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ISLAMABAD:

The Economic Survey of Pakistan 2023-24, a pre-budget document detailing the country's major
socio-economic achievements during the outgoing fiscal year, hasbeenlaunched. Finance
Minister Muhammad Aurangzeb presented the survey. Aurangzeb highlighted that during the
financial year 2022-23, Pakistan's GDP contracted, and the rupee depreciated by 29%. He stressed
the necessity of entering the IMF programme, describing it asthelender oflast resort. “We must go
with IMF asthereisnoplanB,” hesaid. The government hasrenewed its focus on high-potential
sectorssuch asIT, SMEs, mines and minerals, tourism, exports, and agriculture. Aurangzeb noted

thatwithout the IMF, the situation would have been significantly different. He emphasised the


https://rahbarkisan.com/wp/economic-survey-2023-24-aurangzeb-highlights-gdp-contraction-urgent-need-for-imf-programme/

needto secure the next IMFloan programme, acknowledging the challenges faced by thelarge-
scale manufacturing (LSM) sector due to inflation and high energy rates. Aurangzeb highlighted
agriculture’s positive performance, with abumper crop contributing significantly to GDP growth.
Hepointed outthatrecentyears havebeen marked by persistent challengessince FY 2022.
Revenue collection grew by an unprecedented 30% during the fiscal year, which Aurangzeb
attributed to the provinces delivering surpluses, enabling the achievement of the IMF s nine-
month standby arrangement. He noted that the economy embarked on a stabilisation phasein FY
2024, with nearly 30% growthin revenue from the Federal Board of Revenue (FBR) and provincial
growth aiding the federation. The current account deficit (CAD) was projected tobe around $6
billionin FY24, but estimates now suggestit willbelessthan $1 billion by the end ofthe fiscal year
onJune 30, potentially aslow as $200 million. Workers’ remittances at $3.2 billion are expected to
keep the currentaccount in surplus for the full fiscal year. Aurangzeb credited the government'’s
administrative steps for curbing smuggling and misuse of Afghan transittrade. He praised the
State Bank of Pakistan (SBP) foritsrole in stabilising the rupee by phasing out weak exchange
companies and supporting banks to open exchange companies, markinga structural change.The
economy hasexperienced moderate growth and areductionin external pressures. Aurangzeb

assured thatspeculative activity would notrevive in the rupee-dollar market, citing



administrative measures taken by the SBP. “Wehave foreign exchange reserves of $9 billion,
providing cover for two months ofimports,” he said. Aurangzeb stressed theimportance of the IT
sectorin driving economic growth and improving citizens’ quality oflife through digital
transformation. Aurangzeb highlighted the need for investment as a primary driver of economic
growth, noting that Pakistan'sinvestmentrate isrelativelylow and declining. He reported a drop
incoreinflationto 11.8% in May and areduction in food inflation, with expectations of monetary
easing. The servicessector hasmaintained the largest share of GDP at 58% for several years.
Aurangzeb expressed optimism about the monetary policy, predicting a single-digit policy ratein
thenextfiscal year. Discussions with the IMF were described as productive and constructive.
Aurangzebreportedan 11.6% increase in wheat production, reaching 31.44 million tonnes
compared to 28.16 million tonneslast year. After approval by Prime Minister Shehbaz Sharif, the
budgetwill be presented tomorrow. Aurangzeb noted that the GDP contracted by 0.2%in 2023.The
press conference concluded, and a question-and-answer session began. Aurangzeb stated that
therupee depreciated by 26%1n 2023, and agriculture, particularly bumper crops, was a saviour
for the economy. He emphasised the necessity of policy enforcementin the tax and power sectors.
“Wehave to enforce the tax policies which we are unable to do right now,” he said. Respondingtoa

question, Aurangzeb acknowledged that the government mustaddressleakagesin tax collection,



asthetrack and trace system did not meet expectations. “Leakages are to be controlled first. The
FBRachieved 30% growth inrevenue collection. Track and trace did notwork. There are no sacred
cows...everyone hasto contribute towards the economy.” He stated that corporate governance in
DISCOswillbeimproved with the inclusion of private sector professionals. He also mentioned that
the first three months of the fiscal year saw a current account surplus, and power theftis estimated
atRs500billion. Aurangzeb confirmed that DISCOs would notremain in the public sector,
emphasising plans for their privatisation. “DISCOs are to be privatised...we achieved currency
stabilityin thelast fewmonths,” hesaid. “Sovereign commitments are respected. After taking
everyone onboard, we mustresolve issues.” He noted that the fiscal deficit stood at 37% of GDP
during the first three quarters. State Minister for Finance Ali Pervez Malik, accompanying
Aurangzeb, said that capacity paymentswould reduce with increased power consumption from
the grid. “The population growth rate stood at 2.55%.” With reforms and improved electricity
consumption, the burden of capacity chargeswillreduce, Malik added. He stated that powerload-
sheddingisbeing conducted to control circular debt. “We have adequate electricity generation
capacity, hesaid. Aurangzeb addressed theissue of overbilling, amajor complaint, and
promisedimprovements. “Youwould soon hear good newsin the power sector,” he said. He noted

thatthe investment-to-GDPratiofor FY24 remained at 13.14%, with private and public



investment growing by 15.8% and 18.2%, respectively. Regarding the agricultural sector, he stated
thatagriculture willremain a critical pillar of growth. “The IMF programme is all about
stabilisation,” Aurangzebsaid. “Agriculture and IThave nothing to do with the IMF; these are
under our control.” Replying to a question, Aurangzeb reiterated that while the IMF programme
focuseson stabilisation, sectorslike agriculture and IT are independent and under government
control. “We have toimprove productivity,  he said. Aurangzeb credited Prime Minister Shahbaz
Sharifwith starting the economicrecovery and highlighted the potentialin the export oflivestock
anddairy.He expressed confidence in the necessity of the IMF programme. He mentioned the HBL
agriculture programme aimed atreducing the role of middlemen and praised the government's
signing ofthe nine-month standby arrangement as abrave step. “Ibelieve in agriculture,”
Aurangzebsaid, adding that the government mustenditsrolein the sector. Planstorestructure
PASSCO, the wheat procurement company, were announced. Aurangzeb gave the example of
rice, where exportshave surged thisyear, advocating forlesser governmentintervention and a
greaterrole for the private sectorin agriculture. Aurangzeb reported 1.25% growth in the
industrial and services sectors and emphasised the importance of enforcement measuresin
achievinga 30%increase intax collection. “We have to end leakages to achieve our targets,” he

said. He assured thatspeculative activityin the exchangerate market hasbeen controlled and



shared thathisrecenttrip to China focused on the second phase of the China-Pakistan Economic
Corridor (CPEC), emphasising a business-to-business agenda. Aurangzeb noted that the end of the
global commodity cycle and enforcement measures in Pakistan haveresulted in reduced inflation.
Domesticfertiliser productionincreased by 17.3%, and inflation is expected to decrease to 5-7% by
2025-26.He acknowledged that some decisions by the National Economic Council (NEC) had been
reversed and noted anincrease in per capitaincometo $1,680from $1,5517 lastyear. Aurangzeb
expressed confidence in managing foreign debt repayment, expectingrollovers and some
commercial bank borrowing. “Debtrepayment is not going to be anissue nextfiscal year, hesaid.
Aurangzeb announced thatcommercial bank borrowings arereturning, having had aninitial
meeting after returning from the UAE. “We are very keen to go for the inaugural Panda bondsin
thenextfiscalyear, hesaid. He mentioned that Deputy Prime Minister and Foreign Minister
IshaqDar had raised two questions before the IMF. “We did not wait for the budget and other
things, but opted to digitalise the FBR and hired aninternational firm for digitalisation toreduce
humaninterventioninthe FBR.” Aurangzebnoted thatall central banks globally have agreed to
raiseratesifinflationincreasesagain. “Thereisnoharmindialogue; all centralbanks are clear
thatifinflationary pressureslipsin, they willjack up rates.” He emphasised the need for FBR data

tobeused foranalyticsrather than field data, with noticesissued through a centralised digital



system, reserving human intervention for checking velocity. Helauded the caretaker government
foritsrolein PIA’s privatisation. “The caretaker government did well in terms of pushing ahead
with PIA’s privatisation, and we will hopefully see results by July.” Aurangzeb said the ongoing
PIA due diligence is expected to be completed by July or August. Once this transaction is done, we
will proceed to the Islamabad airport transaction. We have received bids for outsourcing
Islamabad Airportand willnotstop here,” he said. The federal government must collaborate with
provincial governments, he stressed. Regarding State-Owned Enterprises (SOEs), Aurangzeb
stated thatthe PIA transactionis progressing as the government cannot sustain a Rs1 trillion
deficit. He also confirmed that thereisno chance for the revival of Pakistan Steel Mills, which will
besold for scrap. Aurangzeb highlighted the success of the banking sector, particularly the
National Bank, and mentioned that he is chairing SOEs. Afilter system has been created for
projects under the Public Sector Development Programme (PSDP), prioritising those with
significant economicimpact. The finance minister stated that while the government has many
unfunded projects, it will only pursue those with a significant economicimpact. New projects
initiated will similarly aim for major economic benefits. Malik emphasised thatinvestments stem
fromsavings. “Wehave to change the direction of the economy towards saving toincrease

investment,” he added. Aurangzeb explained that the National Economic Council (NEC)isa



strategic forum headed by the prime minister, including chief ministers of provinces and other
ministers. He suggested that the NEC should meet quarterly, rather thanjustonce ayear, toreview
performance and settargets. We have introduced the public-private partnership model for the
first time and will strictly enforceit,  hesaid. Thissurvey precedes the federal budget for the fiscal
year 2024-25, setto be presented on June 12 (Wednesday). Officials and analysts indicate that the
coalition government, led by the Pakistan Muslim League-Nawaz (PML-N), plans to setambitious
fiscal targetsin the Budget 2024-25 to bolsterits case for anew bailout deal with the International
Monetary Fund (IMF). Acknowledging severe financial constraints and reduced development
funding under the IMF programme, the Annual Plan Coordination Committee (APCC) has
recommended Rs1,221 billion for the federal development programme for the financial year
2024-25.Thiswill be the firstbudget presented by the current government. As Pakistan seeks a
loan programme to avoid defaultin a sluggish economy, the IMF has urged the countrytoraise
provincial taxes, particularly on agriculture, sales tax on services, and property tax. Pakistanis
negotiating with the IMF for aloan estimated between $6 billion to $8 billion to prevent a defaultin
aneconomy thatisgrowing at the slowest paceintheregion. Pakistan narrowly avoided default
lastsummer thanks to a short-term IMF bailout of $3 billion over nine months. While fiscal and

external deficits have been controlled, thishasled to a sharp decline in growth and industrial



activity, coupled with high inflation, which averaged close to 30% in thelast financial year and

24.52% overthelast 11 months. The growth target for the upcoming yearis expected to be 3.6%,

compared to 2% thisyear and economic contraction last year. Since being elected in the February 8

general elections, Premier Shehbaz has publicly committed to tough reforms. However, high

prices, unemployment, and alack ofnewjob opportunities have put political pressure on his

coalition government. Another critical aspect of the budget will be the targets set for proceeds

from privatisation. Pakistan aims tomakeits first major sale in nearly two decades by selling a

stakeinitsnational airline. Thisis expected tobe the firstin a series of sales ofloss-making entities,

particularlyinthe troubled power sector.



