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PAKISTAN’S ECONOMY, 2020
A year which started off with several plans and coupled with many hopes and expectations, however, the
Almighty once again showed mankind that indeed He is the best planner! The fiscal year 2020 started off
with expectations of our key economic indicators as illustrated below but due to the outbreak of COVID19, the forecasts were far from met.

S.No.

Particulars

2020
(Current)

2020
(forecast)

2019

1.

Population

220,892,340

208,362,334

204,596,442

2.

GDP Growth Rate (%)

(0.4)

4.5

3.9

3.

Inflation (%)

11.2

6.5

8.8

4.

Current Account Balance
(% of GDP)

(1.1)

(3.0)

(3.7)

5.

Current Account Balance (USD Billion)

(2.8)

(1.2)

(10.3)

6.

Interest Rate (%)

7.94

8.5

12.25

7.

Dollar Parity (PKR:$)

164

146

149

8.

Unemployment rate (%)

5.8

5.9

6

9.

Government Debt (Rs. In billion)

31,452

28,000

29,520

Source: International Monetary Fund, Trading Economics, State Bank of Pakistan and Ministry of Finance
From the above illustration, it is apparent that the forecasted targets for the fiscal year 2020, although
were realistic but due to unforeseen circumstances were not achieved. As the fiscal year 2020 began, the
incumbent government took stringent measures for the stabilization of the economy which was plunging.
These efforts were mainly focused at shrinking the current account and fiscal deficit of our economy which
indeed paid dividends as Pakistan experienced for the first time in many years a current account surplus
in October 2019. In addition improved ranking in World Bank’s ease of doing business index, and ‘Stable’’
credit outlook to B3 from ‘Negative’ by Moody’s, reaffirmed the successful policies of Government in
stabilizing the economy and laying a foundation for robust growth.
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However, as the first case of COVID-19 was confirmed during February, 2020 which started multiplying
exponentially, a nation-wide lockdown was imposed which brought the economy of Pakistan to a near
halt. This resulted in a deterioration of the economic indicators of Pakistan as GDP growth rate fell from
3.9% (2020 forecast: 4.5%) to a negative growth of 0.4%. Furthermore, the brunt of the lockdown was
borne by the common man as inflation rose from 8.8% in 2019 (2020 forecast: 6.5%) to 11.2% in the
current fiscal year. In addition to this, Pakistan saw a steep depreciation in its dollar parity as it fell to Rs.
164. Considering the fact that Pakistan is an import based economy, this steep depreciation of the
currency was a major contributor to the rise in inflation.
AGRICULTURE AND LIVESTOCK:
The Agriculture sector of Pakistan is still one of the largest sectors of the Economy of Pakistan in terms of
labor participation and the fact that majority of the population directly or indirectly depends on it for their
livelihood. However, during the past years the contribution of Pakistan’s agriculture sector to its GDP has
witnessed a decrease of 19.3 percent. This is mainly due to water shortage, pest attacks, unpredictable
climate changes and lack of fair market price for growers/farmers in the market. Overall, this year the
country witnessed a slight increase of growth of important crops by 2.90%.
Livestock having share of 60.56 percent in agriculture and 11.69 percent in GDP achieved the growth at
2.58 percent. The Fishing sector having share of 2.06 percent in agriculture value addition (and 0.40
percent in GDP), grew by 0.60 percent, while Forestry sector having share of 2.13 percent in agriculture
(and 0.41 percent in GDP) grew by 2.29 percent.
However, the outbreak of the COVID-19 pandemic as well as the locusts swarm attacks have not allowed
our agriculture to thrive to its true potential and pose a high risk situation for the future. Due to economies
going under lockdown, our country’s exports for agriculture and livestock produce have experienced a
decline which the Government of Pakistan hopes to curb through efforts for continued market access with
the relevant authorities in China, South Africa, Jordan and Indonesia using diplomatic channels.
MANUFACTURING:
The manufacturing and mining sector of Pakistan contributes to approximately 14 percent of the GDP of
the country while providing employment opportunities to 16.1 percent of the total labor force. However,
the financial year 2019 has been rough for the manufacturing sector with a negative growth experienced
by large scale manufacturers of 2.28%. This may be blamed on the outbreak of COVID-19 but a major
contributor for this was the depreciation in the dollar parity by approximately 12%. Since Pakistan is an
economy heavily relying on imports for even the raw material, parts and machinery to be used in the
manufacturing processes.
The Government of Pakistan has taken measures to support the manufacturing sector with a package of
around Rs. 100 billion to support export oriented industries and various subsidies, however, the
manufacturing sector of Pakistan will not thrive until we are no longer dependent on our imports for raw
material.
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EDUCATION:
Pakistan is ranked 152 out of 189 countries in the United Nations Development Programme’s (UNDP)
Human Development Index (HDI) ranking, according to the Human Development Report, 2019.
Unfortunately, Pakistan has not exhibited improvement in key educational indicators, such as literacy
rate, gross enrolment ratio, and expenditure on education, as compared to regional countries.
Any country who fails to educate the nation with quality education and which is affordable/available to
the masses will not prosper. The future of any economy is made in the classroom and we are unfortunate
that the children of the poor and needy are made to hold tools to work rather than a book and pencil.
In the Economic Survey, 2020 the Government of Pakistan has stated the following agenda items in an
attempt to improve the education sector:





Decrease Out of School Children (OOSC) and Increase School Completion;
Achieve Uniformity in Education Standards;
Improve the Quality of Education and
Enhance Access to and Relevance of Skills Training.

However, no concrete plan of action has been defined, rather high level vision and statements have been
provided. Furthermore, no significant improvement has been seen in the education sector since last year
which clearly shows that we need to pay attention to this sector before it’s too late. The public
expenditure on education during the fiscal year 2019 was 868 Billion Rs. Reflecting a mere increase of
4.7% as compared to the year before.
ENERGY:
During the past few years Pakistan has adopted a more sustainable and forward looking approach to
solving its energy crises. From taking a shift from its famous rental energy approach to a more robust
renewable energy projects developed by Independent Power Producers. This not only created jobs in the
energy sector but grew the inflow of capital by private investors exponentially. Currently there are several
new wind and solar power projects in the pipeline being developed by private investors, also known as
the “super six”. During the fiscal year till April, 2020, the installed electricity capacity increased to 35,972
megawatts as compared to 33,452 megawatts in the previous year showing a growth of an impressive
7.5%.
Apart from large scale renewable energy producers, Pakistan has seen an increased shift towards small
renewable energy plants at homes and villages with the help of net-metering so that the excess electricity
being produced by such small scale facilities is utilized in the national power grid.
However, as opposed to the above, Pakistan produces around four (4) Billion Cubic Feet per Day (BCFD)
of indigenous natural gas against an unconstrained demand of over six (6) BCFD. To meet the shortfall,
the Government has initiated the import of LNG. Our reliance on future import of LNG is expected to
increase further as new projects for LNG are being set up which would contribute to our current account
deficit.
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EMPLOYMENT:
Pakistan is a country having the 9th largest labor force in the world, however, it has an unemployment rate
of 5.8% which is expected to experience a steep rise during the current financial year due to the economic
impacts of the outbreak of COVID-19; it is estimated that approximately 18 million people would be
unemployed.
Pakistan is the 2nd largest manpower/labor exporting country of South Asia. Bureau of Emigration and
Overseas Employment (BE&OE) has registered more than 11.11 million emigrants for employment
abroad. Especially during the past year as the persons who registered for oversees employment saw a
sharp rise by 63% as the numbers rose from 373,366 to 611,159. This brain drain coupled with our failing
education system and unemployment is taking a toll on our economy as skilled workers whether labor or
white collar are preferring to work abroad.
WHAT IS THE WAY FORWARD WITH COVID-19 AND OUR ECONOMY?
The outbreak of COVID-19 has without a doubt dragged even the most stable of global economies to
recession of a magnitude unmatched in the last 150 years and the exact impact of this global issue can
only be measured once the duration and spread of this virus can be determined. At this point in time, it
seems very premature to exactly measure how long this virus will last as the world has set all its hopes on
the researchers busy in preparing a vaccine for it. Therefore, the light to the end of the tunnel cannot be
seen yet and although the some measures such has social protection cash distribution, reduction in cost
of borrowing and electricity bills waiver for commercial consumers has been introduced, unfortunately
the economic overview, 2020 presented fails to outline detailed strategy for future plan of action which
the government would adopt to curb the impact of the economic recession caused by this virus.
Hence, while hoping a plan of action is available, following are a few suggestions which we believe would
help uplift the economy in this crucial time:
IMMEDIATE FINANCIAL HELP TO SMALL AND MEDIUM ENTERPRISES:
Small and medium enterprises including especially the agriculture sector form a major contributor to the
GDP of a developing country like Pakistan. However, the backlash of this virus has been borne the most
by small and medium enterprises as loss in revenues, bad debts and deficit in cash flows has resulted in a
many businesses to close down or lay off staff members. Immediate intervention of the Government of
Pakistan with financial aid plans and minimal cost of borrowing could be a few measures adopted to
support the small and medium enterprises of Pakistan before the situation worsens. As per the Economic
Survey, 2020, the Pakistan Institute of Development Economics (PIDE) estimates approximately 18.53
million people to be laid off due to the economic impacts of COVID-19. This astonishing estimate paints a
very grim outlook for the days to come if corrective measures are not taken quickly.
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INCREASING THE INFLOW OF FOREIGN DIRECT INVESTMENTS:
As per the Economic Survey, 2020 Foreign direct investment increased by 137.3 percent and reached
$ 2.1 billion as compared to $ 0.9 billion last year due to the efforts of the Government of Pakistan to
improve its rating in the ease of doing business ranking of the World Bank, we believe that a more action
oriented approach is needed in order to attract foreign direct investments. One window operations,
simplifying the process of approvals from the State Bank of Pakistan and the Pakistan Investment Board
as well as providing tax concessions to foreign direct investors would help bring in foreign direct
investments. The increase in foreign direct investments would help create more jobs in the economy as
well as relieve the pressure on inflation as the dollar parity would appreciate.
ENCOURAGE INVESTMENT IN THE PHARMACEUTICAL/HEALTH SECTOR:
Since going through a global pandemic requires a hefty amount of investment in the health and well-being
of a country’s population, the Government of Pakistan should develop policies encouraging the growth of
the pharmaceutical/health sector of Pakistan. Certain measures could be viz.; increased expenditure, tax
concessions, low cost financing and one-window operations for necessary approvals from the ministry of
health. These measures would help create jobs as new pharmaceutical industries are established as well
as ensure the supply of locally manufactured medical equipment and medicines as compared to the
expense incurred on imports in addition to increase in the number of hospitals.
FURTHER DECREASE IN COST OF BORROWING:
Although the Government of Pakistan has decreased the cost of borrowing from 12.25% to 7.94%, the
brunt of the economic impacts of COVID-19 requires a further decrease in cost of borrowing so in an
attempt to support every sector in Pakistan which requires more reliance on borrowing. Furthermore, the
credit risk policies enforced in the banking sector of Pakistan should also be eased out so that loans can
be easily provided to those in need.
SUPPORTING THE TRANSPORTATION:
Due to the global measures of enforcing lockdowns and social distancing, the transportation sectors of
world economies have taken a huge hit as Emirates laid off approximately 650 pilots and 6,500 members
of its cabin crew. If such a profitable organization has come to this point then we can only imagine what
the local airlines of Pakistan would be going through. Not only that but the railway sector as well as the
road transport sector of Pakistan has been at a standstill since the lockdown. These two sectors are a
means of earning daily wages for a major chunk of our population.
CONCLUSIVE REMARKS:
Indeed, these are “The Pressing Times”! Nobody can predict what is still to come economically. How the
demand and supply factors will react. Due to high forecast of unemployment rate the consumers’
purchasing power will be under pressure and eventually will affect demand. The growth target set by the
government will remain dependent upon the effective control of pandemic. We strongly recommend that
the government should revisit its strategies for revival of the economy with frequent intervals. It is noted
with concern that presently in the economic survey no commendable road map has been laid down.
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