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• During a decade of high economic growth rates in Asia, Pakistan has not 
been able to profit from its changing political environment since the 
restoration of democracy in 2008. Its external and internal political conflicts 
in combination with the weak institutional framework have resulted in setting 
other priorities than focusing on economic policy reforms. Consequently, low 

infrastructure, industry, agriculture and human development have not created 
sufficient economic growth. 
 

• In absence of a comprehensive industrial policy, the export-oriented sectors 
have not been able to provide the needed quantity and quality of 
employment opportunities for the young generations. Due to trade policies 
that failed to promote diversification, pressing macro-economic imbalances 
have been created. For the first time in its history, Pakistan has experienced 
a period of stagflation – low growth rates combined with high inflation. 
 

• This country study analyses the social, financial and environmental challenges 
for economic policy making on the way to the “Economy of Tomorrow”. It 
argues that Pakistan is currently standing on the “knife edge” which could 
go either way. But it also identifies the most important factors for change, 
with the objective to promote a debate about more inclusive and sustainable 
economic policies.  
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Chart 1.1 
Structure of the ‘Good Society’ Model for Pakistan 

TOOLS AIMS OBJECTIVES 
Governance 

• Develop a National Security Policy Tackle Militancy and Terrorism 

• Strengthen Security and Law Enforcing Apparatus Improve Law and Order Situation 

• Focus on Human Rights Laws and Implementation Improve status of Women and Minorities 

• Establish Third Tier (Local) of Government Promote participative democracy 

• Establish Accountability and Transparency Laws and 
Mechanisms 

Reduce Corruption 

Infrastructure 

• Rehabilitate and Expand Capacity of Power Sector 
Remove power-loadshedding and make sector 
�nancially viable 

 

• Rehabilitate and Expand the Irrigation System Increase agricultural output 

 
FASTER 

GROWTH 

Fiscal Policy   

• Tax Reforms 
Raise the Tax-to-GDP ratio and make the tax 
burden more progressive 

• Provision of Public Goods Increase Productive Capacity 

• Program of Social Protection Support Poor and Disadvantaged Groups 

SUSTAINABILITY 

Monetary Policy   
• Level of Interest Rates Manage Aggregate Demand 

• Allocation of Credit Divert credit to priority sectors like SMEs, 
agriculture, etc. 

• Exchange Rate Regime 
• Capital Controls 

Management of External Balance of Payments 

• Banking Regulation Ensure viability of Commercial Banks 

SOCIAL JUSTICE 
(INCLUSIVENESS) 

Trade and industrial Policy   
• Import Tari�s Protect Domestic Industry 

 

• Export Incentives Promote Exports 

• Regional Integration Diversi�cation of Export Markets 

RESILIENCE 

Social Policy    
• Provision of Education and Health Promote Human Development 

• Gender Laws and Mainstreaming Promote Gender Equality 

• Develop Social Partnerships Achieve Greater Social Mobilisation 

Labour    
• Labour Laws Increase ‘Decent’ Employment 

• Minimum Wages Protect unskilled workers 

• Wage structure Promote functional Wage Development 

• Social Security System Pensions for retired workers 

Environment    

• (Green) Industry 
‘Green’ Technologies like alternate (renewable) 
energy sources 
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• Enforcement of Environment Protection Laws by 
Strengthening Relevant Institutions 

Minimise Environmental Damage 

Market Regulation     
• Competition Laws and Implementation Prevent Monopolies and Restrictive Practices 

• Establish Specialised Regulatory Agencies 
Management of Natural Monopolies, Public 
Utilities 

• Local Supervision of Markets Ensure ‘fair’ prices 

Policy Coordination     
• Ensure Stable and Business Friendly Environment Promotion of Growth 
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1 But no Town Committees 
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2 Cumulative growth in exports from 2010-11 to 2012-13  
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