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RETOOLING INSTITUTIONS

Dr Ishrat Husain

In the last two decades theoretical and empmczl evldcnce have offered

a new insight: that broader soci luding the
distribution of the beneﬁts of growxh is dcmmmed by the quality of
8¢ e and i ic policies, however sound or

benign they may be, cannot disperse the gains widely unless the institu-
tions intermediating these policies are strong, efficient and effective.

Although it is hard to precisely define governance there is wide con-
sensus that good governance enables the state, the civil society and the
private sector to enhance the well-being of a large segment of the
population. According to the World Bank,' governance refers to the
manner in which public officials and institutions acquire and exercise
the authority to shape public policy and provide public goods and
services. The key dimensions of governance are: public sector manage-
ment, bili k for devel

the legal f for and infor-
mation and transparency.

Research by the Overseas Development Institute? has shown that the
historical context, previous regime, socio-cultural context, economic
system and international environment are the main determinants of
governance and development.

The six core principles identified by Hyden et al.’ that are related
to good governance are: (a) Participation, (b) Fairness, (c) Decency,
(d) Accountability, (¢) Transparency and (f) Efficiency.
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PAKISTAN: BEYOND THE ‘CRISIS STATE’

Each nation’s path to good governance will be different dependin;
on culture, geography, political and ad i diti eco
nomic conditions and many other factors. The scope of activities allo
cated to the public and private sector diverges markedly and so doe
variation in scale. Yet governments share many features. They fac
similar responsibilities in that they need to establish a basic polic:
framework, provide critical goods and services, protect and administe
the rule of law and advance social equity.

What has been the experience of Pakistan with respect to govern
ance and how has the tension berween the goal of collective good o
society and the self-interests of state actors been managed? What cai
be done to improve g and gthen institutions to promot
the welfare of the majority?

Most observers and analysts within and outside Pakistan firm!
believe that the quality of economic governance and decision-makin
and the capacity of the key instituti have gradually deteri
over time.* Pakistan's main problem in holding on to macro-economi
stability, sustaining economic growth and delivering stability, sustair
ing cconomic growth and delivering public services to the poor is du
to weak governance and a gradual but perceptible decline in institt
tional capacity. The elitist nature of the state* and the society, an
both the conflict and collusion among the various power structures ¢
the country can explain this phenomenon. It is not the content of put
lic policies that has been wanting but the implementation of thot
policies that has proved to be the major culprit. The implementatio
capacity itself is a function of the vision and objectives of the politic:
leadership, the competence of civil service and the capabilities of pul
lic institutions.

p of ic g has not been consistent/
pursued in Pakistan as implementation requires several decades whi
elected and military governments have short-term horizons. Electe
governments, in their pursuit of winning the next election, and milital
B in their pts to gain legiti get bogged down
ad-hoc and ionally populist without add the ro
cause: that is, building institutional capacity to deliver improved livit
standards for the majority of the population and setting up a viab
governance P lised decisi king ding to tl
whims and caprices of individuals at the helm has theref
and informed well thought out institutionalised processes.

displac
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RETOOLING INSTITUTIONS

Chronic political instability and frequent changes in polmcal regimes
have also caused di: for
During the 19905 the changes were too many and too chaonc Invan-

ably, the i abruptly aband d or
slowed down the |lnplemenunon of the polucnes, projects and pro-
grams inherited from their pred As i ions take a long

time to nurture, the |mplememzrion of projects is spread over a multi
year period and the impact of policies is felt with considerable time-
lag, premature abandonment caused more damage than good. Starting
all over again and before the benefits started accruing, the government
was either overthrown or had to step down before completing its ten-
ure. The incoming government began the cycle again with a fresh set.
The majority of the populace never witnessed any benefits while
unending costs were incurred by every successive regime.

The situation is quite the opposite in India as aptly summed up by
Arun Shourie:
In India, there is a consensus in practice so that whenever a group is in office,
wherever it is in office, it attempts to do the same sorts of things. But when it
is in opposition, where it is in opposition, it strains to block the same meas-
ures. We have the Communists in West Bengal garnering credit for implement-
ing reforms in the State that they are blocking at the Centre.*

What is the effect of this ding cycle of politicall ivated
economic governance on the majority of the population? A sense of
deprivation and denial of bzslc economic rights creates feelings of cyni-

f

cism, negativism and The credibility o in

letely eroded. Distrust of ‘govern-
ment bccomes so widespread and crednbllnty of ‘government’ so low
that unfounded and b d rumours, mudslinging and suspi-
cion about their motives assume a momentum of their own. In the last
six to seven years the media, taking advantage of this widespread lack
of government credibility have taken over the role of an opposition
party and thus accentuated feelings of negativism.
Markels. on the other hand, function on sennmenrs If market par-

have confid in the g and its institutions the
overall result is stability in the markets. But if there is lack of credibil-
ity, an air of inty, and crisis of confid the markets become

nervous and jittery and high volatility is wimessed. However good and
sound the policies may be, under these circumstances, private invest-
ment is hobbled and the economy suffers.
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PAKISTAN: BEYOND THE ‘CRISIS STATE’

A society with positive artitude will give enterprises far greater free-
dom to compete than a society that perceives busi to be unethical
or in partnership with the government for personal aggrandisement.
Patronage and cronyism in the form of licenses, tariff concessions, tax
exemptions to only a selected few or sale of public assets to the favour
ites of the rulers or appointments to key public offices not on merit but
on the basis of loyalty, affiliation and friendship sharpen the negative
sentiment. Therefore the program of privatisation of public enterprises,
economically desirable and so badly needed, has almost been aban-
doned ever since the perception, right or wrong, gained currency that
the Pakistan Steel Mills was being sold for too low a price to the cro-
nies of the government.

Alesina’s survey of literature” suggests that when the values of politi-
cal-institutional variables are pared for the ten slowest and ten
fastest growing economies in the sample, the slowest countries tend tc
be more ethnically fractionalised and more politically unstable. They
also tend to have much poorer indicators of the rule of law and institu-
tional quality, much higher black market premium and greater income
inequality. Alesina et al.* found that political instability, governmen
fragility (frequency of government changes and coup d'états) and socio
political i (Political inations, riots and lutions) have
a negative effect on growth. Pakistan fits this model quite well as the
frequency of government changes and socio-economic instability have
been associated with low growth and macro-economic turbulence.

What are the essential ingredi of good ic g c
Participation, transparency, credibility, rule of Law, efficiency anc
accountability are now accepted as essential and are measured througl
indicators® such as (a) voice and accountability, (b) political stability
(c) B¢ i (d) latory burden, (¢) rule of law an
(f) corruption.

How does Pakistan fare against these indicators? The common viev
about participation is that the Centre has assumed too much power an

hority and this i ion of power has led to ineffi

ciency, social fragmentation, and ethnic divisiveness. Political leader

with the help of a small coterie of loyalists exercise absolute power an

take all important decisions. Dissent within the political parties i

hardly tolerated and Parliaments usually rubber stamp decisions take

by the leader of the party. Party cadres and National and Provincis
bl B

bers are usually excluded from decisi king.

bits
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RETOOLING INSTITUTIONS

Devolution of powers to Local governments introduced in 2001 was
a step in the right direction to promote broader participation but has
not been fully implemented either in letter or in spirit. The incoming

instead of ing the deficiencies revealed during
unplemcntanon have decided to dlsmamle the system simply because
it was the handiwork of the previous government. There is no consen-
sus as yet on the contours of the new system. Meanwhile whatever
access the common citizens at grass-roots level had begun to experi-
ence is being hampered because the power and authority are gradually
reverting to the provincial capntals It is quite ironic that while the Pro-
vincial legisl and mi are quite vocife in d
autonomy from the Federal Government they are the most fierce oppo-
nents of devolution of powers to the local governments. This lack of
and absence of inuity in our g e have
more hazards than is generally recognised.

Transparency in the actions of the government can be achieved by
several means, i.e. hearings of Parliamentary Committees, question
hours in the National and Provincial Assemblies, Freedom of Informa-
tion Act, removal of several clzuses of the Ofﬁcul Secrets Act, intro-
duction of e-g andi P g by and

ible j lists. Most of Ihcsc exist but more in form
rather than substance. In India, however, the Right of Information Act
is bringing about a silent revolution and civil society is using access to
information to expose corruption in public places and secure the rights
of the poor. The bureaucrats have become more cautious as their
actions are open to public scrutiny. In Pakistan, excessive misuse of
newly acquired power by some media representatives in assassinating
the character of political leaders or public servants without substantia-
tion or evidence may prove to be more detrimental to the cause of
disclosure and transparency.

The rule of law has been a subject of debate in Pakistan since March
2007. The lawyers’ movement demonstrated that if a particular com-
munity gets rallied around a legitimate cause it could make a differ-
ence. The judiciary at the highest level is indeed trying to assert its
independence, enforce the rule of law and expedite disposal of cases.
But it is not clear if a common citizen is any better off today in terms

of access to justice, speedy reds | of gricvances, enf of con-
tracts or property rights. The reality is qune sohermg
Efficiency, as d by g either in main-

tenance of security of life or property, law and order or delivery of
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PAKISTAN: BEYOND THE ‘CRISIS STATE’

basic services, has rapidly declined over time. Most institutions
entrusted with these responsibilities at the time of independence were
relatively well run. But the opposite is true after sixty-three years. It is
only a rarity that a public institution is found to be functioning
smoothly and effectively. The differential treatment meted out to the

Il-to-do and influential on one hand and the rest of the
population on the other violates the principle of fairness and equality
for all citizens irrespective of caste, creed or social status. But this def-
erence to the rich and connected has become the norm of bureaucratic
behaviour in Pakistan. With each change of government a new cast of
political elites and well-connected influentials occupy the space vacated
by their predecessors.

A number of laws and institutions exist in the name of accountabil-
ity in Pakistan. Starting from the Public Accounts Committees at the
Federal and the Provincial Assembly level there is a plethora of com-
mittees, bureaus and task forces, charged with this responsibility. The
National Accountability Bureau made a very promising start and
instilled some fear and induced a deterrence effect but this was only
for a short period of the initial three years of the Musharraf govern-
ment. Soon after, political compulsions gave way to a pragmatic
approach whereby the impartiality and neutrality of the NAB came
under serious questioning. Thus despite a very strong legal instrument
and a well ised inf of i igation, p ion and
courts, the practice of true accountability was once again set aside.
Accountability has therefore lost its true sense and meaning in the
vocabulary of governance and instead become associated with retribu-
tion, settling political scores and a tool for winning over opponentt
and witch hunting the recalcitrant.

The strategy for bringing about improved governance in the contex!
of Pakistan would involve the breakup of the monopoly of economic
and political power that has been amassed by a small class of politi
cians, large businessmen, military and civil service officers, profession
als and zamindars over the last five decades. The locus of power ha:
become too much tilted in favour of entrenched interest groups anc
only a reduction in their power will be able to improve the quality anc
standards of living of the majority of the population. A more difficul
question that remains unanswered is: How can this be done? This is a1
arduous task and there should be no illusions about it. All that can b
done at this juncture is to spell out a long term agenda for system-wid
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reform based on diagnosis, field observations, evidence and consulta-
tions with stakeholders.

As the agenda for governance reforms spans over the tenures of sev-
eral elected governments it is difficult to find ownership for these
reforms. An enlightened leadership that has a sense of history and is
not totally driven by the politics of electoral cycles can implement this
agenda. The main ingredients of the agenda for governance and insti-
tutional reform'® would consist of:

a) Improving the quality and performance of Civil Services.

b) Restructuring the organisation of the Federal, Provincial and Dis-
trict governments.

¢) Revamping the mechanism for delivery of basic public goods and
services.

d) S hening key institutions engaged in

¢) Introducing checks and balances in the system by bulldmg up the
capacity and authority of certain institutions of restraint.

Civil Service Reforms

In a recent study on Pakistan’s Civil Service," the International Crisis
Group (ICG) concluded that:

Decades of mi political ipulation and ion have ren-
dered Pakistan’s Civil Service incapable of providing effective governance and
basic public services. In public perception, the country's 2.4 million civil serv-
ants are widely seen as unresponsive and corrupt, and bureaucratic procedures
cumbersome and exploitative.

To remedy this situation the best talent available in the country has
to be attracted to the civil services, and a holistic approach that affects
the entire human resource policy value chain has to be implemented.

The main elements of this value chain are:

a) Recruitment at all levels and grades of public services should be
open, transparent, rncrnr based with regional represemanon as laid
down in the Consti These principles have full
practiced for decades, e.g. Pakistan Atomic Energy Cammission,
National Highway police, State Bank of Pakistan.

b) The artificial distinction between superior and non-superior services
has to be replaced by the equality of all services at all Pakistan,
Federal and Provincial levels. Terms and conditions of all the serv-
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PAKISTAN: BEYOND THE ‘CRISIS STATE'

ices in matters of i p ion, career p ion, com-
pensation, would be similar. The specialists and professionals would
have to be brought at par with the cadre services.

¢) To provide equality of opportunity to all deserving civil servants,
National Executive Service (NES) and Provincial Executive Services
(PES) ought to be constituted to man all the Federal and Provincial

iat and senior positions. The selection should
be made on merit by the Public Service Commission with due
regard for provincial quota and reservation for women. The NES
ought to have three streams—General, Social Sector and Economic
Sector, thus p ing some limited specialisation among our civil
servants.

d) Training of all civil servants should be mandatory at post-induction,
mid-career and senior management levels. Promotions to the next
grade ought to be linked with completion of training at various
stages in the career.

e) P ions and career p ion for all public sector employees
should be determined by their on-the-job performance, responsive-
ness to public and training outcomes.

f) The present outdated system of Annual Confidential Report:
(ACRs) should be replaced by the modern Performance Manage:
ment System (PMS), which eval perf bjectively anc

_identifies and provides devel opportunities to individua
employees.

g) C ion pach should be ped to reflect market con
ditions and a decent living wage and retirement benefits should b
made available to all public sector employees. Corruption amonj
the majority of civil servants cannot be curbed by moral persuasion
but by providing them with an adequate compensation package. Te
keep the wage bill of the government within the limits of the fisca
deficit, a frecze should be imposed on fresh recruitment to lowe
grades except for teachers, health workers and police.

h) As most of the interaction between an ordinary citizen takes plac
at the district level and the present level of functionaries consists o

ill-trained, poorly paid, unhelpful, di individuals emjoyin
arbitrary powers, District Service should be constituted for eac’
District G This will minimise the political p fo

transfers and postings as 1.2 million out of 1.8 million employee
working in the provinces will remain in their respective Distric

156



RETOOLING INSTITUTIONS

G Training in technical and soft skills will be made

mandatory for all members of the District services.

Education, health, police and judiciary which are critical for deliv-

ery of basic services should be excluded from the uniform Basic Pay

Scales at it has created serious distortions. The backward districts

and regions are lagging behind as the teachers, health workers, etc.

have no incentive to serve these areas. Local labour market condi-
tions of demand and supply should determine the salary structure
of teachers, health workers and other professionals.

i) Security of tenure of office for a specified period of time should be
guaranteed and implemented. The current practice of frequent
transfer at the discretion of the political leaders has weakened the
moral fabric of the civil servants who cannot wnhsund the social
and financial costs of dislocation and at-times ion. Pleas-
ing the boss, whether or not his orders are legal, has become the
norm, making fair and impartial dispensation of services difficult.

R ing Federal, Provincial and District G.

Two significant structural changes of a historical nature have taken
place under the PPP-led coalition government that came to power in
2008 First, powers and funmons on the concurrent list under the
ion have been ferred to the Provmces making provincial
a more ingful and ional concept. Second, the
2009 award of the National Finance Commission has tilted the bal-
ance of resource distribution in favour of the provincial governments.
Henceforth, the provi ightfully would receive a larger share of
the divisible pool The next logical step is to form Provincial Finance
Commissions and divide the resources among the Provincial and dis-
trict g This requires d of ibilities between
the two tiers, which is currently in a state of flux. The devolution of
twelve departments from the Provincial Government to the districts
has improved access to basic services by the common citizens com-
pared to the previous system. Local elected representatives are more
responsive to the needs of their constituents in contrast to the Provin-
cial and National Assembly members, who after getting elected,
become quite inaccessible. They spend most of their time in Istamabad
or provincial capitals and visit their constituencies for a day or two in
the week. The local representatives, on the other hand, are available
and accessible 24/7.
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The 2001 Local Government suffers from many weaknesses includ-
ing excessive strengthening of the office of District Nazim—an indi-
rectly elected leader. Law and order, maintenance of revenue records
and crisis and disaster management are the functions that require
impartial and neutral admini The Local G System
should eliminate these weaknesses but the present efforts of the pro-
vincial governments and legislators to restore the 1979 Local Govern-
ment System and completely dismantle the 2001 system would be a
retrogressive step—a step away from good governance.

Several studies'? have produced evidence that the choices of develop-
ment projects made by local councils had superior outcomes and more
efficient resource allocation and utilisati d to the li
approvals made at the provincial capitals. Twelve devolved depart-
ments should remain the responsibilities of the District Government:
with further devolution to the Tehsil and Union Councils. Provincia
Governments should formulate policies, set up standards of perform
ance, monitor the finances, performance and outcomes and take puni:
tive actions against those indulging in malpractices and c. i
Well-functioning Local Governments can, in fact, bring political divi
dends as the population is better served and feels satisfied with the
services rendered by the g In an ethnically diverse society :
sense of direct participation in local governance is essential.

The main reforms that are required to implement the Eighteentt
Constitutional amendment as well as the NFC award are:

a) The Federal Government should immediately shed powers and func
tions from the concurrent list to the provincial. Given the ethnic an«
regional composition of the country and the growing needs of aI

pandi lation, the provi and districts have to be empow
ered. A National Council of Mini isting of the Federal an(
Provincial Ministers working under the Council for Common Intes
est (CCI) should formulate the national policies for these transferre
subjects. Consequently, the number of Federal Ministers can be cu
to one half and the number of Divisions reduced by one third. I
view of the new challenges that are facing the country, some nev
ministries, for example, for energy, human resource development
social protection etc., should be established.

b) The existing large number of autonomous bodies and attache:
departments and corporations at the Federal and Provincial level:
should be regrouped and rationalised through merger, privatisatio
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and liquidation, which will save enormous financial resources that
can be diverted towards basic service delivery.
¢) The District G has to be hened by blishi;

administrative linkages between the Union Councils, Town Commit-
tees/Tehsil Councils and District G i i
have to be revived and Law and Order, Disaster Management and
Land Record Management taken away from the purview of the Dis-
trict Nazim.

d) E-gox tools and devel, in digital technol should
be utilised for improving the effici of g reducing the
costs of transactions, conveniencing ordinary citizens, introducing
transparency and reducing di ionary powers and ption and

tracking the performance and output. Training of those already
working in the government should make a smooth transition from

a paper-based envi to el ic filing, ing, sharing
and exchanging of d: ieving, reporting and archiving.
¢) Uneven and discrimi y application of g rules, regula-
tions and instructions are also a source of grief to citizens. A
number of junior functionaries exploit their k ledge of the rules

for their personal benefits. Multiple rules exist on the same subject
as there has been no systematic weeding out exercise undertaken.
All government manuals ought to be revised, updated and then
uploaded on the websites of the government so that they are acces-
sible to the public at large.

Reforms in Delivery of Basic Services

a) Education is badly needed to increase literacy in the country. Clear
boundaries in the delivery of education have to be demarcated. The
Federal Government should focus on higher education financing,
regulations and standards and curriculum, the Provincial Govern-
ments on college, technical and vocational education and the Dis-
trict Governments on primary and secondary education up to matric.
Examination reforms have to be carried out to bring the standards
of various boards at par. Management and teaching cadres should
be separated and the career paths for the two cadres should not
discriminate against the teachers.

To bring about dination and ensure uniformity in
of public, private and not for profit schools, a district education

dard.
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board consisting of eminent citizens of integrity and competence
should be established in each dlsmct The Board should be assisted
by the school d to oversee the
school’s functioning. Head teachers will enloy more administrative
authority in mnmng the schools and dlsaphmng (he te:chcn with
the Board ion of schools peri
funds should be established to provide schol.lnhnpi and financial
assistance to the poorer talented students. Student vouchers or sti-
pends should be given to meritorious children from the poor fami-
lies to attend private schools of their choice. Private-public
hips should be d and offered incentives. Only
female teachers should be employed where possible.

b) Most of the problems in health care delivery arise not from finan-
cial ints but poor ices. A health manage-
ment cadre should therefore be sepaﬂud from teaching, and service
providers and those selected as health managers trained at the
health academies. The district, teaching and specialised hospital
should have their own autonomous board of directors with ful!
powers for administrative, financial, legal and humnn resource mat-
ters and bility. Health p the nursing
and paramedical professions, should be given priority. Health regu-
latory framework should be made more effective and decentralisec
to the Provincial Governments.

) There is almost a consensus that law enforcement and security
problems that have worsened in the recent ycars have in large par

reflected the ineffici ion and p ion of the polict
force. The original Police Order 2002 ha: been compromised by
d that have weakened the ioning as well as the

accountability of the police. Legislative amendments and revisec
disciplinary rules are needed to allow police officers to perform
their duties in accordance with the Police Order. Disciplinary rule:
of police forces should be like other uniformed forces and not fal
under the purview of the Civil Servants Act. Investigation and pros
ecution are the weakest functions that are resulting in low rates o
conviction by the courts. Judicial reforms at the lower level are alsc
badly needed both for expeditious disposal of cases and hones
adjudication of disputes. Police stations should be merged, upgraded
their records computerised and headed by a directly recruited Gradi
17 officer with full responsibility for watch and ward, investigatior
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and operations. Training, allowances, mobility, logistics support,
lodging and boarding, medical facilities and welfare of the police
force should be reviewed and strengthened. Traffic Police in all large
cities should be organised and operated on the lines of Motorway
Police.

d) Land records as maintained by the Patwari are the single largest
source of disputes and litigation in the country. The attempts to cre-
ate a digital database of land records have remained half hearted.
Land revenue and collecti djudication and dispute
resolution should remain under the District Government but the
maintenance and update of land records should be taken away from
the District Government and placed directly under the Board of
Revenue. Patwari should be replaced by a Revenue Assistant
recruited through Provincial Public Service Commission. Priority
should be given to complete the computerisation of land records.
Colonisation of Government Lands (Punjab) Act 1912 should be
revised for better and transparent allocation and use of state land.

Key Institutions of G

About a hundred key public sector institutions in the country such as
PIA, WAPDA, OGDC, PEPCO, P:kumn Rallways and Paklsun Steel,
suffer from multiple probl political i in
i bsidised pricing, leakages, waste, and

cormpnon As a result, the budget has to allocate almost 20 per cent
of all tax revenue to meet recurring losses or subsidies to those corpo-
rations. There have been serious questions about the appointments of
chief executives and the boards of these organisations. Professionalisa-
tion of these institutions is the only way out to make them financially
viable and operationally efficient. The process of appointments has to
be made transparent and merit-based so that the Chief Executive or
the Board member is chonn thmugh a well laid out procedure. This
process should mini y powers in app and
arttract capable candidates for these key jobs, which will make an enor-
mous difference in the quality and efficiency of these organisations.

Seveul of these i mmmnons are included in the g,overnmem 's agenda

ion. It is imperative that these insti are pri

soom rather than later. For others that are retained in the publlc sec-
tor, and particularly public utilities and other monopolies, strong regu-
latory agencies should be put in place.
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The selection process starts by identifying a broad pool of eligibli
candidates through open advertising. Only those who meet the jol
requlremems are selected through a competitive process. They an

provided with ional paid
packages and held accountable for results. Special Selection Boarc
(SSB) should be ituted for the i of the Chief E i

Officers (CEOs) and the Board of Directors in all of these 100 institu
tions. The SSB, after interviewing the shortlisted candidates, woulc
submit a panel of three candidates to the Prime Minister for selectior
as chief executive and recommend a panel of names for the member
ship of the BoD.

Institutions of Restraint"’

A few institutions can play a restraining influence on mis-governanc:
and excessive discretionary powers by the government. These institu
tions fall into two categories: formal and informal. Under the forme
there are two distinct classes: state<entred and civil society-centred
Historically, the emphasis has been on state-centred institutions and i
is only recently that the civil society-centred institutions such as th
media and NGOs have begun to assert themselves.

Trust, social capital, and civic norms—the pillars of informal institu
tions have also eroded gradually in Pakistan during the last few dec
ades. Mistrust, suspicion and divisiveness have instead taken hold. S«
in effect both the formal and informal institutions of restraint hav
decayed and necd to be resuscitated.

of the institutions is provided in Table 1.

Among the state-centred institutions the judiciary is at a much highe
plane than any other institution and underpins the whole system o
accountability. In addition to the judiciary, there are at least eight insti
lllIInns that can make a difference. The first are :he Parlnamennr

larly the Public A C
committees chalred by rcspecred and quallﬁed MNAs or Seru:on an
staffed by full time prof 1 and | should hol:

regular hearings, confirm the appointments of those heading thes
institutions, receive annual reports of performance, question reporte:
irregularities and recommend action against those found responsibl
for wrongdoings. All procurement contracts above a certain financia
limit, all fiscal p and ions and modifi toth
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Table 1: Institutions of Restraint in Pakistan

Spheres of Influence/Restraint

FORMAL

A. State-Centred

Judiciary Protection of Basic Human Rights, Security of
Life and Property, Contract Enforcement

Parliamentary Committees/  Avoiding misuse and abuse of discretion pow-

Accounts Committee ers of the Executive branch

Auditor General Detecting and reporting of financial irregulari-
ties in public accounts

‘Ombudsman Redressal of grievances of citizens against the
excesses of public sector agencies

Public Service Commissi T in appoil and promo-
tions to Civil services

State Bank of Pakistan Probity, supervision and regulation of the

financial institutions
Federal Election Commission Screening of candidates for the elected public

offices on the basis of integrity

Securities and Exchange Ensuring high standards of Corporate govern-

Commission ance in publicly listed companies

National A bili Curbing prion and misuse of public office

Bureau for private gains

B. Civil Society-Centred

Media Investigating and reporting of instances of cor-
rupt practices in the country

Non-g | Monitoring and advocacy of G

Organisations issues and participation in delivery of social
services

Academic Institutions/Think  Research and analysis of the performance of

Tanks the state organs, media and NGOs

Professional Organisations  Providing inputs into a participatory decision-
making process

Private Sector Organisations  Regulating code of ethics among the privatc
sector

Religious Bodies Building trust and harmony among various
groups of society

INFORMAL

Trust

Social Capital

Civic Norms
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tax provisions should be placed before the PAC. The proceedings o
these Committees should be open to the public and the media.

Second is the State Bank of Pakistan. An independent and auto
nomous State Bank provides a guarantee against the excessive anc
i ible actions of politicians and b in ic man
agement. At the same time its regulatory and supervision functions ac
as a safeguard against possible malpractices in the award of credit an
recovery of loans. It must be recognised that there has already beel
significant improvement in the working of the State Bank since it wa
granted autonomy in the 1990s. The banking sector in Pakistan, afte
the reforms of the last decade, has emerged quite strong and was abl
to withstand domestic and external shocks.

Third is the Auditor General of Pakistan. The constitutional protec
tion given to the office of the AG has not been fully utilised in Pakista
to unearth and detect financial bungling rampant in public sector ager
cies. The extended time lapse between the occurrence of the financiz
irregularity and actual di ion and reporting by the Audi ha
improved in recent years. But the lack of professional expertise an
lack of prioritisation among core and peripheral cases still mute th
efficacy of this office. AG organisation should be converted into
supreme audit institution with and acc ili
to Parliament. The AG should commission third party audits by prc
fessional firms of repute, use the broader ‘value for money’ concej
and enlarge its scope of activities to cover all major public sector con
mercial and industrial enterprises particularly WAPDA/KESC, St
Northern/Southern, Railways, Steel Mill, OGDC, PIA, etc.

Fourth is the Securities and Exch C ission. Capital marke
in Pakistan are very shallow and have not played an effective role i
intermediation required in an ing market. Corp &
of the publicly listed ies is weak and domi d by major fan

ily shareholders with due regard to the right of minority shareholder
Insider trading is perceived to be widely rampant and disclosure «
information standards is loosely enforced. The SEC needs operation
autonomy, resources and skills to carry out its mandate.

Fifth is the Federal/Provincial Public Service Commission. Most «
the current difficulties in governance have arisen due to the politicis.
tion of the higher services in the post-1973 period. There is gener

ition that the merit-based system of i ppoi
and promotions, served the nation better and the present sifarish bast
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and buy-the-post system is causing havoc. The responsibilities for all
recruitment and promotions should be reverted to the Commissions
vm!lom exception. Only men and women of proven integrity and

ble credentials should be appointed as Chairman and members
of the Commission.

Sixth is the Federal/Provincial Ombudsman. The fanfare with which
these offices were established under the Zia-ul-Haq Government died
down fairly quickly. They are now perceived to be grinding the same
millstone as the rest of the bureaucracy. In fact, they can become an
effective instrument for quick, fair and judicious redress of grievances
of ordinary citizens against the arbitrary harassment of the overzeal-
ous or corrupt officials. There are very few people who are aware of
the scope and mandate of lhns office and who have trust in the organi-
sation. A proactive edi I role, a di ive effect of its
reach accompanied by selection of the right persons to the job can
make it work.

Seventh is the Federal Election C ission. A powerful, ind d-
ent and assertive FEC can play a preventive role by careful screening,
scrutiny and investigation of the candidates for all tiers of elected
offices and disqualifying those who are ill reputed and of dubious
character. They should forcefully enforce the criteria prescribed under
the Constitution augmented by appropriate rules and regulations. This
fundamental shift in the quality of our elected public officials would
bring about a significant change in the overall structure of governance
in the country.

Eighth is the National Accountability Bureau (NAB). The law estab-
lishing the Bureau was quite a significant measure in holding to
account the corrupt and those who derive personal gains from public
office. But the implementation of the law was selective and the Bureau
soon lost its credibility and moral authority. The recent move to place
the Bureau under the Ministry of Law is a step in the wrong direction.
I'he Bureau or its successor organisation should be given complete

ional and financial and p d from political inter-
ference. It is the fear of the Bureau that should act as a deterrent.

bened?
8

How can these Institutions of R int be S

There are certain pre-conditions under which these institutions of
restraint can be strengthened. First, a system of checks and balances
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can flourish only if various countervailing forces such as the parlia
ment, judiciary, media and the civil society organisations are allowec
to play an independent role. There should be no presumption that an)
one entity whether it is the executive or the judiciary or the media o
civil society will enjoy monopoly power or act as a self-righteous bod;
of vigilance. It is the interaction of these various entities and balanc
between them which will generate the optimal results. Second, no nev
institutions are being proposed but only the revitalisation, revamping
and re-engineering of those already in existence under the constitutior
is being d. There isa d and an casy way ou
for both national government and international donors to abandon th
existing institutions and create new agencies which start out with a bj|
bang but soon fall prey to the same whirlpool of inaction and inepri
tude. The reasons for failure are the same as those which explain th
non-per of existing instituti Unless the underlying dynam
ics is set right the institutional morass will grow. The history of Paki
stan is laden with the creation of a plethora of new institutions whic!
have been given blurred mandates, inadequate resources, lictle opera
tional autonomy and are never held accountable for results.

Finally, this proposal does not favour the periodic, swift, abrup
highly visible and publicised, extra-institutional measures against recal
citrant officials which have been the norm in Pakistan since the 195
screening of senior civil servants under Ayub Khan. The subsequer
actions by successive governments resorting to the purge of 303 ¢
1500 civil servants paradoxically created greater insecurity, uncertaint
and unpredictability which are the breeding grounds for increase
corruption.

The approach advocated here is to create an environment whereb
the acts of misdemeanour and malfeasance are exposed routinel:
increased vigilance and scrutiny is exercised continuously, carly deter
tion, investigation and fixing of responsibility are carried out resolutel
and disciplinary actions against those found guilty are taken promptl
Such an environment would act as a more effective deterrent in curbin
corrupt practices than creating many laws and anti~orruption agenci
with enormous powers which are misused. This approach will not wot
if the federal and provincial investigation agencies are not organised ¢
modern and professional lines. It will also be difficult to implement it
the government does not do away with the widespread and mindle
application of the Official Secrets Act which has encouraged opacity «
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decision-making by politicians and civil servants. Outside the matters
of national defence and internal security, all decisions—particularly in
martters of public finance, foreign trade, contract awards and allocation
of other public hould be wholly p and made
public liberally under the Freedom of Information Act.

These eight pillars of good governance can together make the differ-
ence, provided (a) they are headed by widely respected, strong and
competent managers of known integrity (we have many of them in the
country); (b) the terms of refa functions and
powers of these institutions are clearly defined; (c) there is no political
interference in their working but at the same time they are held pub-
licly accountable for their actions and the results; (d) they are provid-
ing ad financial and professional staff of calibre; (e)
they follow open and transparent procedures and processes. To ensure
non-partisan political support for these institutions their heads should
be fi by the Parli y C i In this way, the
changes in the government will not disrupt their smooth functioning.

Together, these eight pillars, if allowed to work effectively, will be
able to plug in some of the conduits that lead to corrupt practices. The
most difficult question to answer is: Who will bell the cat> Who has
the courage to put these changes in place? Of course, an enlightened
government that has a sense of history rather than sights fixed on the
next election. Pakistan has not been fortunate in having such a govern-
ment so far.

Conclusion

The story of Pakistan provides ample confirmation of the validity of
theoretical literature and empirical evidence about governance in
developing countries. The distinctive characteristics that dominate the
Pakistani scene, are the elitist capture of the state, excessive centralisa-
tion of power by both the elected and military rulers, chronic political
instability and until recently collusion between the power structures—
the politicians, the Army and the judiciary. The conflicts that took
place at times between these power structures were not rooted in
benign balancing acts for the larger collective good of the society but
assertion of the authority by different actors to advance their narrow
interests. Unlike other societies, the cost Pakistan had to pay for poor
governance and institutional decay has been very high.
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The path ahead is clearly defined. The agenda for reforms has to b
carved out in the light of historical ionally estab
lished best practices and the various ch:uc:erlsucs peculiar to th
Pakls(am snuanon This can form a loglcal sequence to the Elghreeml
C ! A d and the National Finance C
Award of 2010. There is an urgent need to realise that only taking thi
reform agenda to its culmination point over the next five years cas
complete the value chain.
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