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In July 2001 - well before the September 11 episode - I addressed the English Speaking Union at Karachi on the question “Why perceptions about Pakistani economy differ?” At that time the external donors believed that Pakistani economy was doing well while the public and press in Pakistan thought otherwise. I dwelt on this subject at some length and provided my perspective about the reasons for such divergence in the perceptions by external donors and the media and general public.

These days again there seems a wide divergence in the perceptions about the economy among those in the government on one hand and the media and intellengstia of this country. The latter simply dismiss the government’s pronouncements as “jugglery of figures”. Some others think that the benefits of growth have not tickled down while many others believe that income inequalities have widened. I would like to present my own understanding of the difference in their perceptions in a cool and dispassionate manner for the benefits of those who are open minded and are willing to indulge in a rational rather than emotional discourse.

The Government officials in their pronouncements use the data and statistics produced by the agencies under their control. The collection of these statistics suffers from the normal weaknesses that characterize any developing country whether it is China, India or Brazil. What makes these official statistics in Pakistan suspect in the minds of most observers are the past attempts to conceal or fudge the data. To avoid this problem from recurring the solution lies in (a) setting up an autonomous statistical authority which is outside the operational control of the government and whose Board of Directors consists of independent professionals of repute (b) adherence of the published data to established international standards and (c) periodic surveys and verification by research institutes and think tanks in the private sector. While the formation of authority has hit snags because we lack competent and capable leaders and professionals in the field of Applied Statistics in the country there are moves afoot to establish such an authority with the help of external donors. Capacity building and training of local staff should be the highest priority for the Statistical Authority to become successful and meet the expectations of the public.

Pakistan subscribes to the IMF’s General Data Dissemination System (GDDS) for the last few years and is working way up to the next level of standards i.e SDSS. The IMF monitors regularly the quality, timeliness and other standards of data collection and dissemination. A country has to adhere to the specified standards acceptable to the IMF. This provides a check against irresponsible data compilation and dissemination.

What is badly missing in this country is the periodic surveys or studies by research institutes and think tanks in the private sector or non-governmental sector that can verify or challenge the government produced statistics. Unless we can mobilize such independent studies the debate will remain confined to a “my word” against “government word”. The critics are also not persuasive as they use the same government data sources when the variables are moving in the negative direction – inflation, trade balance, current account balance but reject the same variables when they demonstrate a positive movement. When the government survey revealed an increase in poverty incidence to 32% in 2000-01 everybody used the same number to beat the government with a stick. But now that the latest survey for 2004-05 shows a decline in the poverty there is an uproar that these numbers are fudged, manipulated and do not conform to the ground realities. We cannot be selective, inconsistent and asymmetrical if we want people to believe our viewpoint. We need to be intellectually honest and even handed to convince others. When the debate gets charged with pure emotions reason and intellect get short shrift.

This leads me to the oft repeated cliché expressed both in our media and conversations among the intellengstia “the ground realities are quite different from what the government leaders are telling us”. We have built up a large reservoir of “Trust deficit” in our leaders – whether democratic or military – over a period of time. We do not believe that the government leaders will ever be telling us the truth. Of course, this sentiment is not without any foundation. We have been taken for a ride too many times and therefore cynicism has become our national psyche. Anger, frustration and hopelessness have put blinkers on our eyes and we see every happening in the country with this tainted prism. Our popular columnists, news reporters, TV commentators believe and privately confirm that if they ever dare write or express anything favourable to the regime in power they will lose their readership or viewer ship quickly. They will be accused of having sold themselves out to the government of the day. But I think the audiences are not so naïve and they should be given some credit for being able to discern those who sell their souls from those who are genuinely upright and believe strongly in their convictions. 
Ground reality is therefore like the beauty – it lies in the eyes of the beholder. The beholders of the negative perceptions about Pakistan’s economy are quite justified in their views. Most of them are fixed income earners – salaried class, retirees, pensioners, contract employees. They are at the same time highly educated, articulate and can express themselves very ably and have done very well in their professional life. But inflation has hurt them the most as unlike the traders, farmers, retailers, self employed who can adjust their prices in line with inflation this class of journalists, commentators, analysts, columnists and the fixed income earners all over the country cannot do nothing except to complain and shout at the top of their voice. The high returns on National Savings Instruments that used to be their main sources of income on savings have turned lack luster and lost their charm. Bank deposits rates are meager and alternative opportunities for safe investment are simply not available. This group finds that those less educated, less competent than them are doing so well financially while their families cannot afford to meet their day to day requirements. The “safed poshi” in our society imposes some norms of behavior and these have to be followed. It is becoming difficult for the fixed income earners to observe those norms. The disconnect they feel that exists between their abilities and their financial conditions is conveyed in form of dismissal of all the positive news and facts and figures disseminated by the rulers of the day. To them the ground realities are what they face every day and not the cold statistical jargon of growth, foreign exchange reserves etc. at the aggregate level. To them the macro-economic indicators do not reflect the micro-economic realities on the ground.

The other segment of the population that also shares the same perception is the poor or disadvantaged in our country – almost 40 to 50 million people living below the poverty line. Even if there is a decline in poverty headcount by few percentage points in any one year because the weather conditions have been favorable or prices received by the farmers were relatively good this does not take away the miseries of life they face each day. They do not possess any tangible assets, are not educated, face malnutrition and poor health problems in the family, do not have access to credit and are therefore highly vulnerable to vagaries of weather and economy. If it is a drought year or some other calamity hits them they won’t have much income but more important they won’t have much of food grains to subsist for the whole year. Milking Cows or poultry which provide some cash income may not survive. Demand for their labor by well-to-do farmers would also be depressed. Government does not provide any social protection or any safety nets. Access to basic services such as, thana, thesil, kutchery, schools, clinics is not easily available to them unless they find a well connected intermediary – the landlord, the politician or the influential person of the area. These poor people are therefore dependent on the whims and caprices of these individuals and families who demand their own pound of flesh in return for the help they render. For such a large segment of the population there is hardly any relationship between what the government’s data and statistics reveal and what they face in their day-to-day life.


There is yet another class of citizens other than the fixed income earners and the poor that also does not believe all the good news about the economy. They are the parents of the educated youth who are unable to find jobs for their off springs. Here is a real paradoxical situation. Hundreds of employers in the private sector are looking for skilled persons to fill in the gaps and meet the rising demand for their products and services. Banks, for example, are swapping their skilled and highly trained employees by bidding up prices while they are getting rid of unskilled employees such as messengers, clerks, tellers etc. The technology has forced radical changes in the way the banks conduct business and higher productivity induced by technology has make low skilled workers redundant to their operations. The banks needs thousands high quality MBAs, MAs in Economics, M.Coms, Chartered Accountants, IT Specialists, but they are in short supply to meet the full demand of the industry. Each bank receives twenty or thirty applications for each vacancy but is unable at times to find suitable candidates to fill in all the vacancies. Those who are talented, skilled and have acquired some experience can in fact dictate their own terms and conditions to the employers. This widening disparity between those on the top of the skill ladder and those on the bottom is a source of heart burning among the families of those who lose out in this competition. To them ground reality is that their educated sons and daughters do not have jobs. How can they believe that unemployment in the country has fallen?

Another group that perceives the ground realities in a different way is the industrialists hit hard by trade liberalization. International trade and opening of borders to foreign goods and reducing tariffs on them has made some production activities unviable in the country. For example, Chinese goods are entering the market in some commodity classes at prices much cheaper than their Pakistani substitutes. When the tariffs were relatively high the protected Pakistani manufacturers could sell their goods at high monopolistic prices. But when the same manufacturers are faced with competition from more efficient manufacturers from aborad they are unable to stand on their own and accuse the government of wiping out the domestic manufacturing industries. The truth of matter is that protection was acting as a tax on the consumers in Pakistan and competition has in fact allowed consumers to purchase the desired quantities of the imported goods at a much lower price. This lower outlay on imported of goods means that the consumers are left with more purchasing power and thus their real incomes have risen. In any economy, consumers are in the majority while producers and workers are in the minority. So from welfare point of view the economy is better off with competition than under protection. But the producers and workers who have lost out their business are not a happy lot and they find the ground realities to be adverse to them. 

Finally the picture of the economy that is seen by any individual or household is not only partial but also unrepresentative. The aggregation and averaging of economic data across income groups, regions, and communities render them totally unbelievable to any individual or household. Let us take a simple example of the average price of milk reported in consumer price index that is used to calculate the rate of inflation. Let us assume for sake of simplification that there are only two data points – Okara and Karachi. The price of milk sold in Karachi, let us say, is Rs.32 per liters and the price of milk sold in Okara is Rs.16 per liters. For the purpose of the national average the price of milk computed will be Rs.24 per liter. Ask any Karachiwala who buys milk and he will dismiss the reported national average price to be too low. Now turn to the person in Okara and he will laugh at you and say he can sell you milk at 50% lower price than what you are reporting. This has happened in case of one commodity across two cities. Imagine what will happen when you have 300 commodities and 30 cities and one single index is constructed for the whole country. Would anyone believe that this number represents ground reality from his or her perspective?

To sum up, the perceptions about the economy articulated in our media have and will always remain negative. But it is important to understand as to why there is difference in perceptions. Partly, this represents the legacy of the past i.e Trust deficit. Partly, it represents the ground realities as seen by the various groups of people who are badly hurt and partly, it is a problem of an individual observing only one small organ of a large and complex body.
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