development of the deprived regions of Balochistan.
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The potential of agriculture development in Balochistan is yet to be exploited,
given its large land mass. Agricultural development is one of the seven areas of
cooperation under CPEC. Therefore, a huge potential for the establishment of
food processing and packaging zones along CPEC routes exists. It will add value
to locally produced agriculture products, such as apples, dates, apricots, peach,
plum etc. The province can prove to be vital for cash crop production, such as
the cultivation of zafran. Livestock (export of halal meat) is another potential
area to enhance exports. However, in contrast to all this, water scarcity and
efficiency, tube well subsidies, lack of awareness about new technologies,
power shortages and inefficient marketing of agricultural produc ts, remain huge
challenges. There is an urgent need to utilize modern technologies and farming
methods to improve water efficiency in the agriculture sector which may help
improve access and equity in the water sector.
Balochistan’s long coast provides an excellent opportunity for tourism. Resorts
should be developed alongside the Arabian sea, next to the Makran Coastal
Highway. This can reap excellent revenues for the province.
Thus, in a gist, Balochistan needs to focus on partnerships and innovation in
basic education and skill development for younger generations, better
governance of Gwadar city, integration of local community with the new
economy, productivity and marketing of agriculture, tourism, mineral industry
and sharing the dividend of prosperity with the local population. Urban centres
providing improved living experiences and economic opportunities to attract
population from the rural areas, should also be developed. There is a need to
develop a robust framework to achieve these goals with the partnership of
different sectors and agents. Further research and inclusive consultation is
needed for an in-depth exploration of some of these ideas.

Published in UNDP Report (Development Advocate Pakistan) December, 2020.
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Journey from the PM House to a university
By Naveed Iftikhar
Published: December 31, 2018

Recently, Prime Minister Imran Khan formally inaugurated the process of
converting the PM House into the Islamabad National University (INU). The
journey of the PM House from being the centre of power, conspiracies and
political manipulation to a seat of scholarship, learning and thinking would be
somewhat bumpy and challenging. However, the PM’s resolve to make this
university a role model gives hope that the INU may set new trends in Pakistan’s
higher education system. This article presents a few ideas that may illuminate
the path towards establishing this university.
The first and foremost importance should be given to the self-governance of the
university. Pakistani universities have been performing poorly partly because of
the bureaucratic and political interference at multiple levels. The government
should avoid replication of the existing governance system of universities in the
case of INU. The starting points should be to establish a Board of Trustees (BoT)
of the university comprising of members of business community, international
academia and notable intellectuals from Pakistan in key areas of focus. The BoT
should develop standards of education and frame rules for functioning of the
INU. The government should make every effort to appoint a capable,
autonomous and professional BoT and let that board steer the process of
establishment of the INU. Even the PM and the Higher Education Commission
(HEC) should not intervene in the affairs of the university.
Secondly, the process of faculty hiring, and curriculum development is marred
by bureaucratic and political interventions. The BoT should have the power to
hire the vice-chancellor and deans but should not intervene in the hiring of
faculty members. The faculty of each school/department should do the hiring
and promotions on merit instead of the same being steered by the vicechancellors in existing universities. Indeed, universities are known by their
faculty, not by the glamour and design of their buildings. Earlier, an independent
committee was formed to select the chairman of HEC and as a result we got the
appointment of a visionary and capable Chairman Dr Tariq Banuri. The
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government should adopt the similar practice for the appointment of BoT and
the vice-chancellor of the INU.
Third, in our universities departments operate in silos. They have hardly any
focus on inter-disciplinary education. However, the real-world problems are not
neatly stacked under disciplinary boundaries. We need a new generation of
scholars who can draw knowledge from science, law, economics, sociology,
political science and the humanities to solve current challenges faced by
Pakistan. Moreover, most of our universities have little interactions with the
society outside the walls of the universities. Professor Daniel Rich of the
University of Delaware has popularised the concept of ‘engaged university’ and
leading the community engagement initiative at the University of Delaware.
This type of university is not only targeting the production of journal articles
and imparting higher education to the elite segments of society, but the
university is also supposed to provide critical knowledge and skills to the local
communities to solve their crucial problems. The INU should also adopt this
path.
Fourth, the INU should also focus on providing critical knowledge and support
to the federal government for its policy formulation needs. However, a caution
is needed that this function should neither undermine academic freedom nor the
quality of discourse around public issues.
Fifth, our universities have the tendency to adding many departments without
focusing on quality output. The INU should establish only a select schools and
departments and create excellence in those few areas of study. It may consider
establishing three schools and two to three departments/centres under each
school. The suggested areas are the School of Life Sciences, the School of
Global Affairs and the School of Cities and Public Policy. These three areas are
least focused in our existing universities. The schools should focus initially on
post-graduate education and thinking support to the government.
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A focused dialogue on the above-mentioned five areas can help the government
fulfil its promise of establishing the INU as a role model for other universities
in Pakistan.
Published in The Express Tribune, December 31st, 2018.
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Access to potable water in Sindh
By Naveed Iftikhar / Maha Ahmad
Published: September 7, 2018

The village Sodo Sarwari is situated a few miles from Sukkur. The village gets
surface water from the nearby canal and then rudimentarily processes it for
drinking. The canal becomes dry for a couple of months each year and the
residents would be left to face colossal trouble in accessing water. Confronted
with this challenge, the residents approached the relevant provincial department
to bore through the rock at the canal bank to extract water during dry months,
but the department could not approve finances for it.
The residents collected Rs250,000 in 2015 from the villagers for the boring of a
tube well. The cost to bore a hole in the ground was borne by the local
community and pumps were provided by the government department. One
comes across many initiatives of the like in Sindh province, where through
collective action, citizens meet their own needs when faced with poor
governance. However, the overall environment in the province is still not
conducive to encourage partnerships and self-governance.
Sukkur is surrounded by water from three sides, yet the majority of residents do
not have access to a smooth supply of clean drinking water. A local government
official in Sukkur recited a verse of Shah Latif Bhittai which can be interpreted
as: A fool may die of thirst even if he is by the river bank. We observed almost
the same situation in Sukkur and later in Hyderabad; citizens are suffering due
to lack of access to clean drinking water despite being situated at the bank of the
River Indus. We were informed about diseases and childhood stunting that
citizens were suffering due to lack of access to clean drinking water. We
consider that poor governance of the water sector is mainly responsible for
suboptimal outcomes instead of lack of public investment. Almost all of the
water schemes in the province are not completed on time and many of them
would become dysfunctional soon due to misuse of operations and maintenance
expenditures.
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On the other hand, the schemes and initiatives where communities were closely
involved and contributing were performing much better. The village of Tando
Soomro, situated near Hyderabad, is the perfect example of how the members
of a community can join hands and beautifully execute for themselves the role
that local governments fail to play. Through collective action, residents of the
village have been raising approximately Rs10 million every year from local,
voluntary contributions for investing in water and sanitation, education, security
and other such services. The key behind the success of this model village is
simple: accountability. Budget allocations and expenditures are revealed on a
public forum; decisions are taken collectively and a bottom-up approach is
adopted; each household’s contribution is defined according to the income of its
members and those who fail to contribute are publicly pointed out. We think
such actions need to be investigated in-depth by researchers so that other
villages and towns may learn how to undertake collective action.
While public-private partnerships (PPPs) have emerged in many sectors across
Sindh, the departments involved in the drinking water sector have been rather
lethargic in this regard. However, an example of how PPPs can be successful is
a recent initiative by The Water and Sanitation Agency (WASA), Hyderabad to
outsource bill distribution/recovery to a private company. The agency has been
able to almost double its bill recovery. In the absence of accountability and
monitoring systems, WASA officials were not even able to keep track of
whether employed bill distributors were doing their job. By involving a third
party and offering a mutually beneficial income-sharing model, WASA,
Hyderabad has improved outcomes. There is a need to promote public-private
partnerships to generate investment and managerial efficiency of pumping
stations, filtration plants, and operations and maintenance of distribution
networks. Nonetheless, the extremely low pricing of drinking water is indeed
one of the biggest obstacles in the way of sustainability of water schemes and
improving water conservation. In Hyderabad, the charges for piped water supply
are Rs170 a month, while the municipal department in Sukkur charges a meagre
Rs360 a year, and even these amounts go unpaid.
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During our visit to Sindh last week for our research on the drinking water sector
in Sindh, we had meetings with the Chambers of Commerce and Industries of
Hyderabad and Sukkur. They showed keen interest in developing partnerships
with local water authorities to improve the situation of drinking water in Sindh.
However, they shared that the water authorities do not disclose their plans and
investments publicly and this absence of transparency leads to corruption and
mismanagement.
One of the senior officials in the Sindh government said that concepts like
participation, partnerships and collective action are imported from the West and
cannot prevail in a country like Pakistan. He appeared ignorant of how rural (and
in a few cases, urban) communities within Sindh have collectively learned to
meet their own needs. This antagonistic attitude reflects the concerns of citizens
regarding participation in the water sector; there is willingness from local
communities to engage in improving service delivery, but there is a lack of
interest from the public sector, be it provincial or local. Institutions like the
National School of Public Policy and other civil services training institutions
should further deepen the spirit of inclusive governance among the participants
of their courses.
During our visit, we were informed of the contribution of the Supreme Court
Commission on Water led by Honourable Justice Retired Amir Hani Muslim.
The commission has streamlined many projects and schemes. However, these
may prove to be adhoc arrangements in the long run as institutional architecture
in the water sector has not been paid much attention. Some of these issues relate
to transparency, accountability, partnerships, water pricing, monitoring,
capacity of water authorities and independent impact evaluations.
The PPP government under the leadership of Bilawal Bhutto Zardari faces
tremendous public pressure for lack of access to clean drinking water in Sindh.
It is time that they came out of traditional and bureaucratic approaches for
service delivery. They need to promote partnerships, engagement with startups
and youth, and improve transparency and accountability. The National Water
Policy 2018 provides an excellent framework for achieving such objectives. But
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there is a need to carry out institutional, administrative and legal changes in the
provincial governance system to implement the water policy.
During our interactions with community organisations, citizens and other
stakeholders in Sindh, we shared the model of Changa Pani, (Clean Water)
developed by a social entrepreneur and activis Nazir Ahmad Wattoo. After some
localities in Faisalabad and Lahore, the model is now being implemented in
Bhalwal and many other cities in Punjab have also been showing keen interest
in this community-government partnership model for providing access to clean
drinking water.
We hope that more voices for transparency and citizen engagement will yield
optimal outcomes in the drinking water sector in Sindh.
Published in The Express Tribune, September 7th, 2018.
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Water woes: time to act now
By Naveed Iftikhar / Maha Ahmad
Published: June 9, 2018

Once a water-affluent country, Pakistan is now in the midst of a severe water
crisis. Between 1990 and 2015, water availability almost halved from 2,172
cubic metres per citizen to 1,306 cubic metres per citizen. The Pakistan Council
of Research in Water Resources (PCRWR) has warned that unless the
government takes action, the country may run dry by 2025. The imminent water
crisis has received some media attention recently, however, the dialogue
remains narrowly focused on public investment for reservoirs and moral appeals
to save water. There is a dire need to change the fundamental workings of water
governance in the country.
This article focuses on governance issues in the water sector. However, there
are many other challenges relating to international and provincial water
distribution, water storage, impact of excessive water extraction from natural
resources on climate change, water-associated disasters, deforestation and
recharge of aquifer which need a separate discussion.
With water scarcity becoming an increasing constraint, the pricing mechanism
for water-use by all sectors requires reappraisal. Pricing must recover at least
operational and maintenance costs. Even the elite of the country pays a meagre
amount for massive use of water at home, industry and vast agricultural farms;
only a tiny fraction of the population pays for metered use of water. For
households, water charges are based on the size of the plot. Any common
resource, when consumed on the basis of fixed rather than marginal cost, is
bound to be overly exploited. For agriculture, there are no charges for pumping
water from the ground and canal irrigation charges are also minimal, both of
which have led to flood irrigation and wastage of water.
Research shows that appropriate pricing of water along with clearly defined and
legally enforceable water regulations are the key underlying factors that
motivate water conservation. Moral appeals are not enough! Politicians don’t
want to hold dialogue about improving water pricing in order to avoid
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resentment by the constituencies. They fail to acknowledge that inefficient use
of available water supplies is playing a major role to exacerbate the impending
water crisis. Indeed, even most lower income families would be willing to pay
for efficient water provision services, given that they are already paying a high
proportion of their incomes either in the form of excessive charges imposed by
water vendors (case in point: Karachi), or in time lost due to collecting water
from far-flung sources. A survey of residents of Lahore in 2011 found that
people were willing to pay $7.50-$9 per month for clean, piped drinking water,
which is comparable to the monthly expenditures on in-house water treatment
and is about three to four times the average monthly water bill being paid.
Second, there is a need to enhance participation and partnerships in the water
sector. Water, being a collective resource available to society, needs a collective
response. The public sector must realise that without mobilising and involving
all the stakeholders, the crisis will remain unresolved. Communities residing in
small cities, towns, slums and villages need to be mobilised to participate in
water financing and maintenance. A home-grown model named ‘Changa Pani’
(Clean Water) in Bhalwal has proved that it is possible for communities to work
with the government to construct and maintain water supply systems. Other
cities, social entrepreneurs and community groups have much to learn from such
community participation models and may benefit by customising the approach
according to their own circumstances. For big cities the complexity of
governance requires public-private partnerships (PPPs) for water availability,
quality and distribution. All provinces have already developed PPP frameworks
and are pursuing projects in many sectors. However, PPPs in the water sector
are almost non-existent. Karachi and other coastal cities need desalination plants
to supply drinking water. Almost every city needs water-filtration and treatment
plants. But it would be hard to finance and operate them under the public sector.
Sindh water commission formed by the Supreme Court of Pakistan, for example,
found that all water-purifying systems in Sindh are either dysfunctional or
redundant. The public sector is agile to build new schemes, but it lacks capacity
to maintain filtration plants and distribution system. This is where communities
and the private sector can play their part. The recently announced national water
policy has specifically emphasised to foster partnerships and participations, but
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provinces would carefully have to plan appropriate execution of these
partnerships at the local level. We have recently started a research initiative with
the US-Pakistan Centre for Advanced Studies in Water at the Mehran University
of Engineering and Technology (MUET) to assess the possibilities of such
partnerships and collective action in Sindh. We hope that this research will
provide valuable insights to improve drinking-water governance.
Third, the regulatory regime for water pumping, distribution and usage needs
special attention. There is a need to introduce radical measures to regulate the
use of water starting from our homes to agricultural fields. Overall regulatory
quality is weak in Pakistan but in the context of social and environmental aspects
of the society, regulation is generally non-existent. The most wasteful practices
are observed in the agriculture sector, where farmers continue to rely on surface
rather than drip irrigation, the latter using substantially less water than
traditional surface irrigation systems. Other than areas plagued with salinity,
drip irrigation is a more efficient and sustainable option. The effective use of
water in the agriculture sector is imperative given that it consumes around 90%
of water resources in the country.
Fourth, a wave of entrepreneurship and technology development can be
witnessed across Pakistan. Many of the entrepreneurs and technologists are
working on water issues, starting from water filtration to distribution to
irrigation and treatment. The public sector needs to give some space and funding
to such startups to further develop and refine their technologies and solutions.
We recently met a few experts and faculty members at the Lahore University of
Management Sciences who have formed the Centre for Water Informatics and
Technology that is leading research on a range of water-related issues. There is
an urgent need to engage such water centres at LUMS and MUET to not only
provide technological and governance solutions but also to carry out
independent monitoring of water management in the country. Such research and
engagement of academia can directly feed into policy and regulatory decisions.
Fifth, there is only marginal improvement in the understanding of the
importance of clean drinking water in Pakistan. Public investment is still
deficient and communities are also unaware about the impact of clean water.
164

Some international research studies have found that poor quality of water is
indeed a bigger factor leading to childhood stunting as compared to poverty.
There is a need to organise a mass campaign to highlight the importance of water
quality and conservation. The purpose of such awareness should be how society
at large can act to address water woes faced by the country.
Published in The Express Tribune, June 9th, 2018.
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Excise duty: FED challenges growth and
development objectives
By Naveed Iftikhar / Khawer Hayat Cheema
Published: February 26, 2018.

ISLAMABAD: While buying an Economy Class return ticket for Islamabad to
Karachi, each passenger has to pay Rs5,000 in federal excise duty (FED) on top
of the fare besides embarkation tax, airport tax, security fee and advance tax.
It certainly makes air travel very expensive considering the current position of
socio-economic development in the country. Very few Pakistanis and
economists have questioned the imposition of such a high FED on air travel that
has hurt the aviation sector.
Indeed, aviation is not the only sector that is suffering due to the FED. Other
sectors include cement, banking, imports, marketing, telecommunications and
business outsourcing.
Earlier this month, leading young economist Dr Vaqar Ahmed shared in the
Karachi Literature Festival that Pakistan has 56 taxes and 13 different tax
agencies. In this scenario, it should not be a surprise that Pakistan’s ranking in
the paying taxes indicator in the Ease of Doing Business Report 2018 is 172
among 190 economies of the world.
With such a worst performance in terms of facilitating taxpayers, how can we
expect more tax collection and private sector development?
Indeed, there are many issues confronting the tax system in Pakistan, but we will
focus only on FED in this article.
Loopholes
Excise duty is supposed to be imposed on manufacturing, sales and the use of
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products that are to be discouraged or if the use of those products is harmful for
human health, such as cigarettes or alcohol.
In addition, governments may impose excise duty on some imports to provide
benefit for domestic manufacturers in comparison to importers. FED on any
product/service pushes up its price and discourages its consumption.
A look at current practices pertaining to FED shows various loopholes that need
the attention of policymakers. FED is based on the Federal Excise Act 2005 that
was passed almost five years before the 18th Constitution Amendment after
which provinces also levied different types of taxes.
They have imposed 16% FED on banking services, advertisements on cable TV
network, vegetable ghee, cooking oil and chartered flights.
Apart from this, Rs1.25-per-kg FED has been imposed on Portland cement,
aluminous cement, slag cement, super sulphate cement and similar hydraulic
cement, whether or not coloured or in the form of clinkers.
FED at the rate of Rs17.18 has been imposed on every hundred cubic metres of
liquefied natural gas (LNG). On telecommunication and franchise services, 17%
and 10% in FED are collected respectively.
FED share in overall taxes
Some may argue that the FED adds to the collection of tax revenues. Actually,
it only contributes around 5% to the total federal tax revenues.
Its abolition from air travel, essential banking services and cement will enhance
the market of these sectors, which will, in turn, help the government to collect
more taxes besides achieving many socio-economic objectives.
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It is believed that the FED is only imposed on the products that are harmful for
human health or when there is an economic or moral rationale to discourage the
consumption of a product or service. That’s not true.
FED on cement, air travel, LNG and vegetable ghee and cooking oil negates the
very objectives of economic growth and development.
Under the China-Pakistan Economic Corridor (CPEC), for example, extensive
construction work is going on where cement is one of the key ingredients.
Similarly, Pakistan needs to promote the construction industry to create jobs and
provide housing and other essential infrastructure for the rapidly growing
population. FED, we think, is discouraging the achievement of such goals.
One of the key objectives of the aviation policy, for example, is to incentivise
the aviation sector for socio-economic growth. Conversely, the FED on airfare
is restricting air travel by the people. Air travel is not the luxury anymore.
In Pakistan, air travel is not common as high taxes make it unaffordable for the
majority of population who want to reach their destinations quickly to meet their
social and financial needs. Pakistan needs to facilitate domestic travel to connect
people and places with each other.
FED on some banking services is also against the very motive of the government
to enhance documentation of the economy. On the one hand, Pakistan wants to
improve access to finance and inclusiveness in the financial sector and on the
other it imposes FED on some banking services.
Published in The Express Tribune, February 26th, 2018.
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Search for ‘science’ in industrial policies
By Naveed Iftikhar
Published: February 14, 2018

In the first decade of this century, Dani Rodrik, a famous Harvard economist,
published a paper titled Industrial Policy for the Twenty-First Century.
Astonishingly, the word science was not mentioned once in the paper. The
author failed to recognise the importance of science for promoting industrial
competitiveness. Why should we be concerned? Simply because policymakers
and economists of developing countries blindly follow prescriptions coming
from academics of Ivy League universities. Consultants and academics continue
to share the 10 principles mentioned in the paper as policy prescription for
developing countries.
I have also witnessed citation of this paper by both leading academics of
Pakistan and international consultants from faraway lands, during policymaking
meetings and forums. I would like to share how and why this myopic perspective
about industrial policies has affected the thought process in Pakistan and what
are the ways to address this issue.
A comprehensive industrial policy for Pakistan does not exist at the moment.
However, various policy documents in other domains contribute towards the
goal of industrial competitiveness in the country. For example, I reviewed the
Strategic Policy Trade Framework 2015-18 by the commerce ministry. It should
not be a surprise that the word science does not appear in this document (except
appearance in the name of science and technology ministry). Currently, there is
much hype about CPEC. The long-term plan document uploaded by the
Planning Commission does not mention science even a single time, despite the
fact that China itself is now heavily focusing on science to take its economy to
the next level.
At the moment, global auto industry is much into electric and driverless cars and
innovative modernisations of the era. It is not only happening in the US and
Europe, but also in stalwart nations in the developing world, China and India. I
searched the Automotive Development Policy 2016-21 accessed from the
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website of the ministry of industries and production. No such concept exists,
even not as a distant dream mentioned in the policy.
Indeed, the world is developing its industrial strategies by focusing on
discoveries/inventions in space technologies, biotechnology, genetic
engineering, nanotechnology, pharmaceutics, artificial intelligence, renewables
and brain sciences, among others. However, we are still stuck in the century-old
paradigm of managing fiscal and monetary imbalances in the country without
giving due attention to science in our industrial, economic and development
policies.
I am not merely interested to see the word science in such policy documents.
The purpose of my search for the word in the documents was to understand the
degree of priority we give to it in our planning processes. There are many words
such as technology, innovation, knowledge economy and competitiveness but
policymakers and economists have little understanding that science is a
prerequisite to many of such goals.
Some may argue that countries like Pakistan do not have sufficient resources to
invest in science. This is not true. Whatever little we are investing in science, is
actually being wasted due to a lack of scientific culture and a non-conduciveincentive-structure. Indeed, we rarely pose a question of value for money to the
agencies spending on scientific endeavours. There are many Pakistani scientists
who have reached high echelons in academics and research in different parts of
the world, but we are unable to utilise their advice, not because of the lack of
resources but due to the lack of openness to new knowledge and being noncognisant of the importance of science. Some economists may argue that we
first need to focus on macroeconomic stabilisation, education and health, among
others, before moving towards science. Such sequencing only exists in the minds
and models of economists! The real world is much complex and it requires
simultaneous response on many fronts.
Governments mostly invite economists and international development
professionals for devising policies on industrial development. There is no
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practice of engaging scientists in this process. Science and technology-related
policies exist in parallel with industrial, trade and investment policies with a
little integration among them. Secondly, our private sector is also not keen
towards these new concepts. Nadeemul Haque, a well-known economist, often
proclaims that our industrialists indeed operate like absentee landlords. They are
not bothered about putting efforts to gain competitiveness as rent seeking and
property speculation are their favourite modes to make profits.
Recently, the UK announced its industrial strategy and the main focus is on
science. The word ‘science’ has appeared almost a hundred times in the strategy
document. “We will build on our existing strengths, from cyber-security,
machine learning, microelectronics design and composite compound chip
technology to biotechnologies and life sciences such as genetics and cell
therapies,” the document stated. Various universities in the UK have started
adopting the US model of advancing and applying critical knowledge to enhance
the UK’s industrial competitiveness.
How can we address the crises of the missing science in Pakistan’s industrial
policies? First, we need to make it more interesting for children, for
understanding the complexities of the universe and to have the passion to pursue
it as a career. Second, scientists and young entrepreneurs should be engaged in
the industrial and economic policies of the country. Third, there is a need to
integrate industrial, trade, investment and science and technology policies.
Finally, political parties should include their vision in manifestos for integrating
science with industrial policies in Pakistan. In two pieces in this newspaper
titled, the tales of politics and science and the road to knowledge economy, I
focused on the role of politicians and policymakers to promote the culture for
science’s advancement in Pakistan. Dr Venki Ramakrishnan, a Nobel laureate
and president of the UK Royal Society, has said in a piece published in the
journal Nature “too many big companies have become too focused on shortterm possibility at the expense of productivity. Governments must not make the
same mistake.”
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IGNITE, a national ICT R&D fund of the information technology and
telecommunication ministry, has been awarding competitive grants to the
private sector for developing and applying modern technologies which would
prove beneficial in coming days. Other public-sector grant awarding institutions
should also follow this model to focus on the fourth industrial revolution. The
defence sector, in particular, needs to focus on science to match capabilities for
the 21st-century defence and to generate spillovers towards civil technologies.
Published in The Express Tribune, February 14th, 2018.
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The puzzle of hostile or friendly
neighbours
By Naveed Iftikhar / Komal Shakeel
Published: September 29, 2017

Last week, Indian and Pakistani delegations for the United Nations General
Assembly (UNGA) meetings in New York were coining new phrases to blame
each other such as “mother of terrorism” and “factory of terrorism”. There is
something about the UNGA conference halls that creates an air of glamour and
vigour so intoxicating, that the able representatives of the two mighty nations
easily slip into their flair for dramatics and antagonistic antics against their
immediate neighbours.
And yet, many of our friends and networks who have lived/studied/worked
abroad can testify to a completely opposite behaviour when nationals of these
two countries share space in a different context. The puzzle of Pakistan-India
relations oscillates on two extremes of the spectrum. This experiential analysis
aims to shed some light. Experiential, because it is based on the observations
and experiences related to this phenomenon. We’d urge students of international
relations and diplomacy to use a more sophisticated methodology to study the
same question.
Despite hostile relations between the Indian and Pakistani governments, the
diaspora from the two countries living abroad generally get along well with each
other. They celebrate Eid, Diwali, Holi, birthdays, cricket matches, weddings
and many other social events together. On the contrary, nationals from countries
with whom Pakistan enjoys warm diplomatic relations, for example, China and
Middle Eastern countries hardly cross paths socially. Drawing a similar
comparison for India, the same phenomenon holds true in the case of IndoRussian interaction.
While studying in the US, one of the authors observed that many Pakistani and
Indian students used to work together on academic assignments. Students from
both countries were often found in each other’s residences on social gatherings.
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On one occasion, one of the authors jokingly remarked to a fellow student who
was rather popular among members of the fairer sex, on why he is so intimate
with the people of an enemy country? He smiled and responded, “I would never
compromise on Pakistan’s stance with India but why should it stop me from
developing friendships with beautiful people from a neighbour?”
On a comparable note, we often hear about IT companies founded by Indians
and Pakistanis who employ and even prefer talent from their hostile neighbours
with absolutely no qualms about the status of diplomatic ties.
While studying in the UK and China, one of the authors observed that during
seminar discussions involving the colonial past of the subcontinent and the
policy debates featuring the dissent between the global North and South, Indian
and Pakistani students share somewhat the same stance. The sentiment of
colonial extractionary past and the sense of wrongdoing prevails on both sides
of the border.
Social interactions also present a very interesting ground for research. People on
both sides have a deep fascination about each other’s culture, including music.
Indian students would greatly appreciate the latest in Pakistani Coke Studio, for
example, while Pakistanis may defend the parenting skills of Kareena Kapoor
with steadfast ferocity.
Personal accounts of the authors, and interactions with Indian students,
academics, and professionals in the US, resulted in an understanding that there
is definitely no terrorist in an ordinary citizen. We can say with confidence that
our Indian counterparts would confirm the same about Pakistanis. Moreover, in
candid conversations, both Indians and Pakistanis will say that the governments
of both countries should find a way to resolve all disputes peacefully and to let
us cross the borders.
We discussed this paradox/puzzle with a few friends and they pointed to factors
such as common language, culture, and the craving for the spicy food in both
countries. Some also pointed out that as people from both countries can’t meet
174

each other in their home countries, they are highly curious and fascinated about
interacting with their hostile neighbours when they do find such opportunities.
Nonetheless, some Pakistanis do point to biases and prejudices of Indians in
professional environments. One of the authors had one such encounter in the
US. While presenting a research paper on Gwadar in a conference, the
discussion focused on how Pakistan and China were raising a new city on the
pattern of Shenzen. Instead of a serious dialogue, an Indian academics started
mentioning rifts in Balochistan. The author (also a speaker at that time) had to
resort to pointing out separatist movements in India and their severity being
more in comparison to the foreign-funded conflict in Baluchistan.
To be fair, one can say that there would be occasions where role reversals may
occur. Pakistan and India take turns at being the antagonist. Personal accounts
can be diverse! Beyond experiential evidence, we’d like to highlight last year’s
skirmish between India and Pakistan after the Uri attack. As Pakistanis have
suffered the conflict for a long time, the media and intelligentsia on this side
were advocating to pursue peace and dialogue to resolve issues. While in India,
the media and many leaders were trying to push their country to wage a war
against Pakistan. There have been many attacks in Pakistan which were
allegedly associated with India but Pakistanis still advocated peace and
dialogue. The Pakistani state and people have been urging dialogue but the
Indian state and intelligentsia have been making efforts to isolate Pakistan. We
think there was a vivid contrast on this issue on the two sides of the Pak-India
border.
There are many questions which emanate from this brief account of paradox of
friendships between Pakistanis and Indians. Why people from the two countries
continue to nurture friendships with each other when the two states are at war?
Is this an exception in the international world or does it hold true in other cases?
Despite such warm sentiments between people across the borders, why have
people failed to convince the states to make peace with each other?
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However, the biggest takeaway of the above account is that both India and
Pakistan should resolve their conflicts peacefully and should pave the way for
prosperity and development in South Asia. It also points to the need of enhanced
cultural interactions between China and Pakistan if they both are vying to build
a long-term partnership for implementing China-Pakistan Economic Corridor.
Published in The Express Tribune, September 29th, 2017.
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Our intellectual crisis
By Naveed Iftikhar
Published: September 2, 2017

On the country’s 70th independence anniversary, media pundits, anchors,
politicians, and columnists were counting a range of problems faced by Pakistan
but failed to debate the intellectual crisis here. Switch on any television channel
during the “prime time”— or even any time for that matter — the same faces
everywhere will be holding forth ad nauseam on trifling but sensational issues
of the day. The quality and scope of the discussions have decayed at a level that
one can’t watch TV with young kids anymore.
Similarly, you enter any decent book store in a major city, it will be full of books
about the military, wars, extremism, conspiracy theories, and autobiographies
of politicians. This is the tip of the iceberg. I would call it an intellectual crisis
in the country.
Politics is the most popular topic in TV shows, bookshops, drawing rooms, and
even offices. We seldom steer the national conversation around questions such
as: how to fix the fragmented education system? Which curriculum can better
promote critical thinking in children? How can Pakistan promote scientific
research? Why is there a low ranking of Pakistani universities in international
lists? How to take care of the elderly population in the society? How can the
state guarantee healthcare to the vulnerable segment of the society? How to
foster tolerance in Pakistani society? Why do our cities rank low in international
rankings? Or the reason why Pakistan’s private sector could not leave a mark
internationally?
If we think that politics is the key to fixing these issues, it is yet another
manifestation of the intellectual crisis in the country. We need to re-evaluate the
use of airtime on TV and focus on steering the conversation to matters of
substance instead of mere politics.
Pakistani society lacks bottom-up ideas and knowledge to address many of these
challenges. Both demand and supply of ideas are severely constrained.
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Policymakers and media do not want to involve academicians, researchers, and
experts on key policy debates. Instead of engaging serious academicians and
genuine experts at the international level, our media and society give undue
weightage to any ordinary foreigner (especially having white skin) as political
analyst.
On the other hand, the domestic community of genuine intellectuals is weak and
ineffective in making an impact on the discourse. Experts can be found in any
nook and cranny because specialisation in a given field is not necessary to
become an expert amid a “crisis of intellectuals” In any society such individuals
add value by examining the consequences of prevailing policies, norms, and
behaviours with the aim to challenge the dominant views and perspectives about
society and human interaction. However, many of these self-proclaimed
intellectuals in Pakistan belong to the elite class. Neither do they understand
issues important to common people, nor do they speak the language which is
fathomable by the majority of the population in the country. Encouraging
participation of voices from diversified social groups is of utmost importance.
A little effort on behalf of media personnel ensuring that a representative panel
of experts including women, religious and ethnic minorities can render fruits
manifold.
Today’s social, scientific, security, and economic challenges are so complex and
intertwined that no single institution or person can claim to have an expertise on
everything. This is the reason that successful nations put a lot of emphasis on
creation, diffusion, and application of knowledge to resolve pressing challenges.
Governments, corporations, media, military, and civil society organisations in
the advanced nations give space to collective wisdom and external advice. And
the academicians, researchers, and experts respond to the needs of the societies.
This type of market of ideas and knowledge is absent in Pakistan. Libraries and
culture of reading are absent in government offices, corporate sector, and even
educational institutions. Some may argue that these are the luxuries only
developed countries can enjoy. I have strong contentions against it. The market
of ideas and intellect emerges “before” not “after” the development. As
evidence, it would be appropriate to see the origin and contribution of The
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Republic of Letters. This intellectual community — spread on the both sides of
the Atlantic Ocean — formed the basis of enlightenment revolution and
knowledge-driven prosperity during the seventeeth and eighteenth centuries.
Europe and America were not developed at that time but the intellectual
community was mature enough to create the market of ideas. Pakistan is still far
from such a reality even in the twenty-first century!
In the short run, we need to diversify the scope of our discussions and dialogues
beyond politics. Civil, military, and corporate establishments in the country
need to realise that we are living in a knowledge economy and competitiveness
lies in the creation and application of new knowledge. We need to promote the
culture of libraries and book-reading in all segments of the society.
In the long run, we also need to equip our future generations for critical thinking
and demanding accountability not just from politicians but also thought leaders.
Published in The Express Tribune, September 2nd, 2017.
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Why can’t Pakistan fix education?
By Naveed Iftikhar
Published: July 20, 2017

Every Pakistani now believes that education is central to economic and social
development. And policymakers proclaim it as a top priority. Resource
allocation may have been increased but it is not optimal yet. Advocacy groups
and media have enhanced awareness about the importance of the improvement
in education. However, educational quality and outcome, especially in public
sector schools, have not improved proportionate to resource transfer and
enhanced awareness.
An industry of technocrats, advocacy experts, researchers, philanthropists, data
analysts and consultants of the public sector schooling system has emerged in
Pakistan. Many of them have neither attended, nor are sending their children to
public sector schools. So, they are unable to diagnose the fundamental flaws in
public schooling and the overall education system.
Until the early 90s, there were fewer elite schools and the rest of the children
from middle-class and marginalised segments would study at the same place.
The quality of education was certainly not satisfactory but the children had the
opportunity for mixed interactions among their peers coming from diverse
backgrounds. Moreover, as many of the local influential families would send
their children to public schools, they exercised some surveillance and put
forward a strong demand for better quality of education.
However, due to the mushroom growth of private schools, only children of
marginalised segments of society are now left in public schools. Despite the socalled experimental research, deployment of monitoring systems and the
introduction of smart technologies, the quality of education in public schools
has deteriorated. Academic papers and fancy reports on public schooling
interventions make routine appearances but we do not see results on the ground.
Families that send their children to public schools are not able to exert local
influence and are powerless to demand better quality of education. Furthermore,
most of the private schools that are attended by the children from the lower
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middle-class and marginalised segments are imparting low quality education
due to the poor quality of teachers.
The fragmented education system has negative implications for upward mobility
and social cohesion. There is hardly any research or dialogue on the need to
reconcile this widening gap in the education system. A class-based education
system can’t be a harbinger of social and economic inclusion. This has indeed
led to social conflicts and tearing apart mixed interactions in the country. It is
now near impossible for students of public schools to compete with those
coming from elite schools and family backgrounds.
The English language continues to reinforce inequalities in educational
achievements. Students from elite families enjoy studying in relatively better
English-medium schools and they do gain its reward in national and
international academic pursuits. But English often acts as a barrier to education
and decent careers for a majority of the population.
No policymaker, politician, education consultant, bureaucrat or even a teacher
of public school sends his/her children to public schools. This alienation and
vote of no-confidence towards the public education system can’t be
compensated with digital surveillance or increments in financial resources.
Because when the powerful elite doesn’t have a stake in improving any public
service that service remains marginalised as compared to the one where they
have deep interests in.
There are a number of reasons leading to this gap. Firstly, teaching in a public
school is not a profession of choice, especially amongst the male population.
Many of the teachers are those who could not get a job somewhere else.
Secondly, bureaucrats and clerks of education departments humiliate public
school teachers — not to mention, the politicisation of transfers and postings.
Thirdly, the public schooling system still focuses on testing photogenic memory
of the kids in this age of high demand for teamwork, creativity, love for
knowledge and problem solving abilities.
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Fourthly, lack of affordable and safe public transport continues to deter
enrollment of girls in high schools as they often travel far from villages and
sprawling settlements of cities. We can see advocacy and concerns on girls’
education nationally and internationally but little improvement in transport
system for them. Due to investment in a bus fleet, for example, the University
of Gujrat has attracted a high number of girls from rural areas in Gujranwala.
Fifthly, public and school libraries have disappeared. Elite kids still enjoy these
facilities in clubs but middle-class and poor segments are deprived. Sixthly,
vocational education in schools is limited and irrelevant. The dropout rate after
middle and high school is high, and these students end their education without
any skill in hand. There are technical and vocational colleges but the mainstream
education system does not focus on employable skill development. Seventhly,
resource constraints and lack of awareness about behavioural issues have a
severe negative impact on student’s performance.
There is a need to challenge the fragmentation of the education system, instead
of merely replicating the arguments related to enhancing allocations and
monitoring with huge state machinery and smart technologies. Without
addressing the fundamental flaws in the education system, the efforts will not
improve efficiency of a system that is leading to chaos and inequality. A real
change will only occur when NGOs for advocacy and research in education start
raising finances from domestic sources instead of international aid.
Published in The Express Tribune, July 20th, 2017.
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Factors that constrain labour productivity
growth
By Naveed Iftikhar
Published: May 22, 2017

DELAWARE: “Productivity isn’t everything, but in the long run it is almost
everything. A country’s ability to improve its standard of living over time
depends almost entirely on its ability to raise its output per worker.” (Paul
Krugman)
On May 4, 2017, the Bureau of Labour Statistics of the United States
Department of Labour released estimates of labour productivity and costs for
the first quarter of 2017.
The bureau has reported a decrease in non-farm business sector labour
productivity at an annual rate of 0.6% in the first quarter of 2017 compared to
the prior quarter.
Furthermore, it records a sluggish increase of 1.1% in productivity from the first
quarter of 2016 to the first quarter of 2017. The US has been witnessing a decline
in productivity growth for quite some time which has severe implications for
long-term growth and prosperity.
Labour productivity is gauged by dividing real output with work-hours of all
workers including unpaid family workers. Another way is to measure the Total
Factor Productivity (TFP), which shows improvement in the real output beyond
contributions of labour and capital.
Simply put, productivity trends show the efficiency of resource allocation and
value creation by the labour force and other productive assets of the economy.
The US witnessed enormous growth in productivity from the 1930s to the 1970s.
Major contributors to productivity growth were: (a) improvement in the quality
of human capital; (b) increase in stock of knowledge; (c) exploitation of
spillovers of the World War II; (d) massive investment in research and
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application of modern machinery and tools in business; (e) development of
country-wide infrastructure; and (f) provision of level playing field for aspiring
entrepreneurs.
This brought improvements in the standard of living in the US. However, since
1980, the productivity growth has been declining except for a brief period in the
1990s, which was facilitated by widespread application of information
technology in business and society.
A recent article in the Wall Street Journal, titled “US productivity fell in the first
quarter”, mentioned the weak trend of productivity growth. “The five-year
average for the quarterly measure has scuffled near the lowest level since 1982,
when the US was mired in a double-dip recession,” it said.
Economist Robert Gordon has eloquently discussed this decline in labour
productivity and TFP since the 1980s. He has also projected a pessimistic
scenario of productivity growth in coming decades.
Secular stagnation
However, the opposite camp highlights the deficiencies in the measurement of
real output and living standards. Many modern technologies have reduced the
price of information and luxuries which are not being taken into account at the
moment.
Regardless of these opposing arguments, there are considerable signs of secular
stagnation in the US economy. As often put forward by economist Lawrence
Summers, this situation is more of “secular stagnation” in the US and other
developed countries.
Secular stagnation refers to a long-term decline in economic growth which
cannot be explained by routine business cycle fluctuations.
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The question arises why is there such a decline in productivity? As the dust of
the global financial crisis is settling, the dialogue is now moving beyond text
book-based fiscal and monetary policy analysis.
In addition to demography-driven constraints, business dynamism is now
gaining traction in policy dialogues. New firm formation and business churning
– reallocation of resources to more productive and growing firms – have been
the key to productivity growth.
The Brooking Institutions and National Bureau of Economic Research have
published many studies which report declining business dynamism in the US.
Young and small firms are not expanding employment generation and value
creation in the way they used to.
President’s Economic Report 2016 reported: “Productivity-enhancing channels
may be weakening as the rate of new firm formation has been on persistent
decline since the 1970s as have various measures of worker mobility and job
turnover. The share of patenting by new firms has also been on the decline.”
Evidence is still inconclusive regarding reasons of slowdown in firm formation
and their subsequent growth. However, potential candidates of research point to
technology-driven outsourcing and automation, inefficiencies in the patenting
process, high cost of regulations, decrease in public sector funding for research,
distortions in competition (which favour large firms), shortage of skilled bluecollar workers and rising inequalities.
There are nascent signs of recovery in the US economy. The Economist reported
in March “the American economy has added jobs for 77 months in a row”.
There is also speculation about the return of offshore reserves of American
companies worth $1 trillion, which may further boost investment. However, it
is still too early to conclude whether these developments will improve or worsen
the business dynamism which can accordingly influence the productivity
growth.
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Pakistan’s case
In Pakistan, labour productivity has been slow for many years, estimated at
around 1%. Implementation of social and labour standards could bring economic
benefits over the medium term through increased motivation and worker
productivity.
There have also been calls for labour law reforms in a bid to enhance worker
welfare and productivity.
According to International Monetary Fund (IMF) Managing Director Christine
Lagarde, living standards around the world could fall unless governments invest
more in research and education that can help revive weak productivity growth.
Economists have long viewed productivity gains as essential for sustaining
higher wages and living standards, but have struggled to explain a protracted
slowdown in productivity growth since the early 2000s.
Lagarde said the post-crisis recession has left a “permanent scar” on output per
worker and TFP, a broad measure of innovation that includes both labour and
capital inputs.
Published in The Express Tribune, May 22nd, 2017.
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The English Sarkar
By Naveed Iftikhar
Published: March 17, 2017

Linguistic discrimination is a widely-used tool to reinforce authority,
dominance, injustice, and biases across the world. A similar phenomenon
appears to hold in Pakistan’s public sector and it has in fact gone to the extent
of apartheid through the (mis) use of English language. Let me clarify first that
the purpose here is not to contribute to the dialogue on the use of English or
Urdu as a language for official correspondence. The objective is to share
experiences and insights that English is no more just a medium of
communication in the public sector. Instead, it is a barrier to entry for many, a
ladder to career progression for few, and a source of inefficiency and
mismanagement in the public sector of Pakistan.
English proficiency is one of the fundamental criteria for entry into the public
sector. Be it a CSS exam or lateral entry, less importance is given to an
individual’s creative abilities, the quest for knowledge, problem-solving skills,
and even expertise to deliver on duty. Instead, a proficiency in English language,
memorisation skills, and higher academic scores hold key importance in the
competitive exams for entry in the public sector. And in case of lateral entry,
often, it’s the connection with the elite circles. The recruiters pretend themselves
as well-versed in English language and literature. Resultantly, they disconnect
themselves from the majority of people in Pakistan who don’t speak and
understand English. It was not a surprise that once Pakistan’s bureaucracy was
dominated by candidates from elite English medium schools and colleges with
a majority having degrees from English departments. It was difficult for others
to compete with graduates of those schools, particularly in English language
proficiency. Due to weak English proficiency, students from rural and less
privileged urban schools continue to struggle for educational achievements and
entry into the public sector at a decent level.
Public officials admire the ones who write or speak English well within their
cohorts. It has become a means of discrimination and differentiation between
proficient and non-proficient English language users in the public sector.
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The productivity of a sizeable proportion of public sector officials is limited due
to spending significant time on either pointing out errors in correspondence
written in English by their junior colleagues and support staff or editing their
own writings on the direction of their seniors. The sentence formation,
placement of punctuation and formatting of the document get more attention
than its content and spirit. At times, whole Division/Department is involved in
structuring sentences of a few pages for days. Not to mention, the countless
reams of paper and ink purchased with public funds wasted in printing the
evolving versions of the documents. The documents that evolve after this
tedious process include the so-called policy briefs, working papers for the
meeting, letters, minutes of the meetings, noting on the files, summaries for
higher executive offices, responses to the parliamentary forums and committees,
speeches for ministers, responses of audit paras, PowerPoint presentations,
explanations of the cases in courts and others. The astonishing amount of time
spent on such drafts often help executive officials to keep political
representatives and people at large unaware about the actual situation of a
problem or issue under review.
Only a fraction of time is spent on critical analysis of the issue under
consideration and evolving solutions through utilising the human resource and
institutional capability available. Most of such accounts of misuse of English
can be found in federal and provincial secretarial ministries/departments. The
unfortunate reality is that policy formulation work (if any) is either outsourced
to attached departments/organisations or to local and foreign consultants. For
more insights into mismanagement of the public sector, I would recommend
reading an Urdu book, Kaghaz Ka Ghora (Paper Horse) by Aksi Mufti. The
book has amusing and at the same time distressing stories and anecdotes of
inefficiencies in the public sector.
I am unable to propose a solution of any of the above problems now. The
purpose here is to highlight how our English Sarkar hides its inefficiency behind
the archaic style of sentence formation accentuated by the art of complex
punctuations. The aim here is to open a dialogue on one of the least discussed
sources of inefficiency in the public sector. Nazir Ahmad Wattoo, a famous
social worker of Changa Pani fame, once asked me: “What’s wrong with
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Pakistan’s policies?” And then he replied himself: “Policies are thought and
drafted in English, communicated in Urdu, and implemented for and by the ones
who speak and understand only local languages.”
Published in The Express Tribune, March 18th, 2017.
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The paradox of education system in the US
By Naveed Iftikhar
Published: February 27, 2017

The higher educational institutions of the US rank exceptionally high in
international comparisons but school education has long been struggling with
acute challenges. It doesn’t mean that the higher education system is without
any flaw. Student debts, for example, have risen to the level of $1.3 trillion for
approximately 44 million borrowers. The phenomenal increase in university
dues in the last couple of decades can best be characterised as “moral hazard”
and “free rider” problem.
A clean check (of student loan) for a college degree for almost everyone,
anywhere in the US encouraged many students to go for it who did not qualify
and universities made enormous money by increasing fees and admitting those
students. Fraudulent cases of for-profit higher education institutions increased
enormously during the last few decades. It was reported last month that the
Obama administration forgave student loan amounting to $558 million against
28,000 students. Many such cases were approved earlier under the “borrower
defence” statue and still a considerable number of such claims is pending. The
quality of education, no doubt, in higher educational institutions is high but still
many issues relating to diversity, access, research relevance and teaching
practices need to be addressed.
However, school education system is facing more grave challenges. The quality
of the school and college education provided impetus to labour productivity
growth in the US during first three quarters of the twentieth century. With the
vanishing of 7 million manufacturing jobs since the 1980s and automation of
numerous services jobs, school education has lost relevance for employability.
The modern blue-collar jobs in manufacturing and services sector require a
relevant skillset and a good orientation to Science, Technology, Engineering,
and Mathematics (STEM). This is probably evident in the labour market trends.
In a recent paper, where have all the workers gone? Economist Alan Krueger
cited: “young men who did not work at all over the entire year rose from 10
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percent in 1994 to more than 20 percent in 2015”. These are mostly having no
college (4 years undergraduate) degree. It is safe to assume that many of them
were unable to find a job with school education (K-12 or lower). During the
World War II, the focus of school education was to provide employable
technical and professional skills which enabled school certificate holders to get
reasonable blue collar jobs and it gave significant impetus to economic growth
and productivity. However, the momentum was lost after the 1950s. The latest
ranking of the Programme for International Student Assessment revealed below
average performance of US school students in math and science. And it was
even lower than few Asian nations.
Federal funding and state initiatives are sponsoring technical and professional
education but the size and efficacy are still limited. The resource constraints and
stigma associated with technical education both have contributed to slow growth
in technical and professional education at school level. The book, Reskilling
America, by Katherine S Newman and Hella Winston, reported that the
Department of Education spent $1.75 billion for the career, technical and adult
education out of total received federal funds amounting to $67.3 billion in FY
2014. They remarked, “The United States was a mighty industrial power in the
past and could be once again, but not until we find it in ourselves to respect what
workers produce as much as we admire lawyers, doctors or Silicon Valley
computer wizards.”
The need for more quality workers can be judged from the automotive
production in the US. In 2016, the automotive sector produced 12 million
vehicles with 214,000 workers while they produced 9 million vehicles with
260,000 workers in 1990. The manufacturing sector is reviving after the crisis
of 2008 with better investment in automation and capital intensive investments.
They can easily find engineers from home or abroad but face tremendous
difficulty to find trained workers who can work with hand and head.
When students from around the world flock to the US for higher education, the
US itself is increasingly looking towards other countries for technical and
professional education. Michael Froman delivered his last speech in January
2017 as US Trade Representative and specifically mentioned Singapore’s Skills
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Fortune Programme, Korea’s focus on scientific and technical skills, Australia’s
competitive system of worker placement, Germany’s apprenticeship, and labour
union job support programmes in Scandinavian countries to draw lessons.
The school-choice and local financing of schools appear a cool idea on paper
but it has embedded inequalities in school education in the US. Well-off people
flock to areas where school ratings are higher and thus contribute higher taxes
towards school financing—making it easier for the already better schools to
recruit high-quality teachers and to provide other sophisticated teaching aids.
Success creates further success! It has led to a concentration of low-income
students in inner-city schools and well-off students in the suburban, charter or
private schools.
An overarching reform of the school system needs to be carried out, however,
bipartisan support for this effort appears out of sight at the moment.
Published in The Express Tribune, February 28th, 2017.
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The rise of the robots
By Naveed Iftikhar
Published: March 17, 2016

Seventeenth century Italian scientist, Francesco Lana de Terzi, envisioned a
primitive design of aeroplanes, but thought that God would never allow it to
happen, due to its potential to damage human society. But it happened and
brought opportunities and no doubt, damage as a result of warfare. Similarly, a
disruptive technology, Robots, seen in Hollywood science-fiction movies a few
decades ago, are now performing simple day-to-day tasks like housekeeping,
farming, sales, stores management and complex functions in hospitals, battles
and the space and automotive industries. Development of social robotics is also
on rise. These carry in-built emotion sensors and artificial cognition to maintain
intimate relations.
Now, the European Commission, the USA, Japan, South Korea, China and other
developed countries, are investing resources in development and use of next
generation robots that can work beside or cooperatively, with human beings.
On the social and economic side, researchers from the Oxford University
estimated in 2013, that 47 per cent of US jobs could be replaced by automation
and computerisation in two decades. Initially, ordinary production jobs and then
through artificial intelligence, performing some of the very creative social and
economic functions. Martin Ford, author of Rise of Robots, is of the view that
after replacing manufacturing jobs, robots will soon take over some of the whitecollar jobs. He has been advocating mechanisms in the form of progressive
taxation and redistribution, in order to avoid potential social instability
engendered by technological unemployment.
The rise of robots has been proven true with the sales of industrial robots,
particularly in the US, South Korea, China and Germany. According to
International Federation of Robotics, “In 2014, robot sales increased by 29 per
cent, to 229,261 units, by far the highest level ever recorded for one year. Sales
of industrial robots to all industries increased compared to 2013.” Their
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estimates show that sales will increase to 400,000 by 2018. The total stock of
operational robotic units in the world reached to the level of 1.5 million in 2014.
In a piece published by the think tank, the Brookings Institute, in March 2016,
Christian Bodewig emphasised the need for focusing on cognitive, social and
behavioural skills in developed and emerging economies in order to prepare a
labour force to compete with robots and artificial intelligence.
What’s important for developing countries, including Pakistan, is to start
thinking about the implications of this technology both, for their labour intensive
exports and remittances coming from low skilled labour force working in
advanced economies.
I often come across encouraging stories in The Express Tribune about young
Pakistani tech professionals developing robots, which present a range of
opportunities to be part of the capital-intensive global value chain, but it is
equally important to deliberate on the potential ramifications of robots when
they will be economic enough to enter into our labour market. It may appear too
early a debate for Pakistan, but it is nonetheless a timely one due to the sheer
number of unemployed youth in the country. Smartphones, drones and
communication technologies seemed a distant dream two decades ago, but now
they are becoming ubiquitous — even in Pakistan. The purpose here is not to
scare one away from technology, but to advocate adaptation.
This challenge is not unique to Pakistan. Indeed, it is being confronted by
economies at different levels of development. Many manufacturing and
outsourced jobs have started going back to developed economies due to
availability of customised robots. In a policy research working paper, published
by the World Bank in March 2016, Kaushik Basu has eloquently made a case to
address global issues of inequality and labour market upheavals in developed
and developing economies in the wake of robots and other technological
changes. The paper also highlights the moral and economic benefits of
outsourcing through “labour linking” technologies and, unsurprisingly, Indian
experience of outsourcing from the US, has been discussed in this regard.
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Pakistan has almost missed the opportunity of being part of this information
technology and outsourcing value chain. Now is the time to stage a comeback
and strengthen research in the field of robotics and at the same time, focus on
education and a technical education system, to better equip our future
generations. Notably, Pakistan is still struggling with massive labour migration
from rural areas to urban centers on the wake of marginal mechanisation in
agriculture.
A majority of people were fearful of computers in the 1980s, due to potential
job loss, but they have created convenience and opportunities around the world.
I think the debate of whether robots will enter the labour force or not, has now
changed into a question of who stands to gain or lose in the robotic and
automation revolutio” and how best can one develop appropriate technological,
economic, social and multilateral responses. The same discourse needs to be
adopted in Pakistan: how can our tech industry become part of this global value
chain and what we need to do to transform our education and labour market to
embrace the challenge of robotics and digitalisation. Another dimension of this
debate can include regulatory, fiscal and investment levers, for facilitating our
manufacturing sector in adopting to robotics and automation.
Published in The Express Tribune, March 17th, 2016.
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Why not budget for books?
By Naveed Iftikhar
Published: May 19, 2016

My six-year-old son and two-year-old daughter wait anxiously to pay their
weekly visit to the nearby New Castle County’s free public library, here in
Delaware, US. They say that it is fun to go to the library, participate in storytime
activities and choose their favourite books to read, which they finish in a week’s
time. Today, before leaving the library, I thought about checking the budget of
these public libraries. I came to know that there are 15 libraries run by this
county for its residents, equivalent to half the population of Islamabad, with a
total operating budget of about $13 million. Additionally, there are schools,
colleges, community centres and universities in the same region, each having a
high-quality library.
Then I thought about the likely dialogues going on in the power corridors of
federal and provincial governments in Pakistan at the moment. Influential
groups and associations would be advocating for subsidies, tax incentives and
mega-infrastructure projects to get a pie in the roughly $45 billion federal budget
and the $30 billion provincial budgets. The energy sector alone has consumed
almost $30 billion in the last eight years. The simple question is: how much
budget, if any, will be allocated for the establishment and expansion of public
libraries in cities and towns across the country?
Some may argue that being a developing country, Pakistan needs to focus on
mega projects related to energy, road infrastructure and industrial parks. Some
may term public libraries a luxury for a country like ours. But I do not agree
with these arguments. First, given that we are a developing country, there
probably is more of a need to invest in books and education here. Second,
allocating budgets for public libraries is a matter of priority as we can see multimillion dollar funds being doled out either for inefficient operations of stateowned enterprises or for mega projects, while the majority of medium- and
small-sized cities and towns don’t even have a single library, and if there is any,
the service and quality they provide, both leave a lot to be desired. As the main
consumers of neighbourhood public libraries anywhere are children and senior
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citizens, often the most marginalised or least cared for segments in Pakistan, it
is no wonder that there is little focus on developing something that they will
have the most use for.
This issue is not only related to resources and prioritisation; it is also embedded
in the flawed institutional architecture of the country. First, we have not allowed
local governments to flourish enough to think about these issues and devise
appropriate strategies to serve local communities. Whenever local governments
have been formed, they were either to serve a military dictator or were
handicapped during democratic regimes. Nadeemul Haque and Ali Cheema
have been writing on the importance of developing vibrant cities and functioning
local governments respectively, areas that need to be focused upon by
policymakers and the people at large.
Whenever proposals for any educational or intellectual initiative are made, the
discussion triggers towards controversies relating to federalism and the blame
game starts between federal and provincial governments instead of there being
an effort to develop a coherent strategy to achieve such goals. My point here is
that if metro buses and flyovers can be sponsored in cities by federal and
provincial budgets, why not support small cities and towns to establish public
libraries? Moreover, due to the flawed taxation system, it has become easier in
Pakistan to extract money from the poor through a higher rate of general sales
tax (GST) on goods and services instead of collecting property taxes and capital
gains from the elite. Property taxes are major sources of revenues of vibrant
cities but these have long been neglected in Pakistan as the imposition of
customs duties, GST and federal excise duties are the preferred modes of
revenue collection even though these are regressive in nature.
American Economist Edward Glaeser in his book about Abbasid
caliphs, Triumph of the City, wrote that “they collected scholars as if they were
valuable baubles and eventually massed those minds in the House of Wisdom,
a sort of research institution whose first job was to import the world’s knowledge
and translate it into Arabic”. He has made this argument to emphasise not only
how physical proximity matters for the growth of knowledge and ideas, but that
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it also reflects the tradition of thriving societies which allocate resources for
knowledge. Glaeser highlighted the same process in ancient Athens and modernday New York City.
Planning Minister Ahsan Iqbal is leading the campaign for educational
enrollment, which is appreciable. However, there is also a need to create the
right ambience for knowledge and cultural growth in our cities and towns. I can
only hope that in the upcoming federal budget there is a specified budget for
books and public libraries, and our fiscal analysts, politicians and
macroeconomists start analysing such aspects of the budget instead of merely
making arguments for and against fiscal deficits, subsidies and tax rates.
Published in The Express Tribune, May 20th, 2016.
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The road to knowledge economy
By Naveed Iftikhar
Published: September 9, 2016

Peter Palchinsky, an engineer by profession and policy adviser of the Soviet
Union, was executed in 1929 by the then tyrannical Soviet regime. His
unpardonable sin was the independent opinion on the Soviet Union’s
infrastructural, industrial and scientific ambitions at that time. He was of the
view that keystones of a knowledge economy and technological advancement
were political, social and educational. In short, he was against autocratic
decision-making and a top-down approach to development. Some time ago,
several aspects of his life were uncovered in the book, The Ghost of the
Executed Engineer: Technology and the Fall of the Soviet Union. Palchinsky
failed in his ambitions, and so did the Soviet Union in chasing the goal of
becoming a knowledge economy.
Slogans of turning Pakistan into a knowledge economy have been echoing in the
political corridors but the reality is that the country ranks 126 out of 140
countries in the global competitiveness indicator of the World Economic Forum
— while India is ranked 55, Iran 74, Turkey 51, South Africa 49, Kenya 99,
Ethiopia 109, Malaysia 18 and Indonesia 37. When it comes to innovation and
sophistication factors — sub-indices of the same dataset — Pakistan is ranked
89, Indonesia 33, China 34, Sri Lanka 41, India 46, Turkey 56 and Ghana 65. I
won’t delve into the accuracy and relevance of this (or other similar) indicator(s)
in this piece, so will take the aforementioned ranking as an approximation of the
current state of knowledge, institutions and competitiveness. If you ask anyone
in the country about the reason behind this poor performance, the answer would
be resource constraints. However, I feel that the question of the abundance or
paucity of resources comes at a later stage. The foremost prerequisite is to be
open to new knowledge and ideas, something which does not need a lot of
money. A knowledge spillover can be achieved and sustained by attracting and
respecting talent. Unlike in the erstwhile Soviet Union, government officers and
policy experts are not hanged (at least by the state) in Pakistan on account of
their independent opinions. But they are isolated and stereotyped for their
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independence of thought. Governments don’t want diversity of opinion on
projects and plans. Resultantly, the public sector is no more a talent magnet.
Recently, a piece by Ayesha Siddiqa titled “The old man & the sea” appeared in
this newspaper, which powerfully articulated our aversion to talent and lack of
alternative voices in foreign policy circles. Unfortunately, the public sector is
not unique in this regard. The business sector — and society as a whole — is
also not open to diversity and talent. A routine practice is to appoint an illmannered and spoilt family member as chief executive instead of bringing
professionals to run family businesses. Our business firms are as bureaucratic as
the public sector. If you ask a business owner about the challenges he/she faces,
they will give you a laundry list of governmental weaknesses while giving little
thought to what can be done without the government — being energy efficient,
focusing on product/process innovation, value addition, managerial excellence
and so on. Innovation and knowledge are produced and transmitted in flatter and
decentralised business organisations where ideas jumble up to produce new
products and processes or improve the quality of existing ones.
Internationally, businesses are collaborating and pooling resources — even with
their competitors — to bring innovation to their products and services. But
deceptive practices and rent-seeking through allying with the power corridors
appear to be the ultimate goals of many businesses in Pakistan. During my
experience of managing public-private dialogue in the country, I rarely came
across businessmen talking about collective gains. Instead, the focus was always
on taxation issues and exemptions. The irony is that many of the so-called civil
society organisations have also turned themselves into contractors instead of
developing the civic capacity to address social, political and economic issues at
the grassroots level. The education sector continues to suffer due to a host of
factors. Developing a knowledge economy isn’t just about sending a higher
number of kids to school, it is also about the quality of education and the way it
is imparted and aligned with local and global needs.
Higher education institutions are the ideal platforms for cross-fertilisation of
ideas if the academia can think beyond its current overwhelming focus on
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internationally-funded studies. However, the nascent effort of Information
Technology University, Lahore to attract qualified faculty and to connect
scholarship with industry and society is a remarkable shift. The Punjab
government has also recently announced the development of a knowledge park
for which details are still awaited. We need to be cognisant of the fact that
concentration of high-value businesses emerges when there is a spontaneous
interaction of diverse ideas and resources.
Public policy does have a role i.e., of providing quality infrastructure, enabling
institutions, and funding for research and education. The objective should be to
create an ambience for knowledge and innovation instead of imposing a
solution. Society as a whole needs to demand and practise innovation. For
example, parochial norms and dominance of big corporations in South Korea
made the culture there averse to small-scale innovation and entrepreneurship.
However, the new generation challenged these norms to demand space for new
ideas and exploited knowledge spillovers from big corporations. South Koreans
were successful in completely transforming their culture. And their government
supported the revolution with the world’s highest per capita funding for research
and development.
Let’s turn to cities as they are considered engines of growth and hubs of
knowledge and innovation. In the middle of the last century, American urbanist
Jane Jacobs advocated the fostering of mixed, lively neighbourhoods, and
revolutionised the movement against top-down projects in New York City. She
also critiqued Adam Smith’s idea of efficiency and came up with the notion that
cities develop by adding new and better products/services, not with efficiency
of existing activities. She wrote: “If we were to measure economic development
rate of a city, we could not do so just by measuring its output in a year or any
group of years. We would have to measure, rather, the additions of new work to
its older output, over a period of time, and the ratio of new work to the older
work.”
Our cities continue to make failed attempts to improve efficiency of existing
low-value business activities. There is little thinking about diversity and new
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knowledge. The road to knowledge economy has to be paved with the fostering
of enabling socio-political institutions and respect for talent and diversity.
Published in The Express Tribune, September 10th, 2016.
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The tales of politics and science
By Naveed Iftikhar
Published: November 17, 2016

King Sejong of the Choson Dynasty of Korea in the 15th century is remembered
today for his extraordinary support for the scientific development and inventions
in the areas of astronomy, agriculture, metals, and geography. After ascending
the throne, reportedly, he established a learning center named “Kyong-yon”
where he himself attended over a thousand lectures. He established a royal
research institute named “Chiphyonjon” in his own palace for the residential
scholars. Once the King saw a young scholar, Sin Suk-Ju reading through the
night, he placed his regal coat over the scholar who slept at dawn.
The royal support for the science and gesture of respect for the scholars is indeed
a manifestation of visionary politics that has shaped the modern destiny of the
world. King Sejong is not the only politician in the history to be revered for this
act. Muslim rulers in the 9-10th centuries assembled scholars like valuable
baubles in Baghdad and created a right ambiance for collecting and analysing
the knowledge from all parts of the world, first time in the known history. The
same knowledge laid the foundation for the modern science and research
enterprise that we are benefitting today.
Fast forward, President Paul Kagame of Rwanda started the journey to take a
landlocked and conflict-torn country to new heights at the start of twenty first
century and the route was youth education, science, and entrepreneurship. He
paid several visits to world-renowned universities including Massachusetts
Institute of Technology (MIT) and showed his commitment to scientific
research and development. Today, MIT is in the process of establishing a state
of the art climate observatory in Rwanda, Carnegie Mellon University has
started its campus, VISA is working for mobile finance solutions, and
Knowledge Lab incubator in the telecom tower of Kigali is looking like the
Silicon Valley. This is happening in a country where still professionals in some
parts of the country have to send their laptops and electronics on bicycles for
charging. Global Competitiveness Index ranking of Rwanda has improved from
80 in 2010-11 to 52 in 2016-17.
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New York City (NYC) has been hosting a few of the world’s best universities
but Mayor Bloomberg had a dream to further foster education, research and
entrepreneurship in the applied sciences. In 2010, he started Applied Sciences
NYC initiative and opened a challenge for the best institutions internationally to
submit proposals for the establishment of a world-class applied sciences and
emerging technology campus on the Roosevelt Island. The NYC offered; “Cityowned land, a seed investment of City capital, and the full support of
administration in making this project a reality.” It resulted in winning the
competition by the Cornell University and Israel’s Technion. These institutions
invested multi billion dollars for establishing a campus focused on startups and
innovation. The same process was repeated later to attract other high-quality
international educational consortiums to start operations in NYC.
Let’s turn to China with whom we are making connections through roads but in
scientific research and technological cooperation. China has announced in its
latest five-year plan to enhance research and development funding to the level
of 2.5 per cent of the GDP which used to be 1 per cent in 2002. Recently, a
news appeared in the Wall Street Journal that China had launched world’s first
quantum communications satellite into the orbit and unveiled how China
orchestrated it: “Beijing, meanwhile has tried to lure Chinese-born, foreign
educated experts in quantum physics back to China, including Pan Jianwei, the
physicist who is leading the project.” Mr Jianwei was quoted, “We’ve taken all
the good technology from labs around the world, absorbed it and brought it
back.”
What is common in these tales from different parts of the world? Obviously, it
shows the state and politicians’ support for scientific research and
entrepreneurship, openness to new ideas and knowledge, respect for talent and
consistency to pursue value creation goals. The states not only supported
knowledge creation but also systems of innovation to diffuse benefits of research
and development.
We know that few efforts are underway in Pakistan in promoting scientific
research and entrepreneurship but we can’t find the commitment from the top
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political echelons. Our situation is somewhat closer to the dark age of Europe
about which Peter Frankopan has written in his book, The Silk Roads; “when
the Muslim world took delight in innovation, progress and new ideas… St
Augustine had been positively hostile to the concept of investigation and
research. ‘Men want to know for the sake of knowing’… curiosity in his words,
was nothing more than a disease”.
Nowadays, accountability is a talk of the town in Pakistan, shouldn’t we also
pose fresh questions to the Prime Minister? How many visits has he made to the
local and foreign universities since he assumed the office? How many centres
of excellence in scientific research have been inaugurated by him?
Published in The Express Tribune, November 17th, 2016.
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The need to come out of illusions
By Naveed Iftikhar
Published: December 25, 2016

DELAWARE: “Pakistan is strategically located and is blessed with natural
resources”.
Political leaders and jingoistic intellectuals widely utter such statements. First,
I believe that this illusion has kept us away from self-accountability and putting
efforts to make Pakistan a prosperous and thriving country.
Second, geography and natural resources do not make the only recipe for
development and prosperity of a nation. Third, it is the people and institutions
of a society that can engender prosperity without even a favourable geography
and natural resources.
We can trace the history of these thoughts to Muqaddimah by Ibn Khaldun in
the 14th century in which he spelled the role and interaction of people and
various institutions for the economic/social development process. More
recently, Francis Fukuyama has referred to “modern state” as a defining feature
of successful nations and merit-based bureaucracy is the key factor in this
regard.
Douglas North inspired a great deal of research on the role and nature of formal
and informal institutions — rules of the game in a society that shape human
interaction. Instead of the rhetoric of strategic location and natural resources we
need to carefully assess our political, economic, legal and administrative
institutions.
For example, see the flawed process of formation and governance of political
parties. Look at the dismal state of access to justice and rule of law. The quality
of administrative and economic institutions has deteriorated. An unfavourable
business environment in the cities is promoting idle investment in real estate and
enlarging informal economy which has negative implications for rapidly
urbanising young labour force.
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The slowdown in domestic and foreign investment is often attributed to the
security situation but it is a lame excuse. No terrorist has ever stopped judiciary
and law agencies to enforce commercial contracts. Neither have they asked tax
authorities to make tax payments more complex and burdensome.
The education system and societal norms have not proven conducive for the
development and prosperity. Lower investment and fragmentation in the
education system have embedded inequalities and promoted social chaos. A
large number of children still remain out of school and most of the school going
children end up with the poor quality of education. Public schools are no more
a choice for even those who cannot afford private schools. Ethnic and religious
intolerance and lack of ability to develop shared agenda and take it through are
at the heart of informal values of the society.
In this state of institutional quality and lack of human development efforts, no
geography or natural resource endowment can make a society prosperous and
developed. Indeed, Pakistan is surrounded by a very tough geography — which
has created more troubles for us than any benefit so far. Very recently, we can
foresee some geographic benefits in the form of China-Pakistan Economic
Corridor.
Otherwise, we are living in the least connected region of the world and our
trading and business relations with neighbouring and regional countries are
minimal, yet we cherish geographic location. The reason is we have not
reoriented our policy and institutional landscape towards growth promoting
objectives and could not develop human resources. No doubt, importance of
defence capabilities has increased immensely in the globalised instability but
social cohesion and economic strength are essential ingredients of the broader
national security.
We need to come out of the illusions and hopes of miracles to happen. What we
can do is more important and relevant to the current situation than the rhetoric
of strategic location and natural resources. Our future will be defined by the
efforts to reform political, economic, administrative and legal institutions and
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achievements in education. I am all for patriotism and love for the country but
it demands we develop clarity what matters most for development and
prosperity.
Some of these concepts are echoing in the plans and statements since
independence but with little implementation. It would be appropriate to share an
excerpt from the second five-year plan (1960-65); “Economic growth is
dependent on the effective use of the human and material resources of the
nation…. Of the two fundamental forms of wealth, the human resources are
clearly more important. Societies severely handicapped by scarcity of physical
assets have reached high levels of welfare through the genius and capacities of
their people.”
Published in The Express Tribune, December 26th, 2016.
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SECTION FOUR

Cities and Urban
Governance

Reimagining Islamabad: the knowledge
capital
By Naveed Iftikhar
Published: March 3, 2020

Islamabad was designed by a Greek architect, Constantinos Doxiadis, who
envisioned it as the capital city to largely accommodate parliamentarians,
bureaucrats and diplomats. Most probably, Doxiadis himself never planned to
work or raise his kids in this city. So, he did not have the “skin in the game”. A
lot has changed since, especially an increase in the number of universities in this
city, the rise in the young population no more interested in public sector jobs
and an agglomeration of technology companies. There is a need now to
reimagine Islamabad as a knowledge capital of Pakistan.
A knowledge city may be considered as an urban centre that fosters and
facilitates creation, dissemination, expansion and application of knowledge.
Such cities help the country towards value addition in the export basket and
propel the creation of a conducive environment for scholars and knowledge
workers who aim at resolving economic, social and technological challenges.
There are a number of things that authorities need to do to make Islamabad a
knowledge city.
First, the private sector should be allowed to construct hostels to accommodate
over 50,000 students in the city. Similarly, studio and other apartments should
be allowed in all sectors of Islamabad to accommodate around 100,000
knowledge workers in this city. Moreover, hotels and guest houses should be
incentivised to expand to accommodate the growing need for short-term visitors.
The F-6, G-6 and G-7 sectors of Islamabad have underutilised housing units.
Most of them are in a dilapidated condition. Urban regeneration should be
carried to develop these sectors as high-rise housing, hotels, commercial spaces,
studio apartments and technology zones. The huge land occupied by the
Islamabad Club should be converted into a technology park and the club may be
moved closer to the new airport.
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Second, there are large tracts of land within the centre of the city that are either
lying vacant or being utilised sub-optimally. The Capital Development
Authority (CDA) and the Ministry of Science and Technology especially, have
so many vacant and underused buildings which may be converted into
technology and knowledge zones. These zones are recommended to be run
through private sector partnerships, providing co-working spaces for startups,
freelancers and technology and other creative companies. It may also be
pertinent to highlight that the presence of knowledge workers also creates
multiple jobs in non-tradable sectors for low-skilled labour force.
Third, Islamabad should develop a museum of the Indus Valley civilisation and
the history of the Sub-continent in the city centre. This should be developed on
the model of the Smithsonian Museums in Washington DC. Such a museum can
create a lot of opportunities for learning, research and tourism in the city.
Fourth, the federal government should plan to invite at least three foreign
universities (specialised in science and technology) to open campuses in
Islamabad. The government should provide plots to build high rise buildings for
the universities in the city centre. There should be open competition and each
foreign university should collaborate with a local university to bid for opening
a campus. They should share their plans for investment and expansion. The
policymakers may study ideas shared in the book, The Map of Knowledge by
Violet Moller, to understand how cities have been making deliberate efforts to
attract scholars from across the world since the Greek civilisation. The
knowledge shifted from one city to another where it found more respect,
tolerance and prospects of addition into a body of knowledge. Hence, deliberate
and well-thought efforts are required to attract scholars and knowledge workers
to the cities.
Fifth, the National Library situated next to the Prime Minister’s Office should
be relocated to the Blue Area or G-8 sector. A functional library should be
established in each sector of Islamabad along with a community centre. These
libraries should provide free Wi-Fi and there should be dedicated spaces for
women, the elderly population, and children for their social, educational and
recreational activities.
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Sixth, the city should be made more pedestrian and bicycle-friendly. The cars
entering into the city centre should be charged a toll and a parking fee. The
mixed use, density, walkability and congestion pricing will reduce the presence
of cars. An increase in the land-use by commercial/business activities will
increase revenues of the city manifold. The revenues from such initiatives can
be diverted towards services such as drinking water, garbage collection and
policing.
Lastly, the Pakistan Institute of Development Economics (PIDE) may be
transformed into a National Academy of Social Sciences. The challenges that
the country is facing are complex and require an interdisciplinary response
instead of relying on simplistic and colonial origin of the discipline of
development economics.
The efforts towards reimagining Islamabad as a knowledge city should be aimed
at resolving Pakistan’s economic, social and technological challenges in the
21st century. By reimagining Islamabad as proposed above, the city can become
a role model for other cities in Pakistan to create more jobs, prosperity, creative
economy, urban tourism and communal living.
Published in The Express Tribune, March 3rd, 2020.
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Pakistan should focus on urban tourism
By Usman Naseem / Naveed Iftikhar
Published: February 24, 2020

ISLAMABAD: Pakistan has been ranked as one of the top tourist destinations
for 2020 by various backpacker societies and magazines around the world.
That is positive news to celebrate. However, the narrative on tourism is still
narrowly focused on mountain ranges, lush green valleys and meadows in the
north of Pakistan. However, tourism is largely an urban phenomenon.
A majority of the population in Pakistan lives in the plains of south, which is
going through a massive urbanisation phase and cities are expanding. We have
rarely heard about government’s efforts to make cities more friendly for
domestic and foreign tourists and to market the potential of cities to attract
tourism.
This article attempts to discuss this important and ignored aspect of tourism in
Pakistan.
Owing to the rapid growth in the tourism sector and especially cultural tourism,
the desire to explore different cultures has made tourism an economic backbone
for some cities.
The impact of tourism on employment in the services sector is huge. Tour
operators, guides, food providers and transporters are employed largely due to
tourism.
It is evident from the fact that Istanbul alone has 700 large and small hotels with
a total of 147,717 beds. Moreover, Istanbul earned nearly $34.5 billion from
tourism in 2019.
Lima, capital of Peru with cultural and historic offerings similar to Lahore, is a
hub of art and music and is famous for its colonial architecture. Lima welcomed
two million visitors last year, earning almost $2 billion.
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Similarly, Dubai earned $27.9 billion from tourism last year with 12 million
people touring the city.
Pakistan has some of South Asia’s oldest cities with over 2,000-year-old history
offering visitors a unique experience of its civilisation, historic sites and
cuisines. The grandeur of buildings and monuments built during the reign of
different dynasties and empires is reflective of the fact that this region was home
to some of the world’s ancient civilisations.
Also, it is a testimony not only to the aesthetic sense of the people who lived
here, but also a reminder that this region was once the world’s cultural and
economic hub. Lahore was designated as the City of Literature by Unesco last
year due to the literary touch the city has kept throughout. Talk about poets,
writers, activists and artists all that this city has produced.
Istanbul, which is also a sister city of Lahore, welcomed 15.5 million tourists
last year and almost 80% of the city revenues were generated by the tourism
sector. Both cities have similar tendency of being a combination of modernity
and ancient culture.
Similarly, Rawalpindi’s Raja Bazaar, Peshawar’s Qissa Khwani Bazaar,
Gwadar’s Shahi Bazaar, Multan’s architecture and Karachi’s Burns Road can
attract a lot to tourists.
Pakistan’s 64% population is under the age of 30. The promotion of tourism in
cities would develop a new class of young entrepreneurs, which would perceive
the amazing opportunities and in their pursuit would create new businesses and
jobs.
Cities as cultural centres
In order to tap this opportunity, we need to brand and reimagine cities as cultural
centres where visitors can discern the architectural monuments, cultural and
spiritual offerings, historical sites, museums and art galleries.
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We need to improve mobility and hoteling experience in the country. Secondly,
we should use technology and modern management tools to inform and help
tourists about cities.
Because, for the tourists, the satisfaction derived from visiting a place depends
not only on the experience of tourist attractions, but also on the more general
factors such as safety, health and hygiene, hospitality, behaviour of local
population and facilities tourism authorities provide.
High-speed traffic in cities contributed to the congestion on roads, destroyed the
fine-grained pedestrian network and caused hurdles to the free movement on
foot. The street lost its intimate scope and openness in overlooking the tourist
experience and became a simple service path, deprived of any public life.
Informal economy
This is detrimental for a country like Pakistan whose majority of the population
works in informal economy.
Informal economy includes small businesses and services usually on roadsides.
Therefore, we need to make the cities walkable and people-friendly to promote
tourism.
Street vendors offer cheap and quality food and if we offer them spaces along
roadsides that will increase the livability of the cities.
City development authorities should be tasked to lease public land for
developing budget hotels in city centres. An increased number of budget hotels
would play a big role in accommodating the visitors based on their needs and
wants.
Increased domestic and foreign tourism in cities can generate multiple benefits
in the form of job creation, cultural diversity, knowledge spillovers and
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responsive city management. To achieve this goal, we need to shift the narrative
on tourism from mountains to the burgeoning cities.
Published in The Express Tribune, February 24th, 2020.
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Reimagining a ‘man’-made city
By Shehreen Umair / Naveed Iftikhar
Published: January 23, 2020

For too long, cities of Pakistan have remained man-made spaces in the literal
sense of the phrase with little attention to the needs of anyone who is not an
able-bodied man. Mobility of women has suffered from severe neglect as a
result. This has been hindering opportunities in the areas of education, health,
recreation and employment.
As argued by David Harvey, cities can be reshaped and reimagined by citizens
in order to create urban spaces that reflect their own needs. Pakistan’s cities are
in dire need for some reimagination; by women, for women. They must be
planned in a way that allows women to lay claim to a space that has been taken
from them. Women should be included in all initiatives and efforts related to
urban planning and development in order to close the gaps that currently exist
in city design.
Most women prefer to take private modes of transport which may be their own
cars, rickshaws or app-based cabs as opposed to public transport. Those who
travel on motorcycles have to mostly rely on a male member of the family to
pick and drop them. This prevents women from developing an independent
relationship with their city. Those who can drive or afford commuting via cars
and rickshaws are better off, but the women who have no choice but to adjust
their own schedules in order to suit the man responsible, face serious problems
when it comes to their education and work. It is no surprise then that so many
are forced to give up their jobs and education. In more recent years, women can
be seen driving motorcycles on their own but these instances are rare.
It must also be noted that when we talk about improving the mobility of women,
we don’t just mean women who drive their own cars or can afford a driver. The
landscape of urban mobility should include walkability, public transport as well
as bikes and cycles. Concerns about safety are a major hurdle which discourages
women from walking alone or opting for cycles. This in turn impacts the
relationship women build with their cities. They become accustomed to
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perceiving the streets as hostile, instead of spaces that belong to them. If half of
the population of a country is unable to take ownership of the space around them,
not only will this have an adverse impact on them as a group but is also
counterproductive for the overall development of the city. By detaching women
from the streets, the narrative of them being confined within the four walls will
only be reinforced, thus restricting their social and economic opportunities.
When reclaiming space for women, the urban design must also be cognizant of
who the space is being reclaimed from — The woman selling socks in Liberty
market, or the trans beggars of Bhatta Chowk in Lahore have claim to the space
as much as anyone else. Our attempts to improve the city cannot discount their
right to the space. Instead of swift anti-poor action, efforts should be made to
integrate informal sellers and transwomen into the workforce of nearby markets.
There is also an increase in women’s participation in freelancing work. The city
management and development authorities should respond to this need by
facilitating the establishment of co-working spaces for IT and traditional sectors
such as handicrafts. This step can enhance women’s participation in the labour
market.
Pakistan has a long way ahead when it comes to making its cities friendly spaces
for women, but a good and effective starting point would be ensuring
improvements in urban design for future projects. If sufficient thought is put
into initial planning with regard to the mobility of women, significant strides
can be made to tackle the issues at hand. A good city design which is sensitive
to the needs of women, children, senior citizens and people with special needs
would strive to improve their mobility throughout the city. Public spaces should
be designed in a way that women can hang out and loiter without feeling
excluded. Gender-inclusive urban designs can take us a step forward in terms of
reimagining our cities for the better!
Published in The Express Tribune, January 23rd, 2020.
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Turning cities into engines of growth and
prosperity
By Sarah N Ahmad / Naveed Iftikhar
Published: December 31, 2019

Pakistan has been facing a problematic journey of economic growth for the last
few decades. Cities are increasingly being considered important engines of
economic opportunity since they host agglomerations of people, businesses and
ideas. It is thus safe to state that the suboptimal performance of our cities is
partly responsible for the sporadic, volatile and declining economic growth
trends in Pakistan. We must question what factors are inhibiting our cities from
functioning as optimal engines of economic progress. What factors are hindering
our cities from successfully delivering opportunities and returns? In this article,
an Urbanist and an Economist come together to shares ideas that can help
transform cities into engines of growth and social prosperity.
With numerous spatial restrictions to economic growth, instead of reducing
physical distances between people and economic opportunities, our out-dated
and socially disastrous master planning processes have disconnected citizens
from the places they need to be. Large cities in Pakistan have economically
unfriendly by-laws that limit mixed-use (commercial, residential, recreations,
educational) development thereby furthering urban sprawl, heat emissions of
cars and unaffordable commercial properties and rents. City cores should be
allowed to pursue mixed use through revised regulations on density especially
for businesses.
Moreover, due to the above-mentioned models of urban planning, urban
transportation in Pakistan is focused on cars, widening of roads, building
redundant bridges and underpasses and the recent trend of fenced Bus Rapid
Transit (BRT) systems. Pedestrian paths are either non-existent or poorly
designed. Encouraging mixed use density will enable walkability and
connectivity in cities. It will reduce the number of vehicles on our roads that
will lead not only to a reduction in automobile emissions, but also to safer and
more accessible urban street life. There has been much discussion on various
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forums on both federal and provincial tax collection mechanisms. With regard
to cities, the tax collection system is not conducive to the varying tiers of the
urban economy. Cities, as is historically proven, are used for the pursuit of
commerce, the expression of culture and serve as the platform for social
mobility. Unfortunately, Pakistani cities face systemic hindrances in all three of
these aspects. For example, the recent move of removing khokhas (street kiosks)
from many cities needs to be critically reexamined. Municipal governments
should issue tradable permits for street vendors to establish khokhas that will
enable cities to leverage a largely untapped municipal tax base. Lastly cities
need to ensure high rise development that will add value to properties leading to
a higher revenue generation. Urban regeneration of state properties in cities can
attract huge investment, economic activity and revenue generation.
Pakistan, like most of the world, is witnessing a rising trend of technology startups and the gigabyte economy. However, our cities are not positioning
themselves as friendly home grounds to the tech economy. There are growing
international examples spanning from Canada to the United Kingdom and from
Brazil across till our neighbouring China, where cities are making regulatory
and land use changes to accommodate the tech sector. There is a crucial need to
develop special technology zones using state properties in big cities to
accommodate up to 10,000 IT workers in each city which can generate exports
worth five billion dollars.
Furthermore, an unprecedented increase in rural to urban migration has been
discussed in policy circles as more of a problem and less of an opportunity.
Having more people in cities is not a threat nor is it a hindrance to growth unless
there is a lack of proper governance and service delivery. The threat, perhaps, is
the colonial administrative practices and lack of understanding among
policymakers about the urban policy. Socio-historically, cities provide chances
for upward social mobility to otherwise generationally rural dwellers. Someone
moving to a city from a village may become a doctor, lawyer, scientist, an
entrepreneur, a government servant or activist who may change the lives of
millions. Instead of sending charity and loan-money to poor people in rural
areas, they should be encouraged to move to cities through the removal of
restrictions to their social mobility.
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Urban planning in Pakistan has kept large scale property developers and the
economic elite central to its vision. Cities have been designed by engineers who
were largely instructed by property moguls to increase profits and the
attractiveness of gated residential communities. Thus the urban dream in
Pakistan has been contained to that of a gated community — a lifestyle that
promotes enclosed security, a faux sense of community, and unnecessarily large
floor plans and private gardens. This has exacerbated, beyond redemption, the
very visual spread of economic inequality in our cities — the sprawling
neighbourhoods of the elite are found spatially juxtaposed with the
infrastructural squalor of informal squatter communities.
The urban dream could have been repackaged and sold to prospective city
dwellers as one of interactive communal living, shared public spaces, open and
secure streets and neighbourhoods. Cities need to think and plan for the most
important aspect of human life that is quality of life which is mainly dependent
on the vibrancy of public paces in our cities. Widely accessible parks, public
performances, public art and active participation in service delivery in water,
garbage collection and preventive health can increase positive contribution to
city life.
Pakistan needs to take immediate steps towards removing barriers to smooth
economic functioning and quality of life in our cities if it wishes to realise the
full potential of rapid urbanisation. In order to realise these goals our cities need
to establish and implement devolved, proficient, and people-centric city
governments.
Published in The Express Tribune, December 31st, 2019.
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With growing migration, urban centres
expanding in haphazard manner
By Mishele Ijaz / Sana Riaz / Naveed Iftikhar
Published: November 26, 2018

ISLAMABAD: With an urbanisation rate of 4%, Punjab’s cities are growing
rapidly. The cities are expected to expand exponentially in the light of the
current development paradigm and the growing rural-to-urban migration.
Urbanisation is considered a significant factor for economic growth and
prosperity, but poor management of the cities can lead to concentration of
poverty, diseases and crimes. Hence, it is important to pay attention to the
management of rapidly growing urban centres in Punjab.
There are multiple gaps in our current characterisation of cities. The Punjab
Local Government Act of 2013 defines any area as urban if it has the required
institutional and administrative setup and a population number greater than
30,000.
An urban area with a population between 30,000 and 500,000 is termed the
Municipal Committee whereas the one with a population greater than 500,000
is classified as Municipal Corporation.
Lahore, with a population of over 11 million, is an exception and holds the
special status of Metropolitan Corporation. As per this classification, Punjab has
one Metropolitan Corporation, 11 Municipal Corporations and 182 Municipal
Committees.
The primary issue with this classification is that unlike the rest of the world, it
is not reliant on a diverse set of characteristics such as the quality of life,
economic productivity, population density and infrastructure quality.
The Pakistan Bureau of Statistics adopted a flawed definition of “urban area” to
collect the census data. These datasets form the basis for subsequent analysis to
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identify patterns of growth within cities, but with an inadequate demarcation of
cities, the results of such analysis are substantially skewed.
To tackle this dilemma and gain a better understanding of urban Punjab, the
Urban Unit published the Cities Growth Atlas, which demarcates the spatial
urban extents of the cities to see the pattern of urban expansion between 1995,
2005 and 2015 using a unique methodology of built-up contiguity.
This analysis concludes that almost 90% of the urban population lives in 50 out
of the total 191 cities in Punjab. The six largest cities alone house 60% of the
urban population and between 2005 and 2015 have experienced an
unprecedented urban expansion, with Lahore growing at 7% per annum.
This growth, due to a lack of adequate urban policies and density regulations,
has allowed sprawling in our cities. Bylaws restricting density, floor area ratios
limiting the number of stories and the lack of integration between private
development practices and local master plans have contributed to the haphazard
growth of the cities.
Population density
About 59% of the urban area in Punjab has a density of less than 10,000 people
per square kilometre, both a result of and a contributor to the urban sprawl.
The city of Lahore alone has tripled in size in the last 30 years, with private
development extending beyond the BRB canal towards the Pakistan-India
border. About 58% of the current area of Lahore is low in density whereas only
8% is high in density.
Not only does this indicate spatial disparity, but it also highlights income
inequality – the top 20% of the income class occupies 58% of the total area,
whereas the bottom 20%, larger in population size, occupies only 6%.
Uncontrolled urban expansion, in this case, is not just a consequence of
mismanagement, but also the lack of regulation of real estate development.
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Similarly, 57% of the area of Multan is low in density, whereas only 7% is
highly dense and predominantly concentrated in the centre of the city. Multan
expanded from an area of 76 sq km in 2005 to 260 sq km in 2015.
Whilst commercial uses are concentrated in city centres, residential
development causes urban sprawl in the larger cities of Punjab. Most of the
developments, however, due to their distance from the city centre, have vacancy
rates of around 68%.
Cities of Punjab are in an urgent need to combat the sprawl if they aim to remain
competitive. Some of the negative effects of the sprawl include increased
transportation costs, congestion, air pollution, economic inefficiency and no
walkability. These, in turn, impact the quality of life of the inhabitants of the
city.
Greater car dependency, for instance, changes the way commuters interact with
the city. The need for highways and boulevards surpasses the need for pedestrian
infrastructure and trees, which then impacts both the vibrancy and the
environmental quality of our cities. This, in turn, limits the choices available to
commuters and further increases their dependency on motorised vehicles.
Low density developments in the form of single or double-storey homes over
one or two kanals are an indicator of inefficient land use. Not only does this
contribute to the already persistent housing shortage, but also increases the
housing cost in the area.
In Punjab, the lower income strata, which make up about 40% of the households,
can afford only 5% of the existing housing stock. The current LDA rules restrict
residential development beyond three to four storeys and the current land
ownership system does not allow for multiple vertical ownerships on a single
piece of land.
The rules also do not allow for an apartment building on a land smaller than four
kanals. Moreover, the ratio of residential areas to commercial spaces has
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increased tremendously, which has negatively impacted commercial activities
in the cities.
Absence of urban policy
The National or Provincial Urban Policy, an essential document in most cities
of the developed world, serves as a guide for spatial development and governs
the process of master planning in urban areas. At this time, Punjab does not have
such a policy. There is a need to develop it in order to integrate planning
decisions across the province.
Additionally, there is a need to incorporate urban design guidelines in the
planning framework, another component that is largely overlooked in Punjab. A
startling result of this is the diminishing size and quality of green spaces.
On average, only 4% of the area in the cities of Punjab is currently green. An
urban design framework, incorporated within zoning laws and building
regulations, is essential to ensure the quality of spaces in an urban area.
There is a need, by local governments, town planners and relevant government
institutions, to revise regulations that are outdated and inhibitive to today’s
urban needs. These policy and regulatory changes may help Punjab to exploit
the potential of cities to generate economic growth and social prosperity.
Published in The Express Tribune, November 26th, 2018.
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How to make Gwadar a vibrant economic
and port city?
By Naveed Iftikhar / Syed M Hasan
Published: October 25, 2018

Investment facilitation and provision of public services are considered top
priorities of new and emerging economic cities. Unfortunately, this is not the
case in Gwadar, claimed to be developed as a new economic and port city. If
you are a potential investor trying to figure out who is leading the infrastructure
development, business policies and urban planning in Gwadar, it would not be
an easy task! The blurring of institutional boundaries and targets has made the
game of credit claim and shifting blame very easy.
Currently, there are several investment regimes operational in the city namely
the Free Port Zone, Special Economic Zone, Export Processing Zone and
Industrial estate of the provincial government. One may argue that every
economic city has different investment regimes according to the sectors they
want to attract to a specific location. But the investment regimes in Gwadar are
neither an outcome of any deliberate planning process nor all of them are
connected through a coordination mechanism as is the case in economic cities.
A review of success and failure of new economic and port cities informs that
governance and institutional arrangement of such cities hold key significance.
Sheznhen and Dubai’s success is largely owed to strong and capable city
governments. Reversing the argument, studies on the failure of SEZs in Africa,
India, Thailand and many other cities highlight that mere tax exemptions are not
enough to promote investment. In our context, this essentially raises a red flag
on the assumed success of similar incentives; no matter they are floated as part
of the CPEC regime. Besides, like all major cities in Pakistan, Gwadar is also
facing land speculation and lack of basic services due to poor and fragmented
governance. Such social and economic environment is certainly not conducive
to attracting domestic and international investment.
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Dr Ishrat Hussain is working on institutional reforms in the country. We suggest
focusing on Gwadar as new cities provide an opportunity for experimentation
and innovation in governance. However, in this context it is important to keep
in consideration the weaknesses of hitherto exercised traditional regional
policies. The basic objective of the traditional approach was to temporarily
compensate the lagging regions, identified on existing administrative
boundaries through subsidies and rebates administered by the central
government. However, the low success of such schemes has led to the
development of modern place-based strategies which aim to tap into the underutilised potential of a region. Based on functional economic area definitions,
using a mix of hard capital (such as infrastructure) and soft capital (credit
availability, entrepreneurial support, etc) through involvement of all state
governance tiers; central, provincial and local, with participation of both the
public and private sectors a more viable system can be designed. This essentially
means finding an out-of-the-box solution in our context. Our study on
institutional and urban design provides a road map for reforming institutional
and urban design of Gwadar city.
Based on the review of international economic and port cities, field work in
Gwadar, and insights gathered from key experts and policymakers in Pakistan,
we propose a different administrative setup; Special Administrative Region
(SAR) under the chief minister of Balochistan thereby consolidating many
federal, provincial and local functions under the new administrative regime.
Under a SAR status, the regions have generally more powers than a local
government authority and act as a sub-provincial autonomous region. This may
appear more challenging in terms of acceptability by different stakeholders.
Under this model, a council comprising businessmen, local community, local
politicians, and professionals of integrity having demonstrated experience in
public service may be constituted to govern the city. The council may appoint a
chief executive (or the mayor of Gwadar) who would report to the council and
all other agencies would fall under the office of the mayor. The consolidation of
powers under the mayor would possibly allow quick decisions. The council can
be given specific mandate to undertake changes in relevant zoning and taxation
matters in Gwadar city. Furthermore, sufficient representation from the local
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population will only benefit such a council and ensure that any recommendation
for the city’s governance has its roots in the local culture.
The current dilapidated state of public service delivery highlights that Gwadar’s
government needs sufficient space to earn revenues from the local economic
activity to make much needed investments in infrastructure, education and
health. Some experts have suggested that the federal government should share
some percentage of the port revenues with Gwadar in order to develop the muchneeded infrastructure and services.
In order to become a sustainable urban centre, Gwadar needs to develop an
economic development strategy in consultation with all stakeholders. Such
strategy needs to emphasise four major areas; (a) business facilitation in
Gwadar, (b) connectivity of Gwadar with the rest of the country through roads,
rail networks and reliable internet facilities, (c) service delivery in the areas of
water, education, health and prosperity of indigenous population, and (d) the
city’s financial management system.
There is a need to develop partnership with a reputable international forum for
commercial adjudication, arbitration and dispute resolution system for
businesses operating in Gwadar. This will be the most important reform to make
Gwadar an investment hub in Pakistan.
In Pakistan, the Land Acquisition Act of 1894 gives the government power to
safeguard the land for greater public purpose at a ‘just’ compensation. Another
important feature to include in this arrangement is to make the land available to
private players for lease only and not for purchase under specified zones. The
city government should discourage property speculation by imposing
taxation/penalties on un-built property after a given timeframe.
To avoid making Gwadar a product of past mistakes in urban development
within the country, policy-makers need to be vigilant in ensuring that the local
population is not put at a disadvantage. In order to do so, the driving philosophy
should be ‘participation of the local population in the development and
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governance of the city.’ The current master plan of the city stipulates that the
local Gwadris will be relocated from the West Bay to the new location which is
yet to be decided. This has created uncertainties and reservations amongst the
local population. If Gwadar is to grow equitably, the state needs to acquire
sufficient land for housing of local population closer to the city centre, building
schools, colleges and universities, so Gwadaris do not have to travel far for
education and training.
A detailed study needs to be commissioned to involve anthropological experts
and the local community to identify precisely what constitutes Gwadar and the
port’s heritage and should be considered for preservation through creating land
zoning tools like developing special historic and cultural zones for preservation,
conservation and where necessary adaptive reuse. Instead of relocating and
demolishing the city’s old fishermen town on the WestB, it should be preserved
to serve as a pedestrian friendly, tourist village that can give the city’s new
residents and visitors a sense of the place Gwadar was before it became an
economic/port city. It can help Gwadar create its distinct identity and a
grounded, historic urban character and brand itself as a city with a rich cultural
heritage.
Published in The Express Tribune, October 25th, 2018.
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Tales from the emerald water of Gwadar
By Naveed Iftikhar
Published: May 18, 2018

Getting off the plane at Gwadar airport, I was holding Nassim Nicholas Taleb’s
book: The Skin in the Game. The book caught the eye of the person next to me
and he asked: “Are you a finance professional?” I told him that being an
economist, I do have interest in finance. He was a tall and well-dressed
gentleman who introduced himself as a former international banker having
worked in many countries and now planning to raise investment for a few
development projects in Gwadar. I was expecting encounters only with property
dealers, not bankers in Gwadar. The refreshing encounter, to my surprise, was
the start of my eventful trip in Gwadar city.
From the entrance of Gwadar Port — in the beautiful backdrop of the fluttering
flags of red and green—one can observe that the work on the port and free zone
is advancing rapidly. Things are lagging behind, however, on the city-side.
Some confusion has emanated from the decision to revise the master plan. But
other municipal services are also in bad shape. Efforts on water and electricity
are still under way and it will take some time for them to materialise. It is hoped
that a desalination plant will start fulfilling water need in 6-8 months and it will
usher a new era of development in Gwadar.
The local residents, Gwadaris, have family roots in Oman and Iran and they
frequently travel to these countries. I asked my driver: “What difference do you
see between the cities of Chabahar and Gwadar?” He immediately responded
‘cleanliness’. “Chabahar is a clean city and Gwadar is not!”, he said. This was
evident across the old town of Gwadar. While interacting with boat-makers,
fishermen, and students on the Gwadar Campus of Turbat University it was
found that local people can see the opportunities arriving in Gwadar, but they
were still skeptical of the idea of getting a fair share. A lot of work is needed in
this direction. During discussions with students and faculty of Gwadar campus,
they were open to new ideas, opportunities and collaborations. We discussed to
focus on hospitality training, both for jobs and entrepreneurship, and to connect
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Gwadar’s youth to other big cities like Quetta, Karachi, Lahore and Islamabad,
especially with the entrepreneurs.
I encouraged them to interact with the newly established National Incubation
Centres in Karachi and Quetta. The students also informed about their candid
discussions with Interior Minister Ahsan Iqbal about the future of Gwadar
during his visit to the university. Such interactions by senior policymakers and
politicians with the local people can certainly make a difference.
Gwadaris were neglected throughout the previous century until the start of work
on Gwadar port. Due to historical deprivations, they are still not fully certain
about the prosperous future that is now in front of them. Many Gwadaris admire
General Musharraf for constructing the road network in this area which opened
many horizons for them. Now there are other positive developments in the areas
of education and health. A military-operated civil hospital has for the first time
provided primary healthcare at the doorstep of Gwadar. Earlier they used to
travel to Karachi even for basic health services and many of the patients could
not survive during this journey.
It is still hard to get civilian doctors to serve in Gwadar, but the military has
bridged this gap. Both consultation and medicines are totally free for the people
of Gwadar. The Pakistan Army also provides an air ambulance service for
critical patients to shift them to Karachi.
It was encouraging to note that both the Gwadar Port Authority and the Gwadar
Development Authority were being headed by the best available human resource
in the province. However, there are many institutional and legal complications
due to multiplicity of government organisations operating in the city which
needs to be resolved to improve the governance of the city. My research on
Institutional and Urban Design of Gwadar, sponsored by the International
Growth Centre, is focused on how to improve governance of Gwadar city to
make it a thriving business hub. This research is based on, among others, review
of international cases of success and failure of new economic and port cities.
The research highlights that it is of utmost importance to design a robust city
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governance system for Gwadar which should be self-sustainable in revenue
collection and decision-making for the prosperity and competitiveness of the
city.
Coming back to The Skin in the Game, I would like to share my brief discussions
with two investors in Gwadar. One of them was developing a luxury resort in
Gwadar and he was forthcoming to the idea that businessmen should contribute
to the education and welfare of local communities. The other one was just a realestate investor. He said, “I don’t care what is happening in the city. I am here to
make money from speculation and that’s all”. This shows that there should be a
clear policy to discourage the real-estate buyers who do not develop land in the
prescribed time limit.
A lot of harm has already been done by promoting real estate speculation. Such
short-term investors have bought land from Pasni to Jewani to Turbat in a bid to
gain hefty profits through speculation. The Gwadaris residing in the old city
(between the Marine Drive and East Bay Expressway) will have to be relocated
in order to expand the port operations. But it is certainly a challenging task to
ensure smooth displacement and local residents’ integration in the new
developments.
Similarly, the proposed university of Gwadar may also not get land in the city
(and it may be established a bit far from the city) that will certainly affect the
access to higher education in the city. It is very important that decisions for
Gwadar are taken in consultation with the people who have their “skin in the
game”: Gwadar’s local population and the aspiring entrepreneurs who are
flocking to Gwadar to seize the opportunities. Why is it important to emphasise
skin in the game is explained well by Taleb himself in his book; “Things
designed by people without skin in the game tend to grow in complication
(before their final collapse)”. Gwadar can’t afford it!
Contrary to perception, the law-enforcement agencies have maintained security
in Gwadar and it is the best place to see the clean emerald water. The beaches
are quite serene and clean. One day these will become a top tourist attraction. I
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travelled by air but locals advise to experience the road travel from Karachi to
Gwadar on the Coastal Highway as it is full of scenic and natural beauty.
Students, professionals, businessmen and civil society activists should visit
Gwadar both for tourism and to participate in the historic development in the
country.
Early morning on my last day in Gwadar, as I jogged on the south avenue on the
top of Koh-e-Batil (or commonly called hammer-head) greeted by the endless
expanse of emerald green water, I watched the sun rise, and despite odds, I
hoped that it was not just a new day but the dawn of a new age of fortune and
prosperity — for Gwadar, Balochistan and Pakistan.

Published in The Express Tribune, May 18th, 2018.
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Pakistani cities perform poorly in global
competitiveness rankings
By Nadeem ul Haque / Naveed Iftikhar
Published: December 4, 2017

ISLAMABAD: Cities have been at the heart of human history. Empires have
emanated from these cities. Statecraft was developed and fine-tuned in capital
cities of these empires.
Philosophy and science also emerged in cities. Ideas, commerce and trade
flourished and flowed between networks of cities that developed abundance of
knowledge and products for a better life everywhere.
Development is essentially an urban phenomenon. The prosperity that we enjoy
– longevity, assured energy, consumer goods, variety of careers – has largely
been seen in larger and denser cities. In short, prosperity, knowledge and even
fulfilment come with increased urbanisation.
The urbanisation trend will accelerate this century as most of the poor countries
develop and become increasingly urbanised. At the end of the century, 80% of
the world population will be living in cities.
While Pakistan is now largely urbanised with estimates ranging from 50 to 70%,
we can expect much more rural-to-urban migration in coming decades.
Urbanisation has indeed boosted growth. However, poor city management and
regulation has largely wasted the potential of urbanisation.
Pakistani cities remain badly configured on international yardsticks. Cities are
competitive for investment and growth if they prioritise commerce, community,
creativity and density. Such cities favour high-rise, mixed use, walkability and
diversity. To make these things happen, these put people before cars by making
the use of cars within denser city limits expensive.

233

City rankings
On the numerous international rakings, Pakistani cities perform poorly in terms
of the criteria of density, livability, business environment, walkability and
competitiveness.
The Economist ranking of Hot Spots by 2025 ranked 120 cities in terms of
competitiveness prospects in 2025. Competitiveness was seen as the “ability to
attract capital, business, talent and visitors”.
Karachi was ranked 111th while Singapore was 3rd, Hong Kong 4th, Seoul 15th,
Dubai 23rd, Kuala Lumpur 31st, Shanghai 38th, Mumbai 51st, Delhi 56th and
Bangkok 66th. Other Pakistani cities such as Lahore did not even make it to the
list of 120 cities.
History and research confirms that cities are the engines of growth and
development. Competitive cities – which provide inclusive opportunities for
social and economic mobility of individuals, groups and communities – attract
talent and capital by providing them with a crucible for idea, knowledge and
product development.
Cities that do not configure themselves for releasing this creative potential will
see an increase in crime, disease, inequality and deprivation.
Why do all our leaders of society – political, bureaucratic and the wealthy – fail
to understand the importance of competitive cities? There is hardly any
conversation on the economic potential of cities. Nor is there any realisation of
how cities compete for global talent, capital and resources.
All political party manifestos for the 2013 general election were silent on this
important subject. Even federal and provincial economic reports are unaware of
this important fact.

234

New realities
With election coming up, it is important for political parties to wake up to the
new realities of Pakistan. Studies have shown that Pakistan’s urban population
is somewhere around 60-70%.
Urban population is generally more aware of rights and needs. It will be more
exacting in coming elections and look to manifestoes addressing their needs. It
is quite likely that urban issues will be important in the ballot.
Currently, politicians seem to think that main issues are only education and
health while mainly focusing on development through mega projects, largely
roads and bus systems. Focusing on these areas in isolation of cities has led to
the development of large dysfunctional urban agglomerations in Pakistan.
For developing more competitive cities, the political parties should consider the
following:
Decentralisation based on autonomous cities will be important for each city in
order to find its creative edge. Only autonomous cities can meet the challenges
of urban and social service provision.
However, there can be no decentralisation if local governments remain
hierarchically subservient to federal and provincial governments. Cities must,
therefore, have their own professional, technical and administrative staff
independent of the federal and provincial bureaucracies.
With population and development pressures, it is now essential to allow vertical
growth of cities to pave the way for the provision of affordable housing, creative
commerce, public space and many other city functions.
The sprawling model that housing societies have engendered so far is wasteful,
destroying our cities and making them uncompetitive.
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Thankfully, public transport has become important in the public discourse, but
sadly our leadership is interpreting it only as an expensive bus system for urban
sprawl. There are cheaper and healthier alternatives available such as biking and
walking, especially with vertical growth, as density increases.
The adoption of these proposals can spark a huge sustained growth in the
country. The competitiveness of cities is the way forward for Pakistan. It is time
politics move towards suggested policies and away from mega projects.
Published in The Express Tribune, December 4th, 2017.
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Transforming the downtown of the
capital
By Naveed Iftikhar
Published: November 18, 2017

The downtown area is generally the most happening place in any city. That is
not the case in Islamabad! The Blue Area, the so-called downtown of the capital,
is the most nonfunctional, dull and unplanned part of the city.
City centres play an important role in driving the economic and social activities
in a city. They provide a space for interaction between people from various
professions, economic and social backgrounds, age groups and even different
nationalities. They also contribute significantly to the quality of life in any city.
The purpose of this piece is to highlight what is wrong with the Blue Area, and
to focus on areas where the citizens and city administration can channel efforts
to transform it into a functional, lively and innovative space.
Let me share 10 reasons why I call it a nonfunctional downtown. The readers
may add further to this list. First, after sunset, the Blue Area turns into a deserted
place except for a few shops and eateries that remain open. Mostly, the service
lanes are poorly lit and look haunted. Second, the exterior and interior of the
plazas and buildings manifest poor architecture and maintenance. It is obvious
that most buildings are not planned and designed properly. The access pathways
to most buildings are too narrow for a commercial space, and illegal
encroachment into corridors by business entities aggravate the problem. The
electric wiring is poor and often lead to fire incidents from short circuiting. The
absence of a fire exit often leads to heavy financial losses and harm to precious
lives. Not only are these buildings an eye sore but also dangerous for its
occupants since the building codes and safety standards are being violated.
Third, it is no less than a treasure hunt to locate a building or office one intends
to visit, even if one takes help from the Google maps. There are no clear building
names or number sign postings in place. Also, it is difficult to figure out which
entry and exit point one needs to take from the main road to reach the
destination.
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Fourth, parking space is insufficient and during peak hours it takes a lot of time
to find an empty space. The buildings do not utilise their basements to create
designated parking space. Fifth, the Blue Area is not pedestrian-friendly.
Walking space is constrained as there are no designated walking paths and cars
are not barred from any part of the service lanes at any point of time. Sixth, there
are no outdoor spaces like squares, kids play area or parks where people can
mingle and relax. Hence, it is least innovative and people-friendly in its urban
design. Seventh, the area is least green in a city that is known for its greenery.
Eight, land-use regulations restrict the efficient and mixed use of this space that
has a potential to add vibrancy to a place. Ninth, the limit on high-rise buildings
is sheer underutilisation of the most expensive space in Islamabad. Tenth, the
Blue Area does not provide any cultural, educational and recreational
experience.
The next step is how to address the challenges mentioned above. But before that
we must determine who can take action to revamp the Blue Area. We can
continue to expect all action from the city administration and other relevant
authorities without much progress. The civil society and inhabitants and owners
of buildings in the area will need to take the initiative. First step would be to
sensitise all relevant parties, including the community and the authorities, on
issues that need to be addressed. At this point it is difficult to point to a forum
that can look at these issues. Where are the city-based coalitions to address the
problems? Why don’t civil society organisations, business community,
academics, architects, artists and urban planners come forward to contribute a
due share in this regard? I would suggest establishing an inclusive coalition to
revitalise Islamabad’s downtown. This would pool resources from the
government, business community, civil society and any volunteers to plan and
invest in the renovation of the Blue Area.
I would like to mention a few interventions which are needed to begin with.
First, all plazas should be numbered for easier identification. Further at the
entrance of each plaza, a list of offices in that building should be clearly listed.
Second, after office hours, cars should not be allowed to enter the service roads
of Jinnah Avenue and Fazl-e-Haq Road. Create walking paths and outdoor
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activity areas for different age groups to revive the area into a place where
people come to spend leisure time and relax. Architects and artists may be
consulted to transform space available for this purpose and also for improving
the outlook and structure of buildings. Professionals who work on augmented
reality may also contribute with innovative ideas to transform and utilise space
in the Blue Area. The city government may raise resources from the government
and the private sector to develop a public library there. To add to greenery, the
rooftops of buildings can be converted into sky gardens. This will not only add
to the greenery but also help clean the air in the busy commercial area that
experiences heavy traffic flow. Other patches of greenery may be added on the
ground. There is a need to utilise building basements for parking and create more
vertical commercial parking spaces.
Professionals, academia, students, civil society organisations and social activists
should collaborate with the city administrators to transform the Blue Area into
a functional, vibrant and innovative downtown which Islamabad and Pakistan
can be proud of. We can all work together and through collective efforts can
create a success story in a city that we call home.
Published in The Express Tribune, November 18th, 2017.
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How to make cities more competitive and
innovative?
By Naveed Iftikhar
Published: July 3, 2017

ISLAMABAD: Nikita Khrushcheve, premier of the Soviet Union during the
1960s, realised the technological potential of American cities and set up many
research cities including Akademgorodok as a city of science in Siberia.
However, the gigantic plans and resource allocations could not achieve the
intended objectives.
Fast forward, in 2009, Russia again announced a sort of Silicon Valley in
Skolkovo with an investment of $4 billion, which was hoped to house 50,000
researchers and technologists. Massachusetts Institute of Technology and many
US-based companies also collaborated, but this initiative also faced the destiny
of failure.
As Pakistan and other developing countries are now facing a rapid growth in the
number and size of cities, it would be useful to draw lessons from the success
and failure of a few cities around the globe.
The story of US cities
In the US, Detroit and Pittsburg were hosting industrial giants of their time and
these cities were leading the prosperity drive in the US after World War-II. The
port and massive infrastructure is still there but with little prosperity and
promise.
Contrary to that, New York, Boston and Houston have seen ups and downs, but
they continue to thrive due to unique reasons. Some of them include
agglomeration of small and innovative firms, excellence in education, creative
professionals, diversity and concerted efforts to adapt to changing
circumstances.
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However, there is no universal recipe for the success of a city. Port of a city, for
example, is just one puzzle of the complex development roadmap. Indeed, the
city and port operations reinforce each other. One without the other is not
sustainable.
Much of the dialogue on these issues in the US can be traced back to
contributions of urbanist Jane Jacobs and economist Benjamin Chinitz. In the
most recent contributions by Edward Glaeser and Bruce Katz, they highlight
how grass-roots level innovations and civic capacity in the US metropolitan
cities are driving the progress. The thriving cities have developed thick markets
of innovative firms and professionals and developed a conducive urban design
to promote commercial activities and job creation.
Seattle, for example, was a failing city of the US. But the city’s destiny changed
when Bill Gates decided to shift Microsoft’s headquarters there and later Jeff
Bezoz started Amazon there.
According to some estimates, 5,000 firms have been registered by Microsoft
alumni in the US and most of them initially established businesses in or near
Seattle.
However, it did not happen in Pittsburg when giant steel mills were operating as
they were self-sufficient and had negligible impact on the city and its population
on a sustainable basis.
Global experiences
China and South Korea have successfully exploited the potential of their
urbanisation processes by making cities more conducive and competitive.
Salient features of their success include urban density, public transportation,
business facilitation, professional and capable local governance and excellence
in education.
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However, this type of momentum is especially missing in Africa and South Asia,
which is hindering economic growth and job creation in these regions.
A World Bank report, “Competitive Cities for Jobs and Growth”, analysed 750
cities across the world and defined the concept of competitive city “as one that
successfully facilitates its firms and industries to create jobs, raise productivity
and increase incomes of citizens over time.”
The report also found that 75% of job creation in these cities was led by private
sector firms. It urged, “City leaders need to be familiar with the factors that help
to attract, retain and expand the private sector.”
Ejaz Ghani, a World Bank economist, and co-authors carried out an empirical
study in India titled “What Makes Cities More Competitive: Lessons from
India”.
The study found that entrepreneurship – entry of new firms – in the districts of
India is influenced by education levels, quality of physical infrastructure such
as electricity, roads, water and sanitation, telecom and agglomeration effects –
nature of incumbent firms. They also reported the negative effect of excessive
regulations on the entry of new firms.
However, I argue that the concept of competitive cities needs to go beyond job
creation and business facilitation. The quality of life is a key factor to making a
city competitive as socio-economic wellbeing and choice to live and work
reinforces each other.
Pakistan’s rapid urbanisation
Urbanisation is increasing in Pakistan at the rate of 3% based on the natural
growth in a city’s population and rapid migration from rural areas.
In a decade, it is expected that Pakistan’s urban population will range from 50%
to 60% of total population. About 20 cities will house population of over one
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million each. Population of Karachi and Lahore will increase by 50% in the next
15 to 20 years.
The confluence of rise in youth population and increase in urbanisation is going
to shape the future of Pakistan. However, it is unfortunate that there is little
research and dialogue on making the cities more competitive. City-level data on
businesses and their performance are almost non-existent, which hinders the
framing of evidence-based policies.
Punjab’s urban unit has, indeed, contributed significantly towards initiating the
work on urban policy within the provincial government. However, there is a dire
need to establish city-based economic development offices to gather data on
businesses and their performance.
These offices should help develop city-based partnerships and coalitions to
devise and implement development and competitiveness plans. Affordable and
vertical housing, commerce facilitation, youth’s skill development,
professionalism and autonomy of local governments, innovation in public places
and transportation/walkability are the key areas to be focused in Pakistani cities.
It is also important that universities and civil society organisations do contribute
to the dialogue on making the cities more competitive.
Published in The Express Tribune, July 3rd, 2017.
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With climate change, urban economies
need to gear up for new challenges and
opportunities
By Naveed Iftikhar
Published: June 5, 2017

ISLAMABAD: “Climate problems and solutions are in the cities,” said
businessman and author Michael Bloomberg during a panel discussion at the
“Sustainable Energy For All” forum held in New York in April. He emphasised
the importance of city-based initiatives to respond to the risks of climate change.
The dense agglomeration of people, buildings and firms in cities brings
enormous opportunities, but it has never been without challenges.
According to a UN Habitat’s report, cities contribute 70% to the harmful
greenhouse gas emissions in the planet. Climate change is poised to expose
urban economies to new kinds of challenges and opportunities in both developed
and developing countries.
Meanwhile, London Mayor Sadiq Khan has remarked, “Climate change is one
of the biggest, if not the biggest, risks to London. I want to put our city at the
leading edge of the fight against this risk.”
The cities in coastal areas are obviously the first ones in line to bear the
consequences of climate change. However, every city will confront tough
choices in the areas of transportation, energy, clean drinking water, health care
and decent jobs.
In Pakistan, for example, rising temperatures and higher humidity levels,
coupled with rapid urbanisation and dilapidated service delivery, have enhanced
the risks of climate change in the cities.
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How to address challenges
There is no single recipe for all cities, so every city will have to devise its own
path to address these challenges. Some of the important areas for action include
urban density, transportation, energy efficiency, housing and local governance.
Urban density is often wrongly presented as a risk factor in the dialogue on
climate and environment, even though it is the strongest tool to combat climate
change. If a higher number of people occupy compact space, it is better than
sprawls destroying green lands.
Urban density also helps to economise service delivery. For example, in
Pakistan, sprawling cities are encroaching fertile agriculture lands and scarce
forestation.
Transportation is the strongest tool for changing the course in cities as it
contributes 13% of global greenhouse gas emissions. The cost and emission of
greenhouse gases during commuting restricts social mobility and healthy living.
When it comes to transportation policies, investment is generally geared towards
widening roads and other physical infrastructure. The situation of walkways is
deplorable in both Pakistan and other developing economies. It is appreciable
that Pakistan has recently started development of bus and rail transit systems in
mega cities, though there are reservations about the design and operational
governance of these projects.
Technology is going to reshape transportation with electric cars and sharing
economies. Cities will have to plan for such adjustments in coming decades.
Industrial activity is responsible for about 20% of global greenhouse gas
emissions. Moving forward, financial markets and products will have to focus
on energy-efficient technologies.
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Governments, industry and utility companies will have to develop partnerships
to improve efficiency in industrial activity. The implementation of University
of Delaware’s Sustainable Energy Utility model – innovative financing through
partnership for energy efficiency and renewable energy – has brought immense
benefits in various states in the US.
Commercial and residential buildings in cities emit 8% of global greenhouse gas
emissions. Most of it happens in the developed world.
For example, in the US, commercial and residential buildings contribute 39% of
carbon dioxide emissions per year, mostly through the use of 70% of electricity.
Going forward, there are energy efficiency solutions for buildings that need to
be incorporated. Green buildings require fundamental shifts in the usage of
construction material, building designs and energy usage.
Furthermore, housing in Pakistani cities and other developing countries is a
major challenge. The regulations for high-rise buildings promote slums and
restrict social mobility for the poor. An enormous rise in the young population
in Pakistan and many other developing economies calls for reshaping the
housing infrastructure. There is a need to promote shared livings to reduce the
cost of housing.
Finally, the key to resolving many of the above challenges will be the capability
and effectiveness of local governments in cities.
In Pakistan, the cities are governed in a colonial fashion. The city governments
lack governance and intellectual capabilities to respond to emerging challenges.
The United Nations’ Sustainable Development Goal (SDG) 11 envisages
sustainable cities and communities by ensuring affordable housing, upgrading
of slums, reduction in environmental impact and provision of public services.
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This goal cannot be achieved without appropriate institutional reforms in the
local governance systems in the cities and subsequent focus on partnerships
between all tiers of government and society at large.
City governments would need to exploit both public and private investment and
to reshape financial management to undertake many initiatives. As I mentioned
at the start that globally, city governments are preparing to adapt and respond to
climate change. But such efforts are missing in Pakistan.
Published in The Express Tribune, June 5th, 2017.
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Why global migration is the need of the
hour
By Naveed Iftikhar
Published: May 1, 2017

DELAWARE: Global economic growth and development agenda is mainly
focused on macroeconomic performance, international trade and foreign aid.
One key aspect of growth and development – demography – has not gained
much traction.
The developed world is facing a rapid increase in aging population, reverse
urbanisation and slow labour force growth while the developing world is on the
other side of the spectrum.
This demographic shift has constrained productivity growth in the global north
and posed enormous challenges for the global south in the areas of education,
employment, food and public health.
Mckinsey Global Institute’s report “Urban World: Meeting the Demographic
Challenges” highlights the precarious situation of demographic shifts in Japan,
the United States and western Europe.
Urban population in Japan grew at 0.9% annually from 1990 to 2015 and in next
10 years it was expected to grow at only 0.6%. In the US, the urban population
growth for the comparable period is 1.3% and 1% respectively.
Western Europe’s urbanisation growth was 0.7% between 1990 and 2015 and it
is projected to grow at rates of 0.5% and 0.4% in the time periods 2015-25 and
the following decade respectively.
In 2012, an article about Japan’s demography challenge appeared in The New
York Times with the following opening lines: “The first grade class at the
elementary school in Nanmoku, about 85 miles from Tokyo, has just a single
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student this year. The local school system that five decades ago taught 1,250
elementary school children is now educating just 37.”
Similarly, an article in the Financial Times reported about Ottenstein village in
north Germany. The story described the mayor’s initiative of offering free farms
and property to attract families in the region who have kids so that they could
maintain a minimum number to keep the neighbourhood school open.
Japan leads, others to follow suit
According to some estimates, one after the other, each developed country will
follow the Japanese trend of aging demography and slow growth. The order is
expected to follow this pattern: South Korea, Germany, other western European
countries, the US and then the emerging economy of China.
Germany’s situation is peculiar in this group. The fertility rate in Germany is
1.4 children per woman whereas the EU average is 1.6 and it is 2 and 1.8 in
France and the UK respectively.
One explanation to overcome the aging demography is that recent developments
in robotics and internet of things will help to tackle shortage of labour force and
support the aging population in developed world. But these explanations ignore
the demand-side constraints of demography.
Harry Dent, the writer of Demographic Cliff: How to Survive and Prosper
During the Great Deflation of 2014-2019, discussed eloquently the demand-side
challenges of demographic cliff.
New generation enters the workforce around the age of 20 and then they spend
money on buying houses, cars, other household durables and children’s
education. Finally, somewhere in late 40s or early 50s, the family consumption
reaches its peak and the decline starts.
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This lifecycle of consumption informs about a major slowdown in growth in the
developed world in the next few decades.
Dent mentions that most of the housing investment occurs between the age of
20 and 41. There is speculation about what would happen to the large suburban
houses as due to demographic shifts, young people are not raising large families
and are increasingly moving to shared apartments in city centres.
This potential property crisis is just one possible dimension of demographicdriven challenges in the US.
Solution
One potential win-win solution is the movement of labour across international
borders. If the developed world is so worried about global poverty, more labour
force should be brought in from developing countries.
It appears that this time is not far because the developed world would need it for
itself. Some consider it human capital flight from the developing countries, but
it does bring benefits for labour-exporting countries.
However, the challenges are stereotyping of immigrants and their integration in
the developed countries. These issues need in-depth dialogue.
World Bank President Jim Yong Kim remarked: “If countries with aging
populations can create a path for refugees and migrants to participate in the
economy, everyone benefits. Most of the evidence suggests that migrants will
work hard and contribute more in taxes than they consume in social services.”
The developing countries need to understand and respond to these challenges on
three fronts.
First, they will be facing export contraction from the global north in the wake of
slow demand. The south-south trade is one option to address export contraction
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or exporting countries will have to readjust their product and service lines
considering changing consumption patterns by the aging and young populations.
Secondly, the burgeoning youth within developing countries will have a
profound effect on consumption patterns. The business community and policymakers need to understand these changes to respond effectively.
Thirdly, developing countries will be facing tremendous increase in
urbanisation. Asia and Africa will add 1.2 billion and 900 million people
respectively to its cities through 2050.
These countries will have to focus on making cities conducive for
entrepreneurship, sustainable living and education. The opportunity lies in
attracting more people in cities, not blocking the mobility by imposing
restrictions on high-rise buildings and introducing other inefficient zoning laws.
Published in The Express Tribune, May 1st, 2017.
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Community-driven: Bhalwal contributes
viable business model of drinking water
By Naveed Iftikhar
Published: May 30, 2016

DELAWARE: While economists, bureaucrats and politicians are busy in
developing plans, crafting fancy communication strategies and debating policies
and ideologies on television shows, sometimes disingenuously in the name of
the poor and the disadvantaged, the good news is that the communities, where
most of the disadvantaged and marginalised live, are finding solutions to their
common problems themselves.
I am not arguing against researchers, utility of public investment and efforts of
government officials, but the point here is that we need to listen and observe as
communities develop and implement innovative solutions in many cases which
are far more effective, contextual and timely, than the lengthy and costly
processes entailed in achieving the goals of central plans.
For instance, in the water and sanitation area, lack of access to clean and safe
water is a major issue for a majority of the population as few can afford bottled
drinking water.
Every day we find a new study or news about the poor quality of drinking water
and its consequences in terms of disease, deaths and social inequality. There is
not much meaningful debate and deliberation on effective ways to invest in and
manage drinking water schemes in Pakistan.
However, some community-led initiatives have been undertaken to address
these challenges without a large involvement of the public sector.
Bhalwal, a small town in Sargodha district with no major claim to fame other
than its surrounding citrus farms and processing units, has become a trailblazer
in evolving a community-led initiative to develop, operate and maintain a water
supply scheme in one of its union councils.
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While the facilitative role of the provincial government and district authorities
has not been insignificant, it is the commitment of social activists and the
citizenry that is the moving spirit behind this activity.
‘Changa Pani’ model
The initiative entailing partnership between the Tehsil Municipal
Administration and the community-based social organisation for providing
metered drinking water is being implemented on the “Changa Pani” model.
Malik Nazir Ahmad Wattoo of Anjuman Samaji Behbood of Faisalabad has
developed the Changa Pani programme in Lahore and Faisalabad and later
introduced it to Bhalwal on community demand.
This is based on a viable partnership framework amongst a civil society
organisation with expertise in social mobilisation – Anjuman Samaji Behbood,
local community and different tiers of the government.
It aims to provide 24/7 clean and metered drinking water with affordable tariffs
to recover the cost of maintenance and operations. Recovery rates of Changa
Pani are more than 90% compared with traditional models having less than 50%
recovery on very low flat rates, giving rise to wastage and causing water scarcity
and vulnerability issues, currently being faced by the country.
During my visit to Bhalwal, I was told that the water supply scheme was initiated
in 2006 but the contractor left halfway after laying substandard pipes and getting
significant portion of project amount.
Later, the community approached Wattoo to help them to build and maintain the
water supply scheme as they were paying a huge monetary and indirect cost for
poor quality water being transported to them on donkey carts.
It triggered the process that eventually culminated into a partnership framework
for a viable business model. The government provided finances for tube wells,
water tanks and six-inch pipes while the community bears the cost of three-inch
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pipes and meters. The meters have enhanced efficiency of water usage by almost
50% as now water bills are based on quantity used instead of flat rates.
A local steering committee has been formed with across-the-board
representation from the community to oversee operations and water pricing
issues to ensure transparency and accountability.
Innovative governance structure
Earlier this year, I got a chance to present this model in an annual conference of
American Society for Public Administration focused on “New Traditions in
Public Administration” held in Seattle, USA. Quite surprisingly, there was
enormous interest in the relevance and effectiveness of this model, partly its
innovative governance arrangements and partly due to the similar issues in
America where vulnerability of aging water infrastructure has recently been
exposed.
Of particular interest was the adoption of a quasi-market solution through
community-government partnership instead of unviable and inefficient
government control or handing it over entirely to private players.
Such community initiatives definitely need public investment in putting in place
large-scale infrastructure but the governance structure for operations and
maintenance on a sustainable basis is different than the traditional models.
The initiative in Bhalwal is not without its share of multiple challenges of
institutional capacity and complexity of the partnership arrangements.
The gravest challenge, of course, is to find local committed social
activists/entrepreneurs like Wattoo to lead and nurture this small-scale initiative
on its journey to maturity and sustainability.
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Politicians, researchers, policy practitioners and communities must learn and
contextualise it to resolve mounting problems of access, conservation and
quality of clean drinking water across the country.
Published in The Express Tribune, May 30th, 2016.
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Local governments: one step forward, two
steps back
By Naveed Iftikhar
Published: August 12, 2016

Cricket and the English language are not the only legacies of colonial rule that
we love. The legacy of centralised and weak participatory governance is even
more embedded in our society. Daron Acemoglu, the author of Why Nations
Fail, famously made an argument that colonial regimes established authoritative
and extractive institutions in the regions where they had not settled (South Asia
and Africa) while institutions were citizen-centric in the regions where they had
planned to settle (Australia and Canada). And many of the countries continue to
operate with the same colonial institutions — albeit with modifications.
Pakistan’s strong reliance on bureaucratic governance and central political
leadership is, probably, a manifestation of the colonial legacy.
Despite an international appreciation for local governments (LG) given the
possibilities of bottom-up economic and social development they offer, Pakistan
is known for a history of intermittently established, weak and ineffective LGs,
akin to taking one step forward and two steps back on the road to more
participative governance. Military regimes formed LGs to legitimise their
authority but those were rolled back whenever politicians regained government.
There were great expectations after the passage of the 18th Amendment and the
7th National Finance Commission Award in 2009 that LGs will be strengthened
more than they were during the Musharraf era but this remains a distant dream
as their financial and administrative autonomy has been curtailed in the latest
episode of establishing LGs. Till today, LGs have either not been
operationalised in many regions/cities or are struggling for finances and defining
their jurisdictions. Generally, reporting of district administration to the
provincial bureaucracy and particularly, the establishment of district education
and health authorities in Punjab have made LGs virtually redundant. Shahid
Kardar, in a research paper, voiced the same concern in 2001: “Since provincial
governments view their authority being weakened, the structure and scope of
devolution is likely to change with the exit of Pervez Musharraf from the
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political scene, whenever it takes place.” And that is what has happened with
provincial governments having concentrated resources and powers instead of
sharing them with local governments. A question worth exploring is, why has
this happened?
The public choice tradition in economics explains that politicians, bureaucrats
and influential voters promote their interests instead of pursuing collective
welfare. To some extent, this can be a plausible reason behind the formation of
weak and ineffective LGs. Political parties, the bureaucracy, and influential
voters are presumably more comfortable in a centralised system instead of
devolving authority and power to LGs as they all are beneficiaries in the former.
Recently, through a detailed and rigorous analysis, Dr Sabrin Beg, an Assistant
Professor of Economics at the University of Delaware, has explained that
politicians in Pakistan use public and private exchanges with their voters during
elections.
Moreover, bureaucrats prefer to rule at district, city and town levels instead of
giving a chance to local politicians, and accordingly develop inappropriate local
government designs through a nexus with politicians. There are also arguments
related to incapacity and corruption of local politicians. To some extent, voters
find alliances with politicians ruling at the centre a comfortable arrangement, in
case their rivals are elected in powerful LGs and create difficulties for them.
Another plausible reason of weak LGs may be a conflict of interest. Since local
governance legislation is developed and passed by provincial assemblies, what
incentive do they have to transfer their power to LGs? “Local governments are
ineffective not so much due to their own fault but due to the way they have been
treated by the higher echelons of government,” wrote S Akbar Zaidi in his article
in Economic and Political Weekly in 1996.
Nevertheless, it is commonly remarked that lower levels of education and fragile
democratic practices are not conducive to effective LGs. There is a belief that
elite capture is more concentrated in LGs than at higher tiers. Arif Hassan wrote
a piece in this newspaper in 2011 in which he reported the results of a union
council level survey, which stated that the people of Pakistan “prefer
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Musharraf’s (LG) system as compared to the old bureaucratic one”. But he also
pointed out nepotism, corruption and biased infrastructure development during
that time. Another perspective focuses on the strong and coordinated role of
central governments in a developing country like Pakistan. Devolved and
uncoordinated systems of multi-level governance create problems even in
developed countries. In a recent survey that I administered, in which over 80 per
cent of respondents voted, it was found that politicians and bureaucrats
deliberately establish weak and ineffective LGs as they don’t want to share
resources and authority.
Countries around the world from the US to Europe and India have been
reforming institutional architectures and mandates of LGs in order to make them
more effective and accountable. It’s true that local governance evolves through
iteration, which has not been allowed in the case of Pakistan, particularly by
democratic governments. There is considerable evidence suggesting that
citizens’ engagement through local governance encourages inclusive ownership
and responsibility in a society — promising better service delivery, trust and
economic gains.
Let me share an analogy from sports, discussed in a recent podcast conversation
(Soch Bichar), between Dr Nadeemul Haque and Dr Ali Cheema about the
importance of LGs. “Isn’t it better to have one captain of the team instead of
many?” Dr Nadeem probes to which the latter replies that we need to understand
that there is not one team in the country; each city and town has its own team
but we want to have one captain for all teams, which is not feasible and effective.
Finally, an oft-neglected fact is that LGs are nurseries that can nurture political
maturity and democratisation — scarce at the moment. Due to an absence of
effective LGs, most of our leadership has made its way into politics through
insidious connections or has secured late-age entry after garnering fame in other
walks of life.
Published in The Express Tribune, August 13th, 2016.
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The tale of our cities
By Naveed Iftikhar
Published: December 10, 2015

“It was the best of times, it was the worst of times … it was the season of Light,
it was the season of Darkness, it was the spring of hope, it was the winter of
despair…”
The famous opening line from Charles Dickens’ masterpiece, A Tale of Two
Cities, compares the different worlds of the elite and the common man existing
side by side just before the French Revolution. More recently, Daron Acemoglu
and James Robinson have illustrated the situation in two cities located along the
USA-Mexico border in their book, Why Nations Fail, to describe the contrasts
in the quality of lives of the inhabitants. This can be depicted by the following
extract from the book: “North of the fence lies the American city of Nogales,
Arizona; south of it lies the Mexican city of Nogales, Sonora. On the American
side, average income and life expectancy are higher, crime and corruption are
lower, health and roads are better, and elections are more democratic.”
The cities in Pakistan present similar striking contrasts. Within each city, there
exist vast disparities in the quality of life and circumstances of people. In any
large metropolis, one can see cities within the city, some with little resemblance
to each other. Over time, the gap between the quality of life of inhabitants has
increased, which has had implications on social harmony, economic activity,
and law and order. However, the tale of our cities remains untold.
A rapid increase in elite housing societies in almost every major city can be
seen. These localities exist like islands where residents enjoy various amenities
and luxuries. They have state-of-the-art water and sanitation facilities, access to
quality education and healthcare, private security, membership of elite clubs and
strong social networks. Many of these people have high stakes or involvement
in politics and other forums of public decision-making. They exist in a parallel
universe comparable with some of the best lifestyles in high-income countries.
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There is a grim side of our cities as well, which can be seen in the form of slums,
disorganised housing societies and underdeveloped areas. The unavailability of
the most basic of amenities of life, including clean water and sanitation,
education, public transport and decent housing leads to a vicious cycle of
disease, unemployment, low income levels, poverty and conflict. There is
limited social interaction between the haves and the have-nots living in the same
city as most networks and opportunities for social interaction are designed to be
exclusive. The voice of the downtrodden and their participation in the political
process remains negligible. Eventually, the youth from such marginalised
communities becomes vulnerable to be used as either tools or victims of the
many forms of crimes and conflicts that are prevalent in society.
Pakistan is one of the most rapidly urbanising countries in the world and this
trend is expected to continue and grow in the future as well. This brings with it
a range of opportunities and challenges. It is obvious that urbanisation is
unstoppable and to some extent, it is one of the ways to pull a significant section
of our population out of poverty. The dynamics of cities and the overall state of
life in a rapidly urbanising Pakistan are rarely discussed and researched. We do
not come across in-depth analyses of various issues related to urbanisation in
the country. The exceptions have been the few conferences held to initiate
dialogue on cities in the last few years. The first was held by the Pakistan
Institute of Development Economics in 2006, followed by one held by the
Wilson Center in 2013 in Karachi. The International Conference on Framework
for Economic Growth (2010) led by Nadeem ul Haque tried to generate support
for the reorientation of cities, but could not build a coalition to follow up on the
agenda. Vision 2025 recognises urbanisation as one of the main challenges
facing the country, but actions to implement the plan it prescribes is still awaited.
Similarly, Pakistan is one of the first few countries to adopt Sustainable
Development Goals (SDG), which include “Inclusive Cities” as the eleventh
SDG, but the real test will be the effective execution of the plans.
Our cities have become car-friendly, and investment priorities have been
inclined towards constructing more road infrastructure. We are building
sprawling cities dotted by elite and disorganised housing societies and in the
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bargain have lost land that could have been used for agriculture and industry.
Then there are the problems of law and order and unaffordable housing. Cities
look towards provincial governments for development plans on account of their
minimal contribution in revenue generation. The power and resources that were
transferred from the federal government to the provinces in 2008 have been
concentrated within a few provincial departments instead of there being an
onward transfer of responsibilities and resources to the local governments. There
are various indigenous civil society-led model projects, which have been
successfully implemented in Pakistan despite all the hurdles. Some of these
include Changa Panai, Khuda ki Basti and the Orangi Town project. However,
the scale of their implementation has been limited and has not been
institutionalised into mainstream policies. Urban dimensions of poverty,
inequality, density, zoning, water and sanitation, transportation, job creation and
affordable housing need to be debated at various public and private forums and
within society at large. In order to reflect the real size of the urban population,
the upcoming census should take into account those people who commute daily
from rural areas into cities as well as residents of densely populated suburbs and
towns. The current forms of colonial and troubleshooting approaches towards
city management are not only proving to be devastating for our cities, they are
also unsustainable. The time to debate, plan and act is now.

Published in The Express Tribune, December 10th, 2015.
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SECTION FIVE

Economic Research

Wanted: a new breed of economists
By Naveed Iftikhar
Published: June 1, 2019

After Asad Umer’s departure a crisis occurred within the PTI to find a suitable
finance minister for the country. Indeed, the absence of any reasonable
candidate in the ruling party for the important position is a manifestation of
distortions in the market of economists in Pakistan. Considering the lack of
well-trained economists — and policymaking human resource — in the
country, this article suggests raising a new breed of economists and public
policy practitioners to resolve economic and social challenges.
Firstly, Pakistan lacks a focus on domestically-sponsored research agenda.
Most of the economic research in Pakistan is financed by international
organisations. There is a need to establish an autonomously-run Pakistan
Economic Research Centre (PERC) to finance research on domestic economic
policies. This PERC should not recruit in-house staff for research rather it
should only finance research.
Secondly, most of economic research in Pakistan is still narrowly focused on
macroeconomic outcomes such as fiscal and current account deficits without
realising that these outcomes are based on microeconomic fundamentals such
as state-market relations, value chain, state capacity, labour force productivity,
vibrancy of cities, and entrepreneurial culture. Universities and think-tanks
should focus on microeconomic foundations.
Thirdly, Pakistan has been relying on economists either coming from
international agencies or professors of Ivy League institutions. Both belong to
the super elite class of Pakistan that is disconnected with the society and the
functioning of the public sector in the country. Of course, there is no harm in
benefiting from these experts having international exposure, but they should
not be given policy formulation positions on their sabbaticals or vacation. One
way to get out of this trap is that the Higher Education Commission of
Pakistan embark on the transformation of economics as a discipline in
Pakistan. Three things are needed in this regard: one, fundamental revision in
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the Economics syllabus across the country to include many emerging fields
and subjects. Two, all economics graduates should be required to have
compulsory internships in schools, hospitals, agriculture farms, factories,
technology firms and state-owned organisations. Three, economics students
should be exposed to interdisciplinary education.
Fourthly, all economic ministries should have 5% of their current budget
allocated for research and policy support that should be used for financing
research in their domain. The public sector should make research financing
less bureaucratic to attract quality researchers. Once this process of continuous
interaction of domestic researchers and policy makers starts, economists will
also learn in this process and that will feed into the quality of research in the
long run.
Fifthly, political parties need to have in-house economic think tanks. Instead of
engaging retirees or young volunteers, political parties should hire economists
in their think-tanks to develop a long-term understanding of political and
economic issues and their implications. It will help in three ways: One,
economists working closely within political parties will have more nuanced
understanding of political and social costs and implications of economic
decisions. Two, these economists will apprise the political leadership of more
realistic situation of the economy and available alternatives. Three, this fusion
of economic and politics will help the political parties in avoiding tall claims
and not get blindsided by the economic situation of the country when in power.
The aforementioned measures can help broaden the pool of economists and
policymakers for leadership roles in the public sector of the country.
Published in The Express Tribune, June 1st, 2019.
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Can PTI escape an economic failure?
By Naveed Iftikhar
Published: January 9, 2019

An economic failure of the PTI government would be an unfortunate event of
historic proportions for Imran Khan’s lifelong political struggle, the nation’s
morale and the democratic process in Pakistan. Despite its good intentions, the
PTI government has only a few achievements or positive signals so far regarding
economic performance. Let me share what has gone wrong during the initial
months of this government and whether it can reverse some of the mistakes.
The first thing is to get out of the task force mode of governance. People have
given the mandate of reforms and governance to Imran Khan and other political
leadership. But the prime minster has been forming task forces. Most of the
members of the task forces are retirees and lobbyists with strong vested interests.
These task forces lack diversity and due representation of youth and women.
The task forces and many appointed (or informal) advisers of the PM have been
complicating the decision-making process through a set-up parallel to ministers.
The PM needs to empower his cabinet members and then hold them accountable.
The ministers may form task forces and committees if and when required.
Secondly, the PTI announced many initiatives in its early days without realising
the ground realities and real dynamics of the markets. One such announcement
was about establishing a sovereign wealth fund or a holding company for Stateowned Enterprises (SOEs). Indeed, it was yet another step to delay tough
decisions. As of today, there has been no progress on the holding company
except an announcement and its incorporation as Sarmaya Pakistan. It seems
impossible that the PTI will ever be able to transform the loss-making SOEs
through this company and would ever be able to transfer companies from energy
and communication sectors to this holding company. Resultantly, this holding
company will exist only on paper and with redundant and insignificant
companies on its portfolio. Instead the government needs to disband the Pakistan
International Airlines, Steel Mills and other such uncompetitive companies
putting burden on the exchequer and then appoint independent and professional
boards of the remaining SOEs. Let the boards run SOEs! The government,
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through the finance ministry, needs to give performance targets to the boards
and companies and then hold them accountable.
The single act by PM Khan that has won hearts of many is the establishment of
shelter homes in major cities. Simple actions based on compassion and sincerity
can go a long way to serve marginalised people. One such area that needs to be
focused is the provision of drinking water. The PM, instead of focusing on the
provision of drinking water and developing small dams in Balochistan and
interior Sindh, has been carried away with the narrative of mega dams.
Provincial governments and other agencies may be giving fancy presentations
to the PM on drinking water projects, but every Pakistani will attest to the fact
that nothing practical is happening on this front. So, the PM needs to facilitate
investment and improve governance in the drinking water sector and
construction of small dams.
While visiting China, Malaysia and Turkey, the PM said to every country that
he wants to learn from them about their economic model. Indeed, there is no
secret about the model adopted by some of these countries. The key was the
strengthening of the state capacity and enabling business environment for the
private sector. On the state capacity, the PM has been relying on task forces and
advisers instead of taking concrete steps in this direction. During early days of
the government, the abrupt removals of Inspectors General of Police of
Islamabad and Punjab sent a negative signal for establishing an independent and
merit-based bureaucracy. Moreover, the recent accountability drive has deterred
bureaucrats to take even rightful actions. Resultantly, there is a state of inaction
in the executive set-up. Secondly, on enabling the business environment,
someone has misled the PM that it’s about improving Pakistan’s ranking in the
Ease of Doing Business indicator of the World Bank. Instead of focusing on
cosmetics of indices, the PM should lead reforms of the tax machinery and the
judicial system. These two steps will stimulate the same economic activity that
took place in China, Turkey and Malaysia.
The PTI also needs to infuse confidence in the market about their economic
management. No doubt the IMF package comes with tough economic
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conditions, but the country should understand that borrowing from friendly
countries may have political costs which may overweigh economic costs in the
long run. The government should have gone to the IMF immediately because
alternatives are costlier. Moreover, there is a need to merge the Board of
Investment, Ministry of Industries and Production, Ministry of IT and Ministry
of Science and Technology into Ministry of Commerce to form a Ministry of
Private Sector Facilitation. For foreign investment, the PTI government should
engage the private sector of other countries instead of talking to their
governments. In addition, there is a need to restructure half-a-century-old
Planning Commission and planning processes in the federal government.
Finally, this is the first government which has announced an ambitious
programme of housing for middle- and low-income families. However, the
government is designing housing initiatives akin to the Ashiana scam. Hardly
any government in the world has been able to successfully implement effective
programmes for public housing. Our state capacity and the financial system are
not capable of providing the leverage to meet the ambitious agenda of five
million houses. But there is a simpler and more cost-effective way to fulfil the
promise. Removing limits on high-rise construction, strengthening construction
regulatory agencies, ensuring fire insurance of every high-rise building and
putting a ban on sprawl of cities which is encroaching agricultural and industrial
lands, are some of the potential initiatives that can provide cost effective housing
to low and middle-income people. Unrealistically, high prices of land caused by
speculation is the key factor discouraging investment in productive sectors of
the economy. By allowing high-rise accommodation in cities, the government
can efficiently generate housing activity, investment and jobs.
Pakistan neither deserves nor can it afford an economic failure of the current
government. The PTI government needs to realise the seriousness and
implications of the aforementioned issues in order to avert such an eventuality.
Published in The Express Tribune, January 9th, 2019.
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Customer-centric approach goes a long
way in growing business
By Naveed Iftikhar / Irfan Altaf
Published: May 21, 2018

PHILADELPHIA: Recently, we interacted with a number of entrepreneurs in
Pakistan and asked what has contributed most to the survival and growth of their
businesses?
Among various factors, ‘customer experience’ emerged as a common strategy
in guaranteeing success. Entrepreneurs shared their stories of approaching,
serving, caring for, and retaining valued customers. We understand that many
factors contribute to a superior consumer experience. However, this article
discusses a few salient aspects of customer-centric approach for business
organisations.
Customer experience is defined as the process that ensues from the point a
customer shows interest in a product or service, making a purchase and the aftersales service. Harley Manning the author of “Customer Experience Defined”
described some facets of good customer experience as follows:
“Good customer experiences are three things from the perspective of the
customer. They are useful (deliver value), usable (make it easy to find and
engage with the value), and enjoyable (emotionally engaging so that people want
to use them).”
This approach can help to ensure continued business for an organisation in the
form of consumer loyalty.
With the abundance of products and services in the market, customers are
rightfully demanding high level of service from each supplier. Many businesses
recognise the need to provide top quality customer service consistently, but only
a few of them are able to define what that means or successfully achieve this
objective.
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Providing high quality customer experience and service requires deep insights
into customer expectations, and consistent delivery of the solutions they need.
Businesses need to understand the customer’s journey and try to improve the
customer experience because building a customer-centric organisation will
boost customer loyalty and foster profitable growth.
In order to ensure that an organisation is able to break through these current
trends there are some examples and proposed actions as below:
Go above and beyond: Most corporations in Pakistan claim in their mission
statements or organisation’s vision to provide best customer service to their
consumers. However, the concept of dedicated comfortable parking spaces,
welcome gestures e.g. offering ice-water or snacks while a customer is waiting
all seem to be in scarce practice. If you observe certain offices, you will find the
staff’s cars parked in the shade, while customers struggling to park in hot
weather conditions. In the research article “Analyzing predictors of customer
satisfaction and assessment of retail-banking problems in Pakistan” by
Muhammad Naeem Anjum, “research findings suggest that basic services can
improve customer satisfaction and banks should have distinctive focus on staff
behavior and service products that need to be constantly improved”. Zappos, an
online retail store, sets an exemplary standard for making a customer feel
valued. For example, Zappos sent flowers and a get well soon message to a
customer after they discovered that the customer had suffered a foot injury and
purchased six pair of shoes in the hope that one of them would fit. Another such
example, as quoted by qz.com, is that the CEO of Goldman Sachs, a $96 billion
company, Lloyd Blankfein personally calls customers to inquire about their
experiences with the bank’s personal loan product. These gestures give
customers a message that “they are valuable and being cared for.” On the
negative side, one of us (Naveed) called a dozen time in a day to talk to his
doctor at one of the Islamabad’s elite and tertiary care hospital in H-8 sector but
the doctor did not call back. Would a patient revert to such a doctor ever again?
NO!
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Provide what no one else will: Sometimes it is important to understand
customer’s wants vs customer’s needs. For example, had Steve Jobs asked
Apple’s customers what they wanted, a majority of them would have suggested
a larger keyboard on the cellphone. But Jobs envisioned a trendsetting
touchscreen interface in the shape of the iPhone. It is important to understand
the gap between the customer’s wants and their needs to be able to disrupt the
established industry, a key lesson for young entrepreneurs.
Walk in their shoes: Delayed deliveries are a common plague that retailers and
manufacturers suffer from at the suppliers end and is a big cause for increased
costs incurred by businesses. This promotes a culture of delayed product and
service deliveries to the customers as well. Conscious recognition on part of the
businesses can help hold the suppliers accountable to ensure timely deliveries
and thus ensure that the product reaches the consumer in a timely fashion as
well.
Customer Trust: The breach of trust of a customer is something that is most
damaging for any business. Maintenance of confidentiality is a responsibility of
every service provider be it a small start-up or a mega business, like Facebook.
This is evident from the recent allegations of privacy violations severely hurting
its reputation, customer base, and share price. It is a real-life example of the cost
of breaching confidentiality and the potential for subsequent losses. As a result,
your revenue and profit margin go down.
Empowering your employees: The culture in Pakistan’s businesses is still
feudalistic. The salesperson or waiter who is dealing with the customer directly
has no power to make a decision. This process is time consuming and leaves the
customer frustrated. Empowering your workforce can help resolve matters such
as refunds, exchanges and complaints efficiently, while keeping the customer in
high regard and ensuring that business policies are nurtured. Nordstrom, a
famous clothing retail store in the US, gives one such example where a
salesperson provided a refund to a customer without management’s approval for
tires he purchased from a “tire store” that used to be at the same location as
Nordstorm. In exchange for this, the Nordstrom management commended the
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salesperson by stating that “He treated the customer like he would like to be
treated.”
Lastly, if you want to start building a customer-centric organisation then first
identify your customer journey and recognise complaints as opportunities to win
long lasting customer loyalty.
Published in The Express Tribune, May 21st, 2018.
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Planning for Naya Pakistan
By Naveed Iftikhar
Published: August 10, 2018

While the country is rightly celebrating the third consecutive democratic
transition of government and our deeply-rooted pluralistic-political-culture, it is
time to be cognisant of the fact that the goal of Naya Pakistan— reformed, just,
and prosperous Pakistan dreamt by Imran Khan — cannot be achieved with half
a century old planning system. The PTI government will soon be starting the
planning process for shaping Naya Pakistan and they need to pay attention to
restructuring the prevailing planning machinery, architecture and processes.
Gone are the days when only the planning agencies within the public sector used
to plan and shape the future of nations. This is now an inclusive and dynamic
process. Many agents in their private and social capacity are actively forging the
future that makes it an exciting time to be in this country. However, our public
sector is too cornered and isolated now to obtain sufficient information about
the grassroots-level changes to foresee the future and to plan accordingly. The
pace of change in our society and the world around us is too fast to be grasped
by a select group of bureaucrats and politicians. These are the reasons that fiveyear plans by the Planning Commission of Pakistan become insignificant the
day those are unveiled. The public sector should now come forward with the
role of an enabler to facilitate a variety of actors to shape a promising Pakistan.
The so-called consultative meetings can achieve nothing by only inviting a
narrow group of stakeholders. The spirit of designing and implementing a
collective action lies in authority, control and partnerships. Public-sector
officials mostly hold meetings with the private sector and other actors with
strong lobbying influence. But I seldom see public officials’ participation in
events organised by the private sector, academic, and/or civil society
organisations aside from delivering a routine speech. Hence, the public sector is
totally disconnected from the developments happening in society.
More often than not, governments engage economists for economic planning
without realising that economy is just one piece of the puzzle of socioeconomic
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development of a society. We need to have a home-grown socio-political
process for developing and shaping a promising future of the country. Scientists,
sociologists, political leaders, entrepreneurs, young voices, minorities,
marginalised regions and many other segments of society need to come forward
to make planning a dynamic process. It is fair to allow for difference of opinion
and diversity, but there needs to be a consensus on broad direction and rules of
engagements among the key agents involved in the game.
The current bifurcation of sectors such as agriculture, industry and services —
that economists and the public sector alike pursue in the development plans have
become irrelevant. This scheme of understanding the economy and its growth is
redundant for planning ahead. Education, public health, social justice, cities,
science, entrepreneurship, 4th industrial revolution, regional peace, social
cohesion and capacity of institutions are some of the key areas where we need
to have a national dialogue.
The starting point for planning Naya Pakistan will be to transform the planning
apparatus in the country which was developed in 1960s and could not keep pace
with the modern-day changes. The Federal Planning Commission should be
transformed into a lean and efficient organisation undertaking approval and
monitoring of only key mega projects having total allocations of over 300 billion
or so. Below this limit, ministries and divisions should be empowered to
undertake in-house approvals and monitoring. Most of the sectoral chiefs and
planning staff currently working in the Planning Commission should be posted
to the relevant line ministries. Ministries and divisions need to be empowered
financially to develop strategic plans for their own operations. The Ministry of
Interprovincial Coordination should be abolished, and the mandate of
supporting the Council of Common Interests should be handed over to the
transformed Planning Commission. Alongside monitoring mega projects and
support to the CCI, provinces, the third pillar of the planning commission,
should be to evolve as a place of higher wisdom and knowledge hub for
Pakistan’s transformation. There is also a need to revive evaluation capacities
of the Planning Commission to give better directions to our budgetary priorities
and expenditures. This capacity has always been in the Planning Commission
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but was deliberately undermined so that no questions can be raised by
professionals on budgetary decisions of the politicians in power. Finally, the
Ministry of Planning, Development and Reforms should also be abolished, and
the Planning Commission should work directly under the prime minister. It may
be pertinent to mention that India has recently abolished its Planning
Commission and established a lean and efficient organisation called The
National Institute for Transforming India Aayog to function as a think tank.
Sometime ago I contributed an article to this paper titled, ‘Time to Establish
Ministry of Private Sector Facilitation’ in which it was proposed, “This ministry
should be established by merging the Ministry of Commerce and Textile,
Ministry of Industries and Production, Board of Investment, some attached
departments of the Ministry of Information Technology and almost half of the
Planning Commission.” The article also laid out the design and structure of the
proposed ministry along with its suggested mandate and devolved public
financial management system. If the country wants to promote private sectorled growth, we will have to move towards such a restructuring of the federal
government.
The provincial governments need to devolve planning and development
mandates to cities. The process can be initiated from each city having a
population of more than one million. The cities need to have their own
autonomous and professional local governments that will take decisions in
consultation with the local people according to their specific needs and
circumstances. Each city of over one million population should have its own
Economic Development Office functioning as the ‘Planning and Development
Board’ at the city level. Some taxation powers in the services sector should also
be devolved to these mega cities.
Published in The Express Tribune, August 10th, 2018.
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A GDP number isn’t enough to measure
true development
By Naveed Iftikhar
Published: January 29, 2018

ISLAMABAD: “It does not include the beauty of our poetry or the strength of
our marriages; the intelligence of our public debate or the integrity of our public
officials. It measures neither our wit nor our courage; neither our wisdom nor
our learning; neither our compassion nor our devotion to our country; it
measures everything, in short, except that which makes life worthwhile.”
Robert Kennedy spoke these words in 1968 about the Gross Domestic Product
(GDP), a few decades after the advent of GDP as a measurement tool of
economic growth and performance. Despite such a critique by many quarters,
GDP has become the most commonly used and an important economic indicator.
Many alternative measurements – like happiness index, social well-being
indices, human development index, and quality of life index – have not enjoyed
the same acclaim as GDP.
David Pilling has recently written a book, ‘The Growth Delusion’ that unearths
many of the common flaws in the concept and measurement of GDP across the
world. Pilling eloquently enunciates the historical debate on what needs to be
included and what should not be included. The book sheds light on following
challenges of counting on the GDP as a proxy for the economic performance of
a country; the methodology to measure GDP has been evolving but it remains
unable to capture the reality.
If production of tobaccos, drugs, and weapons of mass destruction and
prostitution increases in a society (and it is included in the GDP), regardless of
their social welfare impacts, they will increase the size of GDP. And some
politicians and economists will be there to celebrate an increase in the size of
the economy. The time spent and utility of breast feeding by mothers is not part
of the GDP. Indeed, women are most neglected in GDP measurement throughout
the history of its measurement.
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Similarly, volunteer work, informal economy cannot become part of the GDP
regardless of their impact on the economy. What cannot be costed and not
measured is actually not part of the GDP. This also leads to serious flaws when
we develop many economic indicators as ratios of GDP, such as expenditures
on education or defense as percentage of GDP.
Economists would say yes; there are many deficiencies in the measurement of
GDP. Yet, most of the politicians and economists would rely on the growth rate
of GDP to make an argument in favour of or against any policy. It may be true
that some economists may use this with caution as they do understand its flaws,
but politicians really do not understand the calculations behind this number.
Such a grossly flawed usage of GDP does give wrong messages to people in a
society. The more interesting case, for example, is the recent increase in GDP
growth rate in the US during Trump Administration. Larry Summer, famous
economist and former Treasury Secretary, has recently written an article in The
Washington Post that this increase cannot be attributed to Trump’s policies. So,
there has always been a controversy about what causes growth in the GDP and
what does not.
Indeed, GDP is not the only culprit in the room. Overall, statistical foundations
for policymaking are tinkered and fudged on the whims of those in power or
other influential stakeholders. Such poorly constructed numbers and estimates,
then fed into the decision-making process.
Morten Jerven’s book, Poor Numbers, explains the inaccuracy of data in most
of the Sub-Saharan Africa and how it has been affecting development outcomes
in the region. But leave Sub-Saharan Africa aside, Pilling quoted a survey in the
UK in which only 10% people said that statistics released by the UK’s Office
for National Statistics (ONS) were reliable.
If this is the situation in the UK, I wonder how people will react to the credibility
of economics estimates and numbers by statistical agencies in Pakistan. There
are four takeaways for Pakistan from this dialogue;
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First, we will have to raise some suspicion on economic numbers. Particularly
when economists tout the benefits of increasing growth rate of GDP and other
such economic indicators, we should try to decipher these numbers first before
moving onto a blind celebration of such achievements and policy prescriptions.
Recently, a leading expat Pakistani economist suggested to the government to
improve the measurement of GDP and the sole purpose, as quoted in the media,
was to show that size of the country’s economy was larger than what we reported
currently. We need to be careful about such a prescription as it has nothing to
do with the quality of life of people. No-doubt, there should be a continuous
effort to improve measurement of economic indicators, but the objective of the
exercise should be clear.
Secondly, Pakistan lacks micro-level and many other innovative data sets
describing performance of human capital and business. That is why most of the
research takes place by using aggregate datasets. Pakistan needs to improve
autonomy and capacity of federal and provincial statistical agencies in the
country. The use of modern technologies – such as big data, remote sensing, and
artificial intelligence – need to be facilitated in Pakistan.
Third, it is unfortunate in Pakistan that when someone quotes a numeric number
either in everyday life or in corridors of policymaking, he/she claims it as a fact.
Many do not understand that a number itself is constructed based on some
methodological biases. Actually, there is a need to differentiate between a
number and an evidence/fact.
Four, the inconvenient truth is that everyone highlights a number that matches
their argument and tries to bury the numbers that go against their argument. But
it is of utmost importance that policymakers present an honest situation of
economic performance instead of only projecting favourable economic
indicators.
Published in The Express Tribune, January 29th, 2018.
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The birth of neuro-economics
Komal Shakeel and Naveed Iftikhar
Published: December 5, 2017

Can we foresee the advent of some sort of pills which can stimulate brains of
politicians, bureaucrats, and corporate executives to make right decisions? We
do not know it yet. If it happens, probably it would be a great service to the
humanity. However, we do know the birth of neuroeconomics is certainly going
to give the missing brain to economics. As might be evident from the name;
Neuro-economics (NE) is a fusion of Neuroscience, Economics and Psychology.
This article explains what the new field is, delves into the historical evolution
of the subject, the prominent contributors to this offshoot of economics, the key
research methodologies employed to study different hypothesis, the potential it
has to solve policy problems and its possible future for policy makers.
Economists have long been trying to understand and predict human behaviour
especially in the domain of economic decision making. Basic evolutionary
curiosity should have led them to seek a range of diverse views, psychological,
anthropological, neurological in nature, and yet until the 1990’s there was no
real attempt to seek an interdisciplinary discourse.
In the 1970’s, behavioural scientists/economists like Kahneman and Traversky
or Richard Thaler challenged the classic economic models focusing on ideas of
utility maximization and rationality by presenting a counter theory for
rationality of human behaviour in the ‘Prospective Utility Curve’. It was not
until 2005 that the first ever Society for Neuro-economics held its open
registration event in Kiawah Island. Paul Glimcher was nominated the President.
There have been rapid developments in this area since then, however, much is
yet to be explored.
NE is a nascent area of enquiry within economics as a discipline, merely a
decade old. It borrows tools of enquiry from the three disciplines. From
Neuroscience it uses non-invasive brain imaging techniques for example,
Functional Magnetic Resonance Imaging (fMRIs), Positron Emission
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Tomography (PET scans), Transcranial Magnetic Stimulation (TMS) etc.
Furthermore, in economics, it borrows excessively from game theory, eg
dictator/ ultimatum games.
Using concepts from psychology that overlap with economics, like cognitive
bias, cognitive dissonance, social cooperation, trust, altruistic behaviour, NE
creates a palette of complimentary techniques to answer complex questions
about complex realities of modern social interaction. Where one area of enquiry
falls short, the other compliments it with tools, methodologies or theory.
The burning question today however, is, whether this field of academic enquiry
has any potential answers for social and public policy problems. There are
nascent signs but still a long way to go. Daring to extrapolate from Richard
Thaler’s ‘Nudge’ journey to the Nobel Prize in 2017 counts for some optimism.
In the 1970s when behavioural economics was just beginning to emerge as a
field, little could anyone foresee that there will be behavioural Insight teams in
the white house and 10 Downing Street? Yet, today we have ‘Nudge’ units in
many governments. Similarly, Neuro-economics with its interdisciplinary
approach presents policy makers and academics potential to re-imagine policy
questions and poise themselves with a more varied palette of policy tools.
For example, Urban Design is a neglected field in public policy in Pakistan.
With the rapidly rising population in urban centres, policy makers need to
consider ‘Cities as engines of economic growth’ much more seriously than ever
before. How can variations in the urban design lead to more vibrancy in our
society and improved quality of life for citizens? Some experimentation in urban
design needs to be investigated to show how variations influence behaviours and
the human mind. Similarly, traffic congestion, disease breakouts, and crimes are
important urban policy issues that today’s megapolises are confronting around
the world.
So far, policy makers across the world have presented engineering or economic
solutions to urban problems like congestion. A simple common-sense solution,
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very popular with the incumbent government, is to build more infrastructure.
Better roads, wider roads, more roads! Countries like Britain, Singapore which
are limited by spatial constraints opt for levying of ‘congestion charges’ at peak
hours to discourage cars in the city centres. However, do we as policy makers
look into the human brain’s physiology and understand how to combine the
engineering and economic solutions with certain stimuli in the environment to
address an urban problem like this.
There is a potential that someday neuroeconomics will be able to offer important
insights to address these challenges. There is much more that a deeper
understanding of the human brain (neuroscience) and mind (psychology) has to
offer to economic policy makers and we are excited to expect uncovering of
those gaps which will propel the discourse forward.
It can also be hoped that a better understanding of human brain will alter many
assumptions about the human behavior that have long been foundational to
many economic theories. Behavioral understanding has already informed
consumption theory, pensions schemes, and many incentive structures, now it is
time that further research in neuroeconomics will finally help economics to find
its missing brain.
Published in Daily Times, December 5th 2017.
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The narratives of economists
Naveed Iftikhar
Published: September 18, 2017

Have economists lost an influence on public policies and issues important to
everyday life of people? This question is being posed across the world,
especially in the post-Brexit scenario and after the victory of Donald Trump in
the US presidential elections. Almost every leading economist in the US and
UK warned against the proposed policies of Donald Trump and Brexit advocates
on the campaign trails respectively. But the public paid little attention to such
warnings.
These economists may not be held responsible for the outcome in the both cases,
but the phenomenon does provide insights about the relevance of economists in
today’s world. Here in Pakistan, economic governance is decaying over the time.
Leading economists and self-proclaimed public intellectuals (in economic
policy) have been presenting reform proposals for quite some time. Neither
policy makers, nor common people pay any attention to what is being
propagated by such economists.
One of the potential explanations of this phenomenon is that economists lack
sufficient capacity to understand complex interactions in a society and then they
are also unable to convey their ideas and thoughts in the narrative style.
Economists should stand for some ideas, narratives and perspectives which are
understandable for common people. Obviously, academic economists have to
engage themselves in scholarly research to add to the body of knowledge. But,
as social scientists they also have a greater responsibility to influence positive
changes in the society.
Some of these issues are being discussed under the rubrics of ‘Economics of
Ideas’ and ‘Narrative Economics’. Robert Schiller, the Nobel prize winner and
past President of American Economic Association (AEA), gave a Presidential
address on ‘Narrative Economics’ at the 2017 annual meeting of AEA. It is
published in American Economic Review of April 2017. Schiller highlights that
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narratives have been playing a powerful role since ancient time in bringing both
positive and annoying changes in the societies. Many fields in the social sciences
and humanities have relied on narratives to communicate the messages and ideas
but economists are lagging.
He gave numerous examples how narratives have been influencing economic
outcomes in the world and spelled out directions for further research on this
aspect. He considers narratives as a “simple story or easily expressed
explanation of events that many people want to bring up in conversation or on
news or social media because it can be used to stimulate the concerns or
emotions of others, and/ or because it appears to advance self-interest… It is not
generally a researched story, and may have glaring holes, as in urban legends.”
One such endeavour has been made through a recent book by Dr Nadeemul
Haque, Looking Back: How Pakistan Became Asian Tiger by 2050. The book
is useful for economists, policy makers and other readers. The semi-fiction-style
book propagates bottom up ideas and dialogue to introduce reforms in politics,
social fabric, and economic governance. It presents an idea of Research For
Pakistan (RFP) which hosts domestic thinkers and intellectuals to deliberate and
to advise the government on key policy issues.
An idea of networks for research and reforms has also been discussed in the
book. However, many in Pakistan legitimately question; Why did Dr Haque not
implement these proposals when he was heading the Planning Commission? Dr
Haque still idealises his contribution to develop Framework for Economic
Growth which was approved by the National Economic Council but could never
get implemented due to reluctance of the then Finance Minister.
There are a few myths associated with ideas. Some consider that ideas are
different than so-called empirical or theoretical research. But they do not
understand that ideas, indeed, emanate from research. Ideas drive research and
inquiry. Ideas change the mode of research and experimentation. And, ideas may
challenge the existing social and economic structures to shape a new reality. It
is important to consider that ideas also need a competitive market. The kind of
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competition in the market of ideas is certainly different due to partial
excludability, as an idea can be used by many and may be put together with
another arrangement of ideas. Thus, we can expect increasing returns to scale
from exchange of ideas.
There is another myth that self-interest dominates intellectual ideas. However,
Dani Rodrik has addressed this myth in a paper, When Ideas Trump Interests:
Preferences, Worldviews, and Policy Innovations. He has emphasised that
interests are also based on some ideas and political economy models should
incorporate role of ideas. Similarly, ideas are also considered value and ideology
oriented.
It is widely believed that the language and perspectives of many economists
cannot be understood by the common people. Some give examples of physicists,
biologists and chemists that they are also not understandable for the common
people. But this argument is simply flawed. Scientists have to deal with physical
objects while social scientists are mainly concerned with individual and societal
behaviours. The social world is far different than rocks and cosmos.
Most of the economists spuriously correlate their ideas with the policy
outcomes. Actually, more often than not, they just legitimise actions of
politicians and international agencies. Some economists must pick up those
ideas and take them to the people at large. Moreover, economists really need to
open their minds, especially for ideas from other branches of social sciences and
humanities. This change can only be triggered by transforming curriculum and
mode of learning in the economics departments of universities.
Published in Daily Times, September 18th 2017.
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What is wrong with Pakistan’s economy?
By Naveed Iftikhar
Published: April 10, 2017

DELAWARE: What’s wrong with Pakistan’s economy? An economist, most
likely, will reply by pointing to macroeconomic indicators such as slow GDP
growth, lower investment, higher fiscal deficit, a troubling balance of payment,
lower tax collection, weak export competitiveness and higher public debt.
Some may highlight rampant corruption and microeconomic foundations of key
economic and social sectors. Often, the economic dialogue is narrowly confined
to these indicators and sectoral reports.
Most of the economists cannot unearth the societal and cultural foundations that
may be constraining economic growth and prosperity in the long run. This is
perhaps one of the reasons it is remarked that “the economy is too important to
be left to economists.”
Since independence, Pakistan’s economy sporadically achieved GDP growth
higher than 5% — especially during military governments in 1960s, 1980s and
2000s. However, it would be too simplistic and flawed to establish a correlation
between military rule and higher economic growth; the phenomenon is indeed
“borrowed growth”.
Pakistan achieved higher economic growth due to support by international
players. We have rarely made efforts to reform institutional architecture,
strengthen state capacity, foster a culture of knowledge creation and diffusion
and harness human resource potential. Vibrant societies give space and value to
ideas and new knowledge.
However, in Pakistan, the chief executive of every public or private sector
organisation considers themselves final authority in a range of issues. Hence,
there is generally no appreciation of diversity of opinions and ideas. Cultural
attributes such as openness to new ideas and honouring transaction283

commitments feed into overall economic performance. Both traits are
marginalised in the country.
It is important to appreciate that these policy and cultural attributes cannot be
transplanted in a vacuum. Sometimes, visionary political leaders can influence
societal and cultural changes to advance economic and social transformation
agendas.
It may appear true in the cases of Lee Kuan Yew (Singapore), Paul Kagame
(Rwanda), Seretse Khama (Botswana), Mao Zedong, Deng Xiaopeng (China)
and Lula da Silva (Brazil). Pakistan has been waiting for such miraculous
leadership. But little attention is paid to the fact that, more often than not, the
transformation is organic in nature and requires a society-wide response.
The most recent book by economic historian Joel Mokyre, ‘A Culture of
Growth: The Origins of the Modern Economy’, is an excellent account of such
societal changes which shaped industrial revolution in western nations from
1500-1700 AD.
He has explained eloquently why the sustained economic growth based on
scientific and technological advances only occurred in Europe: “What changed
in this age was the culture—the beliefs and attitudes of educated elite towards,
useful knowledge, how to acquire it, how to distribute it, and what it could do”.
The respect and influence that cultural entrepreneurs like Francis Bacon and
Newton gained was perhaps unmatchable in any other society at that time. The
elite took pride in intellectual ventures and literary dialogues.
The transnational and virtual community of intellectuals—The Republic of
Letters—fostered competitive market for ideas in philosophy, physics,
medicine, mathematics, and other fields. Many of the ordinary technicians and
workers turned themselves into inventors of technology by exploiting the
existing knowledge and favourable patent structure. And of course, the society
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was open to new ideas and knowledge coming from Islamic, Indian, and Chinese
civilisations.
Mokyre described the role of politics in this process: “Princes and kings
competed to provide patronage and protection to the most successful and best
known artists and scientists.”
If we try to find such things in today’s Pakistan, we will certainly be
disappointed. How can we achieve economic advancement in this environment?
Certainly, an increase in so-called GDP numbers will occur occasionally but it
would be hard to create and sustain any economic transformation. Bureaucratic
structures are prevalent in universities, scientific organisations, research centres
and business organisations.
Most business corporations have raised empires through an insidious nexus with
the state. Hence, the prevalence of “Seth Culture” and intergenerational
businesses don’t promote creativity, innovation and competitiveness by
employing a talented work force and giving space to new business ideas.
We need to pose a right set of questions to know what’s wrong with Pakistan’s
economy. Some of these questions are: Why Pakistan could not develop
educational institutions like Delhi School of Economics and Indian Institute of
Technology?
Why our business organisations could not become TATA? Why Pakistan could
not develop a city like Shenzhen? Malaysia and many other countries used to
send their bureaucrats to Pakistan for training in 1960s but what happened to us
afterwards? Why does the public sector no longer attract and retain talent?
Instead of a rhetoric of security challenges and political instability, the answer
to many of the above questions lies in the absence of market for talent, ideas,
and knowledge.
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The aforementioned weaknesses and constraints rarely attract the attention of
policy makers and popular economic writers. Without addressing these
fundamental issues, Pakistan will continue to rely on “borrowed growth” with
the change of one lender after another.
While there is an urgent need to fix pressing security challenges, more deep
rooted reforms are required to develop and attract talent to serve in the public
sector and businesses. Instead of politicians, the community leaders, academics
and intellectuals should have a greater role in societal transformation.
Published in The Express Tribune, April 10th, 2017.
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What should a modern university look
like?
By Naveed Iftikhar
Published: December 8, 2016

Imagine a new university being planned in Pakistan. Starting point will be the
allocation of vast land somewhere far outside of a city. Investment planning
shall be undertaken for physical infrastructure and landscaping. Isolated
buildings of academic departments would be constructed. There will be least
thinking about the quality of faculty, research activities and improvement of
teaching-learning environment. Curriculum and standard operating procedures
from other universities will be adopted with some tinkering. Administration
would be making academic decisions since the beginning. It particularly holds
true for Pakistan but remains so for many other parts of the world as well.
This rotten style of establishing a university and functioning afterwards, indeed
has hampered quality and relevance of teaching and research output in multiple
ways. I always wonder why a university cannot be established in the high-rise
buildings in the middle of a city where faculty and students can approach easily
and remain connected to people and places around themselves. Mixed
occupancy of such building can enhance the richness of research and learning.
Due to urban proliferation, some of the universities have now become part of
the cities but they are still isolated from the communities and socio-economic
dynamics around them, as they were established farther at some point in time.
The design of physical structure and interaction have a profound impact on
behaviours and performance and it is rarely considered while planning
universities. Model of isolated departments in the universities has indeed
produced academic silos. There is least interdisciplinary interaction amongst
scholars of various disciplines. Everyone in academia talks about it like a
political slogan but hardly a few embark on it.
Some universities in the US are establishing buildings which host private
companies, corporate research centres, and academic disciplines at the same
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place. Occupants interact with each other on daily basis and try to resolve
emerging managerial and technological problems together. Teaching hospitals
have been practicing similar model for a long time. But it is not ubiquitous.
Recently, I got a chance to visit several universities in the US and I found little
interdisciplinary interactions. PhD students, for example, from economics,
sociology, engineering, geography, psychology, public policy, anthropology,
history, political science, and law among other have met rarely with each other
in the both formal and informal settings. Many of them are indeed ignorant about
research being conducted in the department next door even if it is very close to
their own area of interest. The academic environment does not encourage them
to interact across the disciplines and departments. Social and economic
problems of today’s world are not as isolated or clearly demarcated as our
academic disciplines have become. Social science enterprise needs a complete
overhaul to address such issues. In many cases, even scientific research is
constrained due to a lack of cognisance of its social underpinnings.
MIT’s Building 20 remained a classic example of research and innovation
through interdisciplinary interaction until its demise in 1998. A dilapidated
building raised out of emergency of Second World War research projects and
later absorbing an influx of veterans enrolled in the university, indeed produced
high value research and inventions. The building’s infrastructure was worst at
its best but it’s hotchpotch design enhanced interdisciplinary interactions among
scholars which produced amazing results. Another lesson was that sophisticated
buildings least matter for research and innovation — it’s the quality of human
resource and their interaction that make a difference.
There are many developments in the technological and social domains which
are awaiting response by the universities in Pakistan and other parts of the world.
But academia and policy makers are responding very slowly. Massive Open
Online Courses and other such educational innovations can spread education at
an affordable cost. Moreover, in the digital world, why a student enrolled in one
university should be deprived of attending a lecture from a top-notch professor
in his/her field teaching in another university in same or other country.
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Undergraduate degree programs hardly concentrate on skill set for the job
market. While graduate students in universities of Pakistan are often engaged in
poor quality research of so-called global problems but they seldom bother to
research the economy and society alongside the high walls of the university.
Two questions are important here; how many economics departments of
universities in Lahore offer the course on “Economy of the city of Lahore”. How
many universities offer the public to access their libraries? Majority of the
universities in Pakistan do not have teaching and research exchange programs
with each other, not to mention foreign universities.
Among the political leadership, Minister Ahsan Iqbal has been trying to engage
national and international academia. It is the right time that he should steer such
transformation in Pakistani universities in partnership with the provincial
governments. We often blame resource constraints but it’s indeed a matter of
priority and commitment. Many Pakistanis have reached at the top faculty
positions in the universities in developed world. They can contribute in this
process. They may not need hefty remunerations but respect and independence
in research pursuits.
I could broadly sketch few emerging challenges that need to be confronted by a
university to call itself modern. However, the issue needs an in-depth dialogue
which is missing in Pakistan.
Published in The Express Tribune, December 9th, 2016.
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A journey from glory to turmoil
By Naveed Iftikhar
Published: April 24th, 2016

Analysing the causes behind Pakistan’s current poor economic performance,
weak governance and social disorder
Some time ago, I came across a research report by Institute for Democracy and
Economic Affairs, Kuala Lumpur that mentioned a senior police officer from
Pakistan, Shah Nazir Alam, was invited in 1957 by the Malaysian government.
Alam made excellent recommendations to eradicate corruption and set up anticorruption institutions in Malaysia and many of his recommendations were
implemented.
Another similar story is cited by a Cambridge Economist Ha-Joon Chang;
Malaysia had sent its bureaucracy to Pakistan for training that helped Malaysia
in the economic development process. These encounters and a few other
nostalgic excerpts from our history made me write today.
The narrative of Pakistan’s remarkable domestic performance and support to
other countries can be traced back to 1960s -- starting from airlines to
international sports and economic planning to international diplomacy. Though,
there were voices against regional inequalities, authoritative governance, and
crony capitalism, largely things were far better in the past.
Many Pakistanis still shine globally in academia, international development, and
other walks of life, but the national institutions and organisations as such have
not been doing better.
Look at our current performance in international indicators related to
governance, growth, corruption, and state capacity and compare it with our own
past. One can find out that the glory started dwindling after 1960s… Why?
How?
Maybe the simplest and most common answer would be a couple of countries
who are generally presumed to have no business other than conspiring to
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destabilise Pakistan! But, this narrative shifts attention from our wrong domestic
and foreign policy choices that we ourselves made, about the way country was
run. Indeed, there is need for a sharp and unbiased system analysis that can
inform the dialogue. To this end, I have tried to share few reasons of current
turmoil and traced its roots before moving to emerging hopes in the country’s
great future.
Lower investment in education and other areas of social development may be
considered as one of the fundamental reasons pulling back the country because
investment in education develops the human capital which becomes the source
of progress for nations. William Easterly argues in his paper "Political Economy
of Growth Without Development"that despite one of the top recipients of foreign
aid and high growth achiever till 2000, Pakistan remained unable to invest in
human development and other social areas. Education as a whole remains
neglected in terms of size and quality of resources. Moreover, fragmentation,
poor quality of text books, a flawed examination system, unmotivated teachers
and overall non-conducive teaching-learning environment have led to lower
performance of the country in terms of human development.
Now, let’s turn to politics. Many a time, we blame political instability during
1990s and slow growth after 2007, as reasons of Pakistan’s current poor
economic performance, weak governance, and social disorder. But the roots of
all of this malaise were actually laid down by Bhutto and Zia.
Bhutto nationalised thriving entrepreneurial base of the country and suppressed
the future growth and innovation in economy. Zia’s reliance on religious
instigation to solidify personal regime and serve poorly-planned international
proxy wars militarised non-state actors that disturbed social order and
international image of the country afterwards. Other blunders made by Zia
include the enlargement of the public sector and increase in state-sponsored
corruption in economic development projects.
Both of them also brutalised opponent voices of their time which intensified
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political and social intolerance in society and some of the seeds of internal
conflicts and violence have roots in that time period.
The mistakes were not only confined to education system and political choices
but also entrenched into our societal aversion towards knowledge and science.
Reference to popularity of fraudulent miracle of water-run car in recent past is
sufficient to prove my point here. Similarly, lack of quality discourse and
research on economic and social policies in the country and absence of openness
of politicians and policy makers to fresh ideas and professional advice has been
a serious issue. Nadeemul Haque and M.H. Khan have shared their perspective
in a paper "The Economics Profession in Pakistan" that how we could not
develop tradition of knowledge and sound dialogue in economics and policymaking. Somehow, we continue to believe in intuition, personal whims and
ideas of ‘defunct economists’."
The country continues to remain averse to economic openness, enabling
business environment and rule of law. Resultantly, we could not become a
choice for domestic and foreign investors, which led to reliance on public debt
to spur growth. The only viable business in recent time is idle investment in real
estate speculation at the cost of fewer capitals for productive sectors. This trend
has negative impact on revenues of the government and rapidly rising young
labour force which is unable to find decent work opportunities.
While India, China, and a few other developing countries made phenomenal
economic progress on account of high levels of domestic savings and
investment, exploiting international trade opportunities, and hosting foreign
investors during 1990s/2000s; Pakistan could not seize the moment due to
legacy of structural imbalances, internal conflicts and flawed policies. Rising
international business interests in India and China also helped them achieve
international diplomatic objectives which were the other way around for us at
the same time.
A lot can be added to the above list including personality-driven politics,
centralised governance and a hostile neighbourhood, but I would stop here and
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share my opinion about reversal of this trend. First of all, we need to start
discussion on reshaping institutions and policies which were detracted long ago.
Next is to reform education system to professionalise young labour force, to
provide equitable opportunities to all who are left behind, and to promote a
culture of social, ethnic, religious, and political tolerance. Finally, there is a need
to reorient civil service and economic institutions to respond to current
challenges of lower investment and slow growth, and reshape formation and
governance of political parties to improve state capacity and democratic
legitimacy.
New hopes have started emerging on many fronts in the country. The Nawaz
government deserves a credit for forging political and economic stability while
Imran Khan deserves immense appreciation for political mobilisation in the
country and strengthening voices for transparency and reforms. This is indeed
beauty of a democratic and political process that will unleash massive
opportunities.
Developments on economic and security fronts in the form of China-Pakistan
Economic Corridors, regional energy trading and Zarb-e-Azb will have spillover
effects in the near future. Domestic manufacturing of high quality JF-17 fighter
planes and other missile system is a manifestation of strong defense and
scientific capabilities that can be commercialised.
Pakistan’s youth is now doing far better in education, entrepreneurship,
technology ventures and open discourse in key economic, political and social
areas. When the whole world was unable to accommodate refugees, Pakistan
was recognised for observing far higher standards of morality and governance
to accommodate Afghan refugees and internally displaced persons. Pakistani
society at large has realised that time has come to correct past malaise and
rebuild our economic, political, social and administrative institutions.
Published in The News, April 24th, 2016.
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Beyond macroeconomic indicators
Naveed Iftikhar
Published: June 23rd, 2016

Economists, policy practitioners, politicians and international agencies in
Pakistan are obsessed with macroeconomic indicators as a way to measure and
achieve national progress. They keep on writing and challenging each other on
numbers and trends of fiscal deficit, exchange rate, public debt, interest rate, and
tax to GDP ratio among others. More often than not, this discourse is rooted in
a surface understanding of the simple interrelationships of macroeconomic
variables taught in Economics 101. Despite the strident government rhetoric
about raising economic growth rate and enhancing trade competitiveness,
binding constraints to economic growth are not tackled seriously enough. Local
economic and social development and microeconomic foundations in the areas
of productivity, technology, regulations, infrastructure and social capital that are
critical for growth and development rarely get any attention. I do not mean at all
that macroeconomic performance does not matter for development and
prosperity, rather my concern is-they get more share in the policy debates than
they ought to have. Why is the economy conversation in Pakistan so narrowly
focused on macro issues to the neglect of more fundamental micro concerns? I
will try to outline some reasons for this indifference on the large part of
economists and policy makers in Pakistan. First, economists are mostly trained
to analyse secondary macroeconomic datasets easily available at national and
international level. Secondly, understanding of local issues is often more tedious
and costly, and they sometimes do not have access to financial resources to study
behavioural perspectives and local level dynamics in our cities, villages, and
regions. Thirdly, economics schools generally do not teach local economic
development and qualitative research, which constrains the capacity of
economics students and practitioners to develop "thick description" of issues.
Fourthly, most of the research dissertations and economics papers in the country
or abroad are mainly focused on domestic and international macroeconomic
issues. It can plausibly be argued by some that this focus on the macro economy
is on account of there being not much local level variation of different cities and
regions, reason being centralisation of autonomy, authority, and resources at
federal and provincial levels. However I do not agree with this. Each city and
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region has its own characteristic which, sometimes, can be better understood by
research and analysis through qualitative approaches eg ethnography and
phenomenology. Look at the incredible success of Sialkot city in terms of
partnership between business community and government agencies to develop
and maintain complex infrastructure jointly. How all of this happened and why
it could not happen at other places? One will rarely find any research on it. Even
the urban conferences/forums concentrate on overall urbanization trends and
challenges, instead of focusing on individual cities. If we turn to agglomeration
economics, we can see huge variations in the performance of industrial clusters
in the country, but rare discussion and research is there on such aspects of
economic productivity and prosperity. One can find sterile cluster studies by
federal government's redundant organisations but it's hard to get a good analysis
of performance of formal and informal enterprises by serious researchers. Yet
some localities and communities have found such innovative means to resolve
complex economic and social problems that central plans can take years to do.
"Changa Pani"is a grass root level example of government-community
partnership for 24/7 metered drinking water implemented at small scales in
Faisalabad, Lahore and Bhalwal. Similar examples can be found in educational
quality and standards across different public sector institutions. In some cases,
leadership of an educational institution delivered, what could not be achieved
by so called education policies and plans. For example, a silent revolution in girl
education is taking place in Gujranwala Division owing to a large fleet of
University of Gujrat's buses to pick and drop girls from far flung rural areas to
the university. This initiative based on understanding of local constraints to girl
education has proven far more beneficial than gender development workshops
and plans, crafted often in Islamabad by government and civil society. Land
record reforms in Punjab and police reforms in KPK are unfolding which are
raising hopes for better governance but little research is available on their
direction and impact so far. I do not want to give an impression here that all
good things are happening in different cities and regions in Pakistan. But I do
want to make a case that our economists, policymakers, and politicians need to
muddy their hands by studying closely the experiences of people and
communities in resolving their problems through their own efforts, instead of
generalising with a lens of macroeconomic aggregates and averages. The
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dialogue on economic policies in Pakistan lack intellectual humility, diversity
of perspectives, engaging conversation and theoretical pluralism that to some
extent we can observe in Bhagwati vs Sen debate in India. Obviously there are
few exceptions in the circle of economists. Amongst popular writers, I like
insights and perspectives of Dr Faisal Bari highlighting vital behavioural and
micro level dynamics of key economic and social issues. Amongst universities,
I come across research by Lahore School of Economics that tries to focus on
agglomeration economics. Similarly, research approach and commitment to
focus on spontaneous development by an Islamabad based think tank, "Policy
Research Institute of Market Economy" is encouraging and productive. Dr
Vaqar Ahmad's stance on regional connectivity and trade reforms is well known.
And of course Dr Nadeem-ul-Haque has been writing and advocating few
important aspects of developing professional culture in economics circles and
focusing on city and entrepreneurial competitiveness issues. Dr Asad Zaman is
contributing to critique of standard economic theories and policies. So we can
find fewer economists whose discourse parts ways from popular discussions on
macroeconomic numbers. It is also common to put blame of slow growth on
corruption or inability of central Governments. But I want to make a point that
if microeconomic foundations are set right and society is thriving, we can still
move towards high growth and competitiveness. It is evident from recent growth
performance of India. It will be helpful to cite Francis Fukuyama about India at
the end of his book, Political Order and Decay; "The system is rife with
corruption and patronage; 34 percent of the winners of India's 2014 elections
have criminal indictments pending against them, including serious charges like
murder, kidnapping and sexual assault. A rule of law exists but it is slow and
ineffective that many plaintiffs die before their cases come to trial." The purpose
of this long quote is obviously not to legitimise politician's corruption or to
condone them from legal and moral accountability and also not to establish that
corrupt governments donot affect quality of development process. Rather, it
aims to highlight that microeconomic foundations and devolution can
circumvent failures of federal governments and at some point of time they
enhance quality of government through strong demand and influence of reform
coalitions and rising middle income class. This phenomenon is emerging now
in Pakistan when middle class is exerting pressure for transparency and
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accountability of public officials. Finally, it is foremost to devolve the power,
authorities, and resources at local levels. Recently formed local governments
have not served the very objective of transferring powers and resources at local
level. Influential voter alliances, bureaucrats, and politicians do not want power
and resources to be transferred at local level. Academic and research community
has greater obligation in this scenario to advocate for devolution and
decentralisation. I think the time is ripe to restructure federal Planning
Commission and provincial Planning and Development Boards/Departments, so
that they only focus on interprovincial and inter-jurisdictional development
issues. Local Economic Development Offices (LDOs) should be established and
strengthened at the district and city levels to analyse and respond to local needs
of business community and citizens. There are currently offices of Finance and
Planning, and Enterprise and Investment at district level but they lack mandate
and capacity to carry out such functions. By establishing LDOs, there will be
more demand for local research and it will also mobilise some economists and
policy makers to look beyond macroeconomic indicators. While economics is
being challenged internationally from inside and outside, in the wake of rising
inequalities, mathiness of economic models, heterodox thoughts and failure of
astrological predictions by economists, in Pakistan macroeconomists, economic
policy practitioners, researchers and politicians need to be confronted to
deliberate and address micro foundations of the economy and society.
Published in Business Recorder, June 23rd, 2016.
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Operations of economic theorists
Naveed Iftikhar
Published: November 06th, 2014

William Easterly wrote a book The Tyranny of Experts: Economists, Dictators
and the Forgotten Rights of the Poor in 2013. And he has argued how the nexus
of these creatures has often suppressed spontaneous development and human
rights in many parts of the world. Recently Alan Jay Levinovitz wrote an essay
in Aeon magazine titled "The new astrology" and discussed that economists
tried to become astrologers/astronomers but miserably failed in their
predictions. He made an argument; "by fetishising mathematical model,
economists turned economics into a highly paid pseudoscience". Economists
have always been facing harsh criticism from internal and external fronts for
both right and wrong reasons. But very recently famous economist Paul Romer
criticized wrong usage of mathematics in economics in his paper titled,
Mathiness in Theory of Economic Growth and used term of "professional
magic" to characterize some of the norms in Economist's profession which is as
follows: "Perhaps our norms will soon be like those in professional magic; it
will be impolite, perhaps even an ethical breach, to reveal how someone's trick
works". So, the critique towards economists is really using interesting analogies,
metaphors and explanations. I thought to consider related issues and to reflect
on the state of affairs in this important discipline and profession.
It may be true that much of the criticism on economists emanates from scholars
in social sciences-which are closely related to economics- who feel themselves
left behind the race of applying knowledge to policymaking. As Richard Thaler
wrote in his book "Misbehaving": "until recently, other social scientists, were
rarely invited to the table, and when they were invited, they were relegated to
the equivalent of the kids' table at a family gathering." Many of the arguments
against economists can be equally applied to scholars in other social sciences
and even to pure scientists in some instances. However, for this piece, I will only
elucidate the dialogue around economists.
Let's start the discussion with data and its usage by economists. While national
level administrative datasets, particularly in developing countries, have their
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own limitations which are often used in econometric analysis to formulate policy
prescriptions but recent modes of data analytics and randomized control trials
(RCTs) in economics are also not perfect. Conceptual and contextual
understanding of societal behavior and interconnections are evaporating from
both abstract and experimental economic analysis. Some of the economists seem
to look for anything/event that can be described as "natural experiment" and can
also be measured for an analysis which can lead to a publishable paper. Fewer
try to hide their normative orientation behind the mathematical models and
empirical estimations but it becomes obvious with the title of paper and when
they jump from so-called robust empirical analysis to policy prescriptions. For
example, I came across a research paper that found that formation of farmer
organizations to manage irrigation system had enhanced water pilferage in
Punjab. Maybe true, but the authors jumped to doubt the spirit of
decentralization as it may enhance corruption through elite capture and title of
the paper included a term "decentralizing corruption?" My observation was that
title and policy recommendations were not in line with the analysis of the paper
and context. Authors did not even bother to cite Elinor Ostrom who found that
farmer's self-organization in Nepal improved irrigation system. So, their
discussion should have focused on how top-down farmer organization reforms
in Punjab performed poorly than self-organization of farmers in Nepal or
collective action of communities in similar locations or settings in Pakistan and
other parts of the world. Paul Romer in the above mentioned paper unveiled how
some of the economists have promoted mathiness in economics i.e. "without
tight links -between words and math and between theory and evidence". I would
go further to say that there is lesser preference to study the human behaviors
through psychological, political, sociological and anthropological lens. But
when I say it, I do not mean that economics as a discipline should not have
distinct theoretical boundaries. I argue that many of the social problems and
issues don't conform neatly to disciplinary boundaries. Moreover, when we give
too much importance to mathematical sophistication and data analysis,
somewhere we lose discourse on non-measurable individual and societal values
such as explained by Amartya Sen, "Development as Freedom". Angus Deaton
and Nancy Cartwright, in their paper published by National Bureau of Economic
Research in September 2016 titled "Understanding and misunderstanding
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randomized controlled trials" have eloquently explained limitations of RCTs
which need to be given due weight while pursuing such analysis.
The next irony is that most of the economists pretend their work as more robust
than others' and would never try to see it as one of the plausible interpretations
of the situation. As Dani Rodrik has mentioned in his book "Economics Rules"
that economists present "a model" as "the model". And earlier in one of his blogs
he wrote that there was not something wrong with economics but with
economists. The stubbornness of some of the economists is nicely articulated by
Richard Thaler in aforementioned book in the following words: "We don't have
to stop inventing abstract models that describe the behavior of imaginary Econs.
We do, however, have to stop assuming that those models are accurate
descriptions of behavior, and stop basing policy decisions on such flawed
analysis." He has referred Econs (Homo Economicus) as fictional creature of
consistently rationalists and unbiased units of analysis in many economic
theories instead of perceiving them as human beings who are often not as
rationalistic or unbiased in choices and decisions. Aroun Shourie, in his article
in Economic and Political Weekly in 1975, expressed similar concerns about
flawed modes of research and the nexus among economists for legitimizing
politicians' policies in India. He wrote the following about economists: "They
are forever 'explaining' what has already happened. Consumption of fertilisers
grows or does not grow in some areas, some farmers use or do not use fertilisers.
Once this has happened, we rush in with our research proposals, questionnaires,
and fairly simple-minded regressions to 'explain' why what has happened has
happened".
Vilfredo Pareto-known and recognized to introduce mathematical forms of
reasoning and economic analysis-later in his life became dissatisfied with
excessive use of mathematics in economics. He considered historical sociopolitical factors fundamental for economic growth and performance. Joseph
Schumpeter and G.L.S. Shackle warned about hiding normative preferences and
limitations of probabilistic analysis respectively but hardly anyone bothered to
dive deeper into their arguments and to align the analysis accordingly. Very
recently Nassim Nicholas Taleb has also reflected on issues relating to limitation
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of probabilistic models in his book "Black Swan". I do acknowledge the need
for carrying out the data analysis for policymaking but it should remain as one
of the tools, not an objective in itself. And it should also not be presented as
objective and unbiased analysis even when a researcher has a normative and
ideological preference to do so. However, some new developments on the fronts
of artificial intelligence and machine learning are revealing that hegemony of
economists on data analytics will also fade soon.
What I want to say now is probably in line with argument of Dani Rodrik. It's
not as much fault of economics as a discipline as it is of the economists-turned
magicians and astrologers. The economics itself is a powerful discipline to
understand human behavior and also allow eclectic approach to incorporate
inter-disciplinary learning but it's the stubbornness on part of some economists
who want to rein the supremacy of economics within social sciences at the costs
of social and economic upheaval. Adam Smith, John Maynard Keynes and
Fredrick Hayek contributed with their normative orientations and wellstructured arguments what seems impossible now. They were not as experts in
mathematics or data tricks as today's ordinary economist has become. I do
understand the importance of evolution in any discipline but I would reiterate
that quantitative data analysis should not be construed as economics itself or
alone foundation for decision making.
In State of Economics, State of the World Conference, held in the World Bank
in 2016, Kaushik Basu emphasized the importance of theory and empirical
analysis in economics but remarked nicely about policy linkages; "For good
policy we need facts and evidence but we also need deduction and reasoning......
The reason is that causality, whether or not it is there, can never be established.
Causality lies in the eyes of the beholder.....I am convinced we need one more
ingredient: commonsense and reasoned intuition.... Researchers refuse to admit
it, but it is true that there is no escape from the use of intuition, and the
'knowledge' that we acquire through life casually, mainly by using
commonsense. It would be a mistake to insist that all knowledge has to be rooted
in scientific methods, such as controlled experiments." I would reiterate that this
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does not imply that we should not indulge into research and analysis but it
highlights the need for pluralistic pursuits of knowledge and policy research.
So, many of the analytical and theoretical problems emerge when economists
try to extend their role far beyond what the theory and discipline can do. I would
like to end the piece by quoting following paragraph by William Barber, "the
operations of an economic theorist may also be likened, in an important respect,
to those of a professional photographer. Both are engaged in producing images
of reality, but neither can depict reality in its full complexity.....Moreover, in
both cases, the images conveyed depend on the observer as well as his field of
observation...In similar fashion analytical systems in economics sharpen our
insights into certain features of the real world, but blurs others that lie beyond
their central focus."
Published in Business Recorder November 06, 2014.
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