PAKISTAN SHOULD LOOK TOWARDS EAST:

DR. ISHRAT HUSAIN


One of the most dynamic regions of the world today and likely to remain so in the next several decades is East Asia (including Japan, China, Korea, Taiwan, Hong Kong, Australia and New Zealand).  The East Asia Summit that was held at Kaulalampur last week was a path breaking event in which Asian 10 countries (Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, Thailand and Viet Nam) along with China, Japan, Korea, Australia, New Zealand and India participated.   This summit could become a precursor for a long drawn process for an emerging East Asian Community.  The critical importance of East Asian Countries can be realized from the fact that this group contains one half of the world population, one-fourth of World GDP, is the fastest growing region in the world and provides hundreds of billions of dollars of its net savings to finance the current account deficit of the United States.  Intra regional trade among the Asia Countries accounts for 54 percent of the total trade and the links in the global supply chain led by Japan and China are quite strong in the region  a substantial part of Foreign direct investment to developing world is channeled to these countries.  China has become the world’s manufacturing factory while India is the largest beneficiary of outsourcing of services.

At the Emerging Markets Forum held at Oxford on December 9 -11, Co-chaired by former President Fidel Ramos of the Philippine and former Managing Director of the IMF, Michel Camdessus and which I had the privilege of attending, there was almost a consensus that the Asian region is going to continue as the growth engine for the world economy in the near term.  President Haruhiko Kuroda of the Asian Development Bank (ADB) outlined at the Forum his vision of Asia’s future.  The four pillars through which the integration and cooperation will be strengthened among the Asian countries are (a) development of regional Infrastructure such as ports, roads, airports, shipping and trade facilitation through which goods and people can cross borders easily (b) harmonization of taxation, regulations, laws etc. so that the transaction costs of doing business within the region can be minimized (c) pooling of financial resources and utilizing them within the region for development, crisis prevention and crisis management and (d) increased trade of goods and services to capture global market shares.


The ADB under the dynamic and visionary leadership of President Karoda has committed to assist the member developing countries to fulfill this agenda and we in Pakistan should take full advantage of this initiative.  How can we go about this ?

Pakistan’s public policy makers and businessmen have, for historical reasons, remained too much attached towards the United Sates and Europe and have paid scanty attention towards this dynamic region.  Simple arithmetic demonstrates the superiority of an approach tilted towards the East.  U.S. Economy is expected to grow at an average of 3 percent and European economy would be lucky to reach an average 2 percent growth.  There is already a hollowing out of manufacturing in the US and Europe as they remain confined to high tech industries such as aviation, aerospace etc.  while the rest of manufacturing is shifting to East Asia and particularly China.  The share of manufacturing in the US GDP has dwindled to 15 percent while jobs created in manufacturing are even fewer.  Demographics is also not going to help U.S. and Europe as the proportion of old age population rises relative to working age population creating a shift in the demand pattern away from goods and services typically produced in countries such as Pakistan. East Asian Economy, despite the slow growth of Japan, is projected to grow at an annual rate of 7 percent.  Per Capita incomes in this region inhabiting one third of world population will therefore double every 12-14 years and the emerging middle classes of these countries equivalent to the entire population of the US and Europe will absorb increasing volumes of commodities, goods and services.  All these goods and services cannot be found within their own borders.  They will source them from the least cost producers but the dynamics of sourcing has changed and is likely to change even more dramatically in future.  Instead of the final product originating from one single country, reliance will be placed on global supply chain – exactly the way China is operating at present.  China orders and imports inputs, parts, raw materials, components from different countries of the world; processes assembles and integrates them in form of finished manufactured goods and re-exports them to the rest of the world including the countries from where parts of the supply chain were procured.


Pakistan’s manufacturing establishment has not yet reconciled to this new mode of specialization of production and international trade and is therefore not part of the global supply chain.  They continue to combine all the activities vertically i.e. from raw materials, designing, processing, manufacturing, shipping under one umbrella.  This approach has resulted in a lot of missed opportunities for Pakistani exporters.  They have to unbundle their activities, specialize in a particular component of the global supply chain, in which they have a comparative advantage,  produce that in bulk either in-house or through outsourcing and subcontracting and arrange delivery of these components in the fastest turnaround time at low cost maintaining high standards of quality.  The emphasis has to shift from doing everything yourself to managing quality assurance, logistics arrangements, delivery on time and cost controls but  producing in bulk  -  literally in millions due to the economies of scale.  The managerial, human and technical skils required for this new way of doing business have to be reoriented, retained and retooled.


In terms of financial integration, Pakistan has to actively participate in the Chiang Mai initiative of Asian Central banks and also in the Asian bond market initiative.  These initiatives will enable Pakistan to deepen its links with the financial markets in Asia and also with the region’s Central Banks.  Pakistan should also encourage the quality Commercial banks from Eat Asia region to establish their branches or set up joint venture banks here.  Pakistani banks operating in Hong Kong and Singapore have to play a more vital role in promoting trade between East Asia and Pakistan.


The Pakistan Government’s initiatives to develop Gwadur Port as the hub for the Central Asian and Western China transit trade and the energy pipeline corridors are extremely timely.  But to get them implemented in the fastest possible time and produce end results they have to be saved from the routine inter-ministerial and inter-governmental bickering and rivalries that characterizes one public administration.  High powered autonomous operational bodies headed by highly competent Chief Executives accountable to their Boards and ultimately to the Parliament should handle all the affairs pertaining to these infrastructure projects to save ourselves from the embarrassment of delayed completion and huge cost overruns.  The world around us is not going to stay still and if we fail to deliver on time and within the cost structure we will be heavily penalized as the business will slip away from our hands to some other smart country and we will keep on blaming each other and finding escape goats.  The Eastward looking strategy can be successful only if we have a change in the mindset  -  from a negative, obstructive, can’t be done way of thinking and doing to a more agile, proactive and can do type of attitude.  Until that happens the chances of Pakistan benefiting from the vast potential of East Asian region will remain subdued.


To sum up, the vast economic potential of East Asian economies has not yet been fully tapped by Pakistan.  This requires a change in the organization of production and distribution by our manufacturers as well as a change in the composition and organization of public sector bodies created to develop the cross-border and transit infracture projects and last but not least a change in the mindset of policy makers and private entrepreneurs.

TERMS OF REFERENCE
National Commission for Government Reform

PREAMBLE. 


Pakistan has made serious strides in the past five years to attain macroeconomic stability, restore external viability and minimize structural impediments to growth.  But one of the main weaknesses that has not been adequately tackled is the institutional rigidities and capacity to implement programs policies and projects.  The transmission mechanism from policy formulation and announcement to actual implementation remains clogged due to these rigidities.  The unclogging of the arteries of the government machinery requires a comprehensive and integrated rather than a piecemeal or adhoc approach.  For example, the Government had appointed a Pay and Pension Committee and introduced partial relief in compensation to the salaried civil servants but its impact on the morale and productivity has been minimal in absence of the accompanying measures of streamlining the size of civil services.  Govt reform will require political will to take tough decisions such as right sizing and downsizing that will be politically unpopular in the short term but will be beneficial to the overall health of the administrative system of the government in the medium to long term and improve the capacity to deliver basic services to the majority of the population.


A large number of commissions, committees, working groups, task forces have been constituted in the past to examine and recommend changes in the structure and composition of civil services but there hasn’t been any perceptible impact on the institutional efficiency and effectiveness.


This persistent lack of effectiveness along with at least five new significant changes during the last several years have prompted a fresh review of the government’s structure, process, and human resource management.  The first change is that a large number of government owned and managed corporations, businesses, industrial units, banks and financial institutions and service providers have either been privatized or are in the process of privatization.  This will reduce the burden on the administrative apparatus at all levels of the government.  The shedding of these activities by the government has serious repercussions for the size of the civil service in post privatization period.  Second the devolution of administrative, operational and financial powers to elected local governments since 2001 has introduced a completely new element in the governance structure that will require suitable modifications in other tiers of the governments.  This implies a reallocation of administrative resources and strengthening of capacity at the local government level.  Third, the unbundling of the policy, regulatory and operational responsibilities of the Federal Ministers has shifted their focus to the policy making functions.  But this transition has been incomplete, uneven and mixed across the ministries and needs to be firmly rooted.  The lack of adequate competence and knowledge of regulatory issues would demand development of expertise in this field as well as in policy formulation, implementation and evaluation.  Fourth there is a great deal of uncertainty and anxiety among the incumbents of the premier civil service of the country  -  the District Management Group about their future following the abolition of the positions of Divisional Commissioner, Deputy Commissioner and Assistant Commissioners  -  the main wares of their vocation.  The future role and career path of this cadre has to be sorted out in the overall context of the civil service structure for the country.  Fifth, the switch over from manual to automated process and the government’s commitment to move towards e-government necessitates a look at the skill mix and training requirements of the existing and future civil servants throughout the entire hierarchy.  The e-government will itself flatten the hierarchical texture and throw up the redundancies in the system.  At the same time it will involve basic computer literacy at all levels and grades and consequently few of the existing clerical and subordinate staff can be utilized in the future governmental organization.

OBJECTIVE


The objectives of the proposed National Commission on Government Reform (NCRO) will be to recommend the appropriate size, structure, division of work and responsibilities within and across the various tiers of the government and within each functional unit i.e. the ministry or department, the processes, procedures and rule of businesses through which the government operates and the cadre, composition and polices pertaining to human resource deployment and development including a proposal for the evolution of the future Civil service structure.
TERMS OF REFERENCE


The proposed National Commission on Government reform (NCGR) will (a) review and clarify division of functions, responsibilities and accountabilities among the Federal, Provincial and local governments to avoid duplication and overlapping of work (b) review and recommend the internal organization and hierarchical structure of the Ministries and departments of all three tiers of the government (c) recommended appropriate size of departments/ministries, at each tier of government including the attached departments, autonomous bodies, public sector corporations and other entities in light of the responsibilities, functions and accountabilities assigned to them (d) identify the redundancies gap and surpluses and propose the measures for downsizing/right sizing, if needed and filling in the gaps (e) lay down the job descriptions and matching skill requirements for each level of government ministries and departments (f) review and revise rules, regulations in force in each government unit in carrying out their work and the rules of business specifying the procedures and processes through which the government carries out its operations and delivers services to the citizens (g) review the existing groupings of civil services at the Federal and Provincial Government level and recommend a new structure of civil services including the cadre, composition and policies pertaining to recruitment, training, performance management, career progression, promotion benefits, compensation severance and disciplinary action.
Reporting and Time frame

1. The NCGR will report to a Steering committee (SC) headed by the President of Pakistan and consisting of the Prime Minister of Pakistan and the four Chief Ministers of Provinces and will seek guidance, advice from the SC, will accept and endorse the recommendations of the NCGR as it deems fit and monitor the implementation modalities of the recommendations accepted and endorsed. The SC will hold its meetings periodically at regular intervals to be determine by it.
2. The Commission may call for any information or government officials for its assistance, hold public hearings, commission experts or expert group for advice.
3. The Commission may set up such Sub-Committees as deemed necessary and co-opt additional members for the conduct of its business.

4. The Commission shall submit periodic reports to the SC every quarter and complete its final report within 12 months from the commencement of its work.

5. The Commission shall be assisted by a full-time Secretary and Secretariat staff including outside consultants to be appointed by the Prime Minister Secretariat. The existing Civil Service Reforms Unit (CSRU)in the Establishment Division and other units working on these issues within the defferent Government units will become part of the Secretariat of the NCGR. The Public Sector Capacity Building Project (PSCBP) will also be handled by NCGR.
6. The Commission will be provided a lump sum budget for financing its operations under the PM Secretariat and will submit its accounts for audit by the Auditor General of Pakistan.

7. The implementation of the commissions recommendations approved and endorsed by the SC will be the responsibility of the Cabinet Committee on Government Reform that will include the representatives of the Provincial governments.

