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FOREWORD

Global coordinated efforts gradually brought the pandemic under control and the world
is recovering from the devastating effects of COVID-19. However, the Russia-Ukraine
conflict has created new risks to economic growth and posed significant uncertainty
about the economic outlook. The economic impact of the conflict is manifesting in terms
of higher commodity prices, disrupted trade and supply chains, lower business
confidence, and increased investors’ uncertainty. The fallout of conflict will contribute to
a significant slowdown in global growth in 2022 and 2023. The global economic growth
is projected to slow from an estimated 6.1 percent in 2021-22 to 3.6 percent in
2022-23. The negative economic consequences of the war in Ukraine are spreading across
the world and Pakistan is also among the vulnerable countries. The risk for Pakistan’s
economy has been elevated by high international commodity and oil prices, significant
pressure on external side, and squeezed fiscal space.

According to provisional estimates, Pakistan’s economy in FY2022 has witnessed an
estimated GDP growth of 5.97 percent. This unsustainable growth has triggered
macroeconomic imbalances. Unfortunately, the weak economic management of the
previous government has resulted in the deterioration of the exchange rate, high inflation
and widened the twin deficits, thus bringing Pakistan to the verge of a financial crisis.

The present coalition government has inherited a fragile economy with a current account
deficit of $13.8 billion in the first 9-months of the year, a fiscal deficit of 3.8 percent of GDP
expected to increase to 7.0 percent by June, total public debt at Rs 44,366 billion (end
March 2022), inflation at 11.3 percent and depleting forex reserves. The present
government is taking politically tough decisions to steer the economy through various
crises. Prime Minister Shehbaz Sharif is taking CPEC forward with new vigor, promoting
the multifaceted development of the flagship project of China's ambitious Belt and Road
Initiative (BRI).

Besides growth, the government is also taking care of its solemn obligation towards the
poor segments through a social safety program and targeted subsidies. The government
is taking measures to extend relief to the less well-off citizens through Benazir Income
Support Programme (BISP).

The Pakistan Economic Survey has reviewed the progress of the outgoing fiscal year based
on the latest available data up to March-April 2021-22. As is customary, the Survey is
launched just before the presentation of the Federal Budget 2022-23. Hence, the
Economic Survey covered the latest available data for the outgoing fiscal year.

[ wish to congratulate and thank the Economic Adviser and his team for preparing this
important document. It will serve as an invaluable information tool for all stakeholders,
including parliamentarians, policymakers, academia and international development
partners.

Dr. Miftah Ismail
Minister for Finance and Revenue

Islamabad, the 09th June, 2022
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PREFACE

Pakistan Economic Survey is a yearly flagship publication of the Ministry of Finance which
highlights the trend of macro-economic indicators, development policies, strategies, as
well as sectoral achievements of the economy. Pakistan Economic Survey 2021-22 is
being launched at a difficult time when the economy is going through a recovery phase
despite mounting uncertainty and ever increasing global prices risks. The survey has
reviewed the drivers of this year’s growth including the updated information on other
economic variables and the socio-economic progress of first nine to ten months of the
outgoing fiscal year. The document consists of analytical text and Statistical Appendix. The
first part furnishes a comprehensive analysis of the performance by various sectors of the
economy, while the second part provides the time series data of its different sectors.

The statistical data related to all the sectors has been provided by a number of
organizations, provincial departments and ministries of the Government of Pakistan. I
would like to appreciate them for providing valuable information. The completion of
survey could not have been possible without their timely support.

[ am highly indebted to EA Wing officers and officials, HRM Wing and Debt Office for their
continued support and hard work that led to the completion of Economic Survey well on
time. [ would also offer my gratitude to worthy Minister for Finance & Revenue, Mr. Miftah
Ismail, Minister of State for Finance & Revenue, Dr. Aisha Ghaus Pasha and Finance
Secretary, Mr. Hamed Yaqoob Sheikh, for their support and guidance during compilation
process.

Pakistan Economic Survey 2021-22 has greatly benefitted from the comments and
insights of Dr. Aamer Irshad (FAO), Dr. Khalid Mehmood (PIDE), Dr. Saima Bashir (PIDE),
Mr. Javed Sikandar (Planning Commission), Dr. Meraj ul Haq (IIU), Dr. Atif Ali Jaffery
(Gujrat University), Dr. Imran Khan Jadoon (Comsats University), Mr. Saqib Jalil Malik
(ISE), Dr. Syed Akhtar Hussain Shah and Dr. Muhammad Arshad Khan. I sincerely
acknowledge their inputs/views/comments which improved the quality of Economic
Survey. A continuous engagement, discussions and advice from the senior officers of the
Finance Division, especially Mr. Awais Manzur Sumra, Mr. Tanvir Butt, Mr. Ali Tahir,
Mr. Muhammad Anwar Sheikh, and Mr. Aamir Mehmood have been very much productive
for the overall improvement of this national document.

Hopefully, the Survey will fulfill the expectations of policymakers, economists,
academicians, business practioners, government agencies, students, researchers, the
media personnel and those who are interested in developing deeper understanding of
Pakistan’s economy. Constructive comments and suggestions for the improvement of this
document are always welcomed.

Dr. Imtiaz Ahmad
Economic Adviser

Islamabad, the 09th June, 2022



BLANK



PAKISTAN] ECONONIIG SURVSY? U0

Dr. Imtiaz Ahmad
Economic Adviser/ Team Leader

Dr. Hasan Muhammad Mohsin

Joint Economic Adviser

N

Muhammad Shuaib Malik

Deputy Economic Adviser

Ms. Nazia Gul

Deputy Economic Adviser

Mr. Attaullah Shah

Assistant Economic Adviser

Ms. Samina Khatoon
Assistant Economic Adviser

Ms. Tahira Islam

Assistant Economic Adviser

Mr. Abdul Basit Bhatti

Assistant Economic Adviser

Ms. Rabia Akbar

Assistant Economic Adviser

Mr. Faheem Anwar
Webmaster

7

Ms. Naila Abbas Dar

Joint Economic Adviser

Mr. Zille Hasnain
Deputy Economic Adviser

Mr. Omer Farooq
Assistant Economic Adviser

Ms. Nargis Mazhar
Assistant Economic Adviser

Mr. Muddasar Nazir Sandilah
Assistant Economic Adviser

Hafiz Syed Muhammad Azeem

Assistant Economic Adviser

Dr. Muhammad Shahid

Research Officer

Muhammad Abdullah
Research Associate, DPCO

Mr. Saqib Ameer
Technical Officer

Muhammad Faisal Shamim

Composer




BLANK



Overview of the Economy

Global Economic Review

Unprecedented global crisis caused by the outbreak COVID-19 pandemic in early 2020
had led to equally unprecedented worldwide measures to protect lives and likelihoods.
Governments and Central banks engaged in accommodative fiscal and monetary policy
measures to protect the population from an economic meltdown. The imposed mobility
and other necessary restrictive measures took a huge toll on social and economic
prosperity. Nevertheless, a recession in 2020 could not be avoided due to the suspension
of economic activities and resultant negative growth.

In 2021 vaccination programs, although unevenly spread among world regions, allowed
to gradually relax economic restrictions. In the meantime, economic policies continued
to support the strong economic revival across the globe that resulted in economic
growth exceeding potential output growth in 2021. Supply-demand imbalances became
apparent exacerbated by supply chain disruption and bottlenecks in the transport
sector. International commodity prices responded abruptly to the economic rebound
accelerated inflation in most parts of the world.

In early 2022, the Russian-Ukraine conflict elevated global commodity prices, fueled
inflation and domestic inflation rates further. Threats from high inflation, rising interest
rates, lingering supply constraints, and mounting uncertainties affected the global
economic forecasts. The impact of war has revised the global growth forecast downward
by 0.8 and 0.2 percentage points to 3.6 percent in both 2022 and 2023. The projection
for economic growth of European Economies has been revised downwards by 1.1
percentage points to 2.8 percent. Similarly, the outlook for advanced and emerging
economies also revised downwards by 0.6 and 1.0 percentage points, respectively. In the
medium-term, the outlook is revised downwards for all groups, except commodity
exporters who are benefitting from the surge in energy and food prices.

Central Banks around the world responded well to the overheated economies and
reversed the expansionary monetary policy. Fed and other central banks raised the
policy rate to slow the economy enough to tame inflation. On the fiscal side, policy space
was already eroded in many countries by the pandemic. The surge in commodity prices
and the increase in global interest rates will further reduce fiscal space, especially for oil
and food-importing economies. The withdrawal of extraordinary fiscal support was
projected to continue because of the overheated economies, shrinking fiscal space, and
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growing budget deficits. Clear communication and forward guidance on the outlook for
monetary policy and greater support from the treasury will be essential to minimize the
risk of disruptive adjustments and to ensure that medium and long-term inflation
expectations remain well-anchored.

The weakening growth prospects, provision of relief to the vulnerable population, and
supportive measures by governments will widen fiscal deficits. Several economies will
need to consolidate their fiscal balances. This should not impede governments from
providing well-targeted support for vulnerable populations, especially in the presence
of high energy and food prices.

Summing up, the recurring economic crisis allowed governments across the globe to
develop a strategic response to the crisis. The changing economic landscape brought a
paradigm shift in economic policymaking. The focus has been shifted to knowledge-
based and service economies where investment in human capital is of equal importance
as an investment in machinery, equipment, and buildings.

Pakistan Economic Review

Though economy recovered from the pandemic (a 0.94 percent drop in FY2020) and
maintained V-Shaped recovery by posting real GDP growth of 5.97 percent in the fiscal
year 2022. This high growth, however, is unsustainable and has resulted in financial and
macroeconomic imbalances.

Historically, Pakistan’s economy had shown periodic ‘boom-bust’ growth cycles. The
reasons for such volatile growth cycles include the wide-ranging economic challenges
like shrinking fiscal space, exchange rate pressure, mounting current account deficit,
inflation, energy sector bottlenecks, and the absence of a supportive environment for the
private sector.

Political instability in the country also led to a huge increase in economic uncertainty.
Uncertainty at individual, firm, and government levels is negatively affecting the
economy. Political stability can reduce uncertainty by making clear policy statements
to build the trust of domestic as well as foreign investors and the business community.

The coordinated monetary-fiscal policy approach after the COVID-19 outbreak has
succeeded in reviving the real economic activity. Specifically, the fiscal-monetary
stimulus packages have a cascading effect on growth through a revival in private
investment. In addition, the accommodative monetary policy stance in FY2021, focused
on the revival of the construction industry and mandatory housing finance targets by
the SBP, together with the rebound in external demand has set the stage for stronger
growth momentum in FY2022.

Further, growth momentum was observed on account of broad-based expansion in
large-scale manufacturing (LSM) and improved crop production. However, the economy
also started to show signs of excess demand and overheating through an increase in the
import volume of capital and consumer goods, energy, and non-energy imports.
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On the external front, the exports grew remarkable on account of policy supports
provided-including regionally competitive energy tariff rates, Export Facilitation
Scheme 2021, enhancement in coverage and loan limits under LTFF, Changes in FX
regulations to facilitate exports, the launch of an e-Tijarat portal and tariff rationalized
in various sectors in line with objectives of National Tariff Policy 2019-2024. In addition
to this, STPF 2020-25 has been prepared to enhance the export competitiveness of
Pakistan through a framework of interventions having an impact across the value chains.
Furthermore, textile policy 2020-25 has also been approved to fully utilize the potential
of home-grown cotton augmented by man-made fibers and filaments to boost value-
added exports. Moreover, at the international level, World Trade Organization (WTO)
has undertaken the Trade Policy Review (TPR) for Pakistan to achieve transparency and
a better understanding of trade policies and practices.

However, a surge in global commodity prices is exerting pressure on imports by
significantly pushing up import payments. Resultantly, the sizeable trade deficit of US$
32.9 billion during July-April FY2022 was partially financed by significant workers’
remittances. Thus, in the period under discussion, the current account posted a deficit
of US$ 13.8 billion compared to a deficit of US$ 0.5 billion during the same period last
year. The widening of the current account deficit together with a build-up in inflationary
pressures in the backdrop of the geopolitical situation (especially the Russia-Ukraine
conflict) has created significant challenges for sustainable economic growth. In addition,
the recent emergence of domestic conditions (including political instability) is eroding
business confidence. Thus, all in all, inflationary and external sector pressures have
created macroeconomic imbalances in the economy.

To counter inflationary pressure and for sustainable economic recovery, SBP moved to
monetary policy normalization in September 2021. Policy Rate increased by cumulative
675 bps between September-April, FY2022.

The CPlinflation for the period July-May FY2022 was recorded at 11.3 percent as against
8.8 percent during the same period last year. The pressures on headline inflation can
fairly be attributed to adjustments in prices of electricity and gas, a significant increase
in the non-perishable food prices, exchange rate depreciation along with a rapid increase
in global fuel and commodity prices.

Shocks to the economy caused significant damage to Pakistan’s public finances. In
response, the Government formulated and implemented various policy initiatives which
improved fiscal outcomes, especially on the revenue side. FBR has initiated various
policy and administrative measures to facilitate the taxpayers to mobilize domestic
resources and generate sufficient revenue without hurting growth momentum. FBR tax
collection witnessed a substantial growth of 28.5 percent during July-April FY2022.
However, higher grants and huge subsidies kept the expenditure side under intense
pressure. The fiscal deficit increased to 3.8 percent of GDP in July-March FY2022 against
3.0 percent of GDP during the same period last year. Similarly, the primary balance
posted a deficit of Rs 447.2 billion.

In the medium term, comprehensive measures are needed to strengthen and reliability
of overall economic performance to reinvigorate the economy, spur growth, maintain
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price stability, provide jobs to the youth and rebuild the key infrastructure of the
country. This will also require fiscal adjustments, and reforms in almost every sector of
the economy to lay the foundation for higher, inclusive, and sustainable economic
growth.

Executive Summary
1. Growth and Investment

In FY2022, the real GDP growth remained at 5.97 percent. However, underlying
macroeconomic imbalances and associated domestic and international risks have
dampened celebrations. The economy of Pakistan rebounded from the pandemic (0.94
percent contraction in FY2020) and continued to post a V-Shaped economic recovery
which is higher than the 5.74 percent recorded last year (FY2021).

This high growth, however, is also accompanied by external and internal imbalances, as
has been the case historically with Pakistan’s economy. However, external
circumstances also played a critical role this time. These circumstances have placed
almost all economies of the world in shambles. A highly transmissible Omicron variety,
changes in Afghanistan's government after the withdrawal of US troops sparked and the
Russian-Ukraine conflict started in Feb 2022, all of these have upended the global
economic picture. Financial and commodity markets have felt shockwaves. Thus, energy
and food prices have surged rapidly and threaten to remain further elevated. The
exceedingly uncertain outcome of the crisis is another challenge for developing
economies, particularly for Pakistan.

Pakistan’s economy has shown a strong recovery after being depressed due to the
pandemic which resulted in lockdown. For FY2022, real GDP (GVA at basic prices 2015-
16) posted a growth of 5.97 percent on account of 4.40 percent growth in Agriculture,
7.19 percent growth in the Industrial sector, and 6.19 percent growth in the Services
sector. This growth is slightly above the growth of 5.74 percent recorded for FY2021.

For FY2022, GDP at current market prices stands at Rs 66,950 billion showed a growth
of 20.0 percent over last year (Rs 55,796 billion). In the dollar term, it remained at US$
383 billion. Gross National Income (GNI) is also used for measuring and tracking a
nation's wealth which is calculated by adding Net Primary Income (NPI) to GDP (MP).
Regarding per capita income in terms of dollar, there was a rebound seen in FY2021
which continued in FY2022. In FY2022, per capita income was recorded at US$1,798
which reflects an improvement in prosperity due to the fact that economic growth per
person improved.

The Gross Fixed Capital Formation (GFCF) for FY2022 was recorded at Rs 8,992 billion
against Rs 7,217 billion in FY2021, thus, posting a growth of 24.6 percent. The GFCF is
comprised of Private, Public, and General governments. The GFCF in the private sector
during FY2021 is estimated at Rs 6,704 billion against Rs 5,557 billion in FY2021,
showing an increase of 20.6 percent. On the basis of data reported by PBS, GFCF in Public
sector remained at Rs 481 billion during FY2022 compared to Rs 419 billion last year,
registering an increase of 14.9 percent. The overall provisional GFCF in General
Government services for FY2022 has been recorded at Rs 1808 billion compared to
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Rs 1241 billion during FY2021, posting a growth of 45.6 percent. This time, PBS has also
provided industry-wise disaggregation of GFCF of General Government. The data
suggests that there was a 48, 34, and 25 percent increase in Public Administration &
Social Security, Education, and Human Health & Social Work, respectively.

2. Agriculture

During FY2022, the agriculture sector recorded a remarkable growth of 4.40 percent
and surpassed the target of 3.5 percent and last year’s growth of 3.48 percent. This
growth is mainly driven by high yields, attractive output prices and supportive
government policies, better availability of certified seeds, pesticides, and agriculture
credit.

The crops sector outperformed and posted a growth of 6.58 percent during FY2022
against 5.96 percent last year. At the sub-sector level, important crops, other crops, and
cotton ginning depicted a significant growth of 7.24 percent, 5.44 percent, and 9.19
percent, respectively, against last year’s growth of 5.83 percent, 8.27 percent, and -13.08
percent. The growth in production of important crops namely cotton, rice, sugarcane,
and maize are estimated at 17.9 percent, 10.7 percent, 9.4 percent, and 19.0 percent,
respectively. The cotton crop increased from 7.1 million bales reported last year to 8.3
million bales during 2021-22; rice production increased from 8.4 million tonnes to 9.3
million tonnes; sugarcane production increased from 81.0 million tonnes to 88.7 million
tonnes; maize production increased from 8.9 million tonnes to 10.6 million tonnes
respectively, while wheat production decreased from 27.5 million tonnes to 26.4 million
tonnes. Other crops having a share of 13.86 percent in agriculture value addition and
3.14 percent in GDP, grew by 5.44 percent on the back of an increase in the production
of pulses (29.82 percent), oilseeds (24.75 percent), vegetables (11.52 percent), fruits
(1.53 percent) and fodders (0.36 percent).

Livestock having a share of 61.89 percent in agriculture and 14.04 percent in GDP,
recorded a growth of 3.26 percentin 2021-22 compared to 2.38 percent during the same
period last year. The fishing sector having a share of 1.39 percent in agriculture value
addition and 0.32 percent in GDP grew at 0.35 percent compared to a growth of 0.73
percent in the same period last year. The forestry sector having a share of 2.14 percent
in agriculture value addition and 0.49 percent in GDP posted a positive growth of 6.13
percent against the negative growth of 0.45 percent last year.

Water availability during Kharif 2021 was recorded at 65.1 million-acre feet (MAF)
compared to 65.1 MAF of Kharif 2020. Rabi season 2021-22 stood at 27.4 MAF, showing
a decrease of 12 percent over Rabi 2020-21.

The domestic production of fertilizers during FY2022 (July-March) increased by 1.9
percent over the same period of last year. This increase in domestic production of
fertilizer is mainly due to the running of two LNG-based plants, FatimaFert and Agritech
Limited, from September 2021 to March 2022. Although the import of fertilizer
decreased by 6.2 percent, however, the total availability of fertilizer slightly increased
by 0.5 percent. There was a decrease in the total offtake of fertilizer nutrients by 3.6
percent.




Pakistan Economic Survey 2021-22

During July-March FY2022, total tractor production reached 41,871 compared to 36,900
produced last year, a 13.5 percent higher than the same period last year.

During FY2022 (July-March), banks disbursed Rs 958.3 billion which is 56.4 percent of
the overall annual target and 0.5 percent higher than the disbursement of Rs 953.7
billion made during the same period last year. Further, the outstanding portfolio of
agricultural loans has increased by Rs 30.9 billion i.e., from Rs 601.8 billion to Rs 632.7
billion at end of March 2022 as compared to the same period last year. In terms of
outreach, the number of outstanding borrowers reached 3.2 million in March 2022.

During FY2022 (July-March), total fish production was recorded at 696.0 thousand MT
(marine: 468 thousand MT and inland: 228 thousand MT) witnessing an increase of 0.8
percent over the same period of last year’s fish production of 690.6 thousand MT
(marine: 465.2 thousand MT and inland: 225.4 thousand MT).

3. Manufacturing and Mining

The performance of Large-Scale Manufacturing (LSM) stood tremendous with 10.4
percent growth during July-March FY2022 as compared to growth of 4.2 percent same
period last year. The prudent measures and continuous support along with rising global
demand, easy access to credit, and partially subsidized energy supplies bode well in
boosting the business sentiments and achieving higher growth of LSM.

On a year-on-year (y-o-y) basis, LSM grew by 26.6 percent in March FY2022 against 22.5
percent growth in the same month last year. However, on a month-on-month (m-o-m)
basis LSM marked the growth of 8.2 percent in March 2022 against 3.7 percent in
February 2022.

Out of 22 subsectors, 17 posted growth during July-March FY2022. The performance
was broad-based on the back of strong growth of high weighted sectors such as Textile,
Food, Wearing Apparel, Chemicals, Automobile, Tobacco, Iron & Steel Products along
with Furniture, Wood Products, and Footballs.

The Mining and Quarrying sector remained negative at 4.47 percent during July-March
FY2022 as against the growth of 1.21 percent last year. This sector is lagging behind
despite huge potential, due to interconnected and cross-cutting issues like poor
regulatory framework, insufficient infrastructure at mines sites, outdated technology
installed, semi-skilled labor, low financial support, and lack of marketing. Production of
major minerals such as Coal, Natural Gas, Chromite, Crude Oil, and Barytes witnessed a
growth of 8.34, 3.45, 25.7, 4.48, and 162.5 percent, respectively. However, some
witnessed negative growth during the period under review such as Magnesite 52.3
percent, Gypsum 36.9 percent, Lime stone 33.3 percent, Ocher 25.5, Rock Salt 24.2
percent, and Marble 22.9 percent.

4. Fiscal Development

Currently, the fiscal policy at the global level is functioning in a highly volatile
environment and Pakistan is no exception. The conflict between Russia and Ukraine has
potentially serious economic consequences for Pakistan’s economy as it has exacerbated
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difficult policy choices for the country. Thus, controlling inflation, strengthening the
economic recovery, supporting the vulnerable, and rebuilding fiscal buffers, all became
significantly important.

The conflict and resultantly its impact on higher international commodities prices
especially energy and food brought a plethora of challenges to Pakistan’s economy. To
offset the impact of increasing oil prices, tax relief to the masses was provided in the
shape of areduction in the petroleum development levy (PDL) and the elimination of the
sales tax on all POL products. These measures, combined with energy subsidies, have
posed significant risks to fiscal sustainability in an already constrained fiscal
environment.

Despite a significant rise in tax collection, higher current and development expenditures
widened the fiscal deficit to 3.8 percent of GDP during July-March FY2022 against 3.0
percentin the previous period. Similarly, the primary balance posted a deficit of Rs 447.2
billion against a surplus of Rs 451.8 billion. On the expenditure side, total spending
witnessed a sharp increase of 27.0 percent in July-March FY2022 against the contained
growth of 4.2 percent in the same period of last year. Higher development and non-
markup current spending contributed to an increase in total expenditures during the
year.

Total revenues increased by 17.7 percent in July-March FY2022 against 6.5 percent in
the same period of last year. A significant increase in tax collection was a key factor in
boosting revenue growth, which more than offset the decline in non-tax revenues during
the review period. During the first nine months of the current fiscal year, total tax
collection (federal & provincial) grew by 28.1 percent, while non-tax revenues fell by
14.3 percent.

FBR outperformed the revenue target during the first ten months of FY2022. During
July-April, FY2022, FBR has been able to collect Rs 4,855.8 billion (provisional) net tax
revenues reflecting a growth of 28.5 percent. However, tax relief measures have
impacted revenue collection by approximately Rs 73 billion during the month of April
2022.

5. Money and Credit

SBP had started to tighten its monetary policy stance from September 2021 after
keeping the policy rate unchanged at 7 percent in all the MPC meetings held in FY2021.
The monetary policy in Pakistan shifted direction in Q1-FY2022 in accordance with the
changing economic outlook owing to a recovery in domestic demand, higher commodity
prices, and persistent inflationary pressures. Consequently, the policy rate had
increased by a cumulative 275 bps to 9.75 percent during consecutive three monetary
policy decisions, within a span of three months.

Accordingly, the MPC in an unscheduled meeting on April 7, 2022, raised the policy rate
by 250 basis points. The MPC was of the view that this action would help to safeguard
external sector and price stability. During the monetary policy decision held on 23rd May
2022, the MPC decided to raise the policy rate by 150 basis points to 13.75 percent. The
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decision was based on the outcome of provisional growth estimates for FY2022 more
than the target, showing excess aggregate demand, elevated external sector pressure,
and a higher inflation outlook due to domestic and international factors.

During the period 01st July-29th April FY2022, broad money (M2) has increased by
Rs 1,457.2 billion (growth of 6.0 percent) as compared with Rs 1,632.7 billion (growth
of 7.8 percent) during the comparable period of last year. Contained growth in M2
mainly due to negative Net Foreign Assets (NFA) of the banking system, which has been
contracted by Rs 1,327.7 billion as compared to an expansion of Rs 980.6 billion last
year. This was contained due to pressure on the external front on account of high
international commodity prices and expansion in domestic activities, transfers pressure
on import bill, and current account deficit. Conversely, the Net Domestic Assets (NDA)
of the banking sector observed an expansion of Rs 2,784.8 billion against Rs 652.1 billion
last year. The expansion in NDA on account of significant expansion in private sector
credit increased lending to Public Sector Enterprises (PSEs) and lending to government
commodity procurement agencies.

Private sector credit witnessed an unprecedented expansion of Rs 1,312.9 billion during
the period 1st July-29th April, FY2022 compared to Rs 454.4 billion during the same
period last year, posting significant growth of 189 percent in flow terms. On a positive
note, credit demand increased both for fixed investment and working capital loans.
Businesses took advantage of SBP concessionary financing schemes, particularly TERF.
As a result, fixed investment loans witnessed a significant expansion of Rs 333.1 billion
during July-March, FY2022 as compared to Rs 137.0 billion during the same period last
year. Similarly, working capital loans observed an expansion of Rs 608.7 billion during
July-March, FY2022 as compared to an expansion of Rs 110.8 billion during the same
period last year. This expansion is a signal for both continuation and expansion of
economic activities, as evident from the significant economic growth of 5.97 percent in
FY2022.

6. Capital Markets & Corporate Sector

The world stock indices started on a positive note during the current fiscal year.
However, due to the geopolitical tensions especially the Russia-Ukraine war plummeted
the global indices in the month of February and March 2022.

Pakistan stock market’s performance has posted a boom-and-bust situation during the
first nine months of the current fiscal year. During July-March FY2022, the benchmark
KSE-100 index declined from 47,356 points to 44,929 points. During the period under
review, the index closed at its highest level of 48,112 points on August 23, 2021. As of
March 31, 2022, the total number of listed companies on the Pakistan Stock Exchange
(PSX) stood at 532, with a total market capitalization of Rs 7,583 billion.

The major development of this year in the equity market is the issuance of Initial Public
Offerings (IPOs). During July-March FY2022, five companies issued shares through a
public offering on the main board of PSX (Citi Pharma limited, Pakistan Aluminium
Beverages Cans Limited, Airlink Communications Limited, Octopus Digital Limited, and
Adamjee Life Assurance Company Limited), while two companies were listed on the
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newly introduced Growth Enterprise Market (GEM) Board (Pak Agro Packaging Limited
and Universal Network Systems Limited).

During July-March FY2022, corporations raised Rs 121.5 billion by issuing 32 debt
securities, while 102 previous corporate debt securities worth Rs 749.82 billion remain
outstanding. Moreover, during July-March FY2022, 2.31 million lots of various
commodities futures contracts including gold, crude oil, and US equity indices worth Rs
2.65 trillion were traded on Pakistan Mercantile Exchange Limited.

7. Inflation

The CPI inflation for the period July-May FY2022 recorded at 11.3 percent as against 8.8
percent during the same period last year. The other inflationary indicators like Sensitive
Price Indicator (SPI) recorded at 16.7 percent as against 13.5 percent last year.
Wholesale Price Index (WPI) recorded at 23.6 percent in July-May FY2022 compared to
8.4 percent same period last year.

The pressures on headline inflation can fairly be attributed to adjustment in prices of
electricity and gas, a significant increase in the non-perishable food prices, exchange rate
depreciation along with rapid increase in global fuel and commodity prices.

However, there is also significant uncertainty around the outlook for international
commodity prices as well which had been exacerbated by the Russia-Ukraine conflict.
The government made best efforts to ensure smooth supply of essential domestic goods
through vigilant monitoring of prices both at provincial and Federal level.

8. Trade and Payment

As COVID-19 disrupted economic activity worldwide. However, many policy measures
were initiated to support export-oriented industries and facilitate these firms to
increase export earnings.

During July-April FY2022, goods exports grew by 27.6 percent to US$ 26.8 billion,
whereas services exports grew by 18.2 percent to US$ 5.8 billion. Around two-thirds of
the increase came from the textile sector, especially from the high value-added segment.
Pakistan’s textile exporters capitalized on the policy support available-including the
Export Facilitation Scheme 2021, SBP’s concessionary refinances schemes for working
capital and fixed investment, and the regionally competitive energy tariffs and managed
to ship higher volumes to key destinations (such as the US, UK, and EU). Higher cotton
prices also helped increase the export unit prices of both low and high-value-added
textile products. Apart from textiles, rice exports also rebounded during July-April
FY2022, mainly on the back of the non-basmati variety.

Despite the encouraging export performance, the country’s imports have also risen
significantly. The broad-based surge in global commodity prices, COVID-19 vaccine
imports, and demand-side pressures, all contributed to the rising imports. Resultantly,
the trade deficit grew by 49.6 percent to US$ 32.9 billion which is historically high.
Remittances, which always supported in easing out the pressure of trade deficit of both
goods and services, recorded at US$ 26.1 billion during July-April FY2022 and posted a
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growth of 7.6 percent. This ever-highest level of workers’ remittances still not sufficient
to offset the trade deficit. Thus, the current account deficit was recorded at US$ 13.8
billion during the period under discussion. Further, the low performance of the Financial
Account during the period not only resulted in the depletion of foreign reserves but also
brought the exchange rate under pressure. The interbank PKR-USD exchange rate
depreciated 15.1 percent during July-April FY2022. The SBP’s FX reserves also came
under pressure from Q2 onwards, dropping from US$5.9 billion during the review
period to US$ 10.5 billion by end-April 2022.

9. Public Debt

Total public debt was recorded at Rs 44,366 billion at end-March 2022. Domestic debt
was recorded at Rs 28,076 billion, while external public debt was recorded at Rs 16,290
billion or US$ 88.8 billion at end-March 2022.

The public debt portfolio witnessed various positive developments during the first nine
months of the ongoing fiscal year (July-March FY2022), some of them are highlighted as
follows:

® Within domestic debt, the Government relied entirely on long-term domestic debt
securities for the financing of its fiscal deficit and repayment of debt maturities. In
fact, the Government retired/repaid a portion of Treasury Bills amounting to Rs 1.5
trillion which led to a reduction of short-term maturities in-line with the
Government’s commitment to reduce its Gross Financing Needs.

® The Government repaid Rs 569 billion against SBP debt. Cumulative debt retirement
against SBP debt stood at Rs 2.3 trillion from July 2019 to March 2022.

® The Government successfully issued Shariah Compliant Sukuk instruments
amounting to around Rs 1.1 trillion, in line with the target specified in the Medium
Term Debt Management Strategy of Pakistan (2019/20 - 2022/23), to increase the
share of Shariah-compliant securities within domestic debt stock;

® Debt from multilateral and bilateral sources cumulatively constituted around 79
percent of the external public debt portfolio at end-March 2022. A set of reforms
initiated by the Government to improve the economy has brought strong support
from multilateral development partners. This is expected to strengthen confidence
and catalyze additional support from development partners in the coming years
which will also help in reducing the pressure on domestic sources.

® Within external debt, inflows from multilateral and bilateral development partners
remained major sources of funding. In addition, Pakistan successfully raised US$ 1
billion in July 2021 through multi-tranche tap issuance of 5, 10 and 30-year
Eurobonds. These bonds were issued at a premium.

® In January 2022, the Government of Pakistan successfully raised US$ 1 billion
through the issuance of International Sukuk under the “Trust Certificate Issuance
Program’. This was the first time that the Government has issued International Sukuk
with 7 Year maturity and at a market-clearing price i.e., zero issuance premium. The
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transaction was a success as healthy participation was witnessed from Middle
Eastern and European investors and the books were oversubscribed 2.7 times.

® Government repaid US$ 1 billion against maturing International Sukuks in October
2021.

® Government utilized IMF allocated SDR equivalent to Rs 475 billion to support its
budgetary operations.

Total interest servicing was recorded at Rs 2,118 billion during the first nine months of
the current fiscal year against its annual budgeted estimate of Rs 3,060 billion. Out of
this total, domestic interest payments were Rs 1,897 billion and constituted around 90
percent of total interest servicing during the first nine months of the current fiscal, which
is mainly attributable to a higher volume of domestic debt in the total public debt
portfolio.

Pakistan’s strategy to reduce its debt burden to a sustainable level includes a
commitment to run primary surpluses, maintain low and stable inflation, promote
measures that support higher long-term economic growth and follow an exchange rate
regime-based on economic fundamentals. With a narrower fiscal deficit, public debt is
projected to enter a firm downward path, while the Government’s efforts to improve
maturity structure will enhance public debt sustainability.

10. Education

Pakistan is committed to transform its education system into a high-quality global
market demand-driven system in accordance with Goal 4 of Sustainable Development
Goals (SDGs) which pertains to the quality of education. The progress achieved by
Pakistan so far on Goal 4 of the SDGs is as under:

® Primary, Lower, and Upper Secondary Education Completion Rate stood at 67
percent, 47 percent, and 23 percent, respectively, depicting higher Primary
attendance than Lower and Upper Secondary levels.

® Parity Indices at Literacy, Youth Literacy, Primary, and Secondary are 0.71, 0.82,
0.88, and 0.89, respectively.

@ Participation rate in organized learning (one year before the official primary entry
age), by sex is 19 percent showing a low level of consideration of Pre-Primary
Education.

@ Percentage of population in a given age group achieving at least an affixed level of
proficiency in functional; (a) literacy and (b) numeracy skills is 60 percent.

Various initiatives have been taken at federal and provincial levels to raise the standards
of education in terms of quality education as part of our commitment to accomplish Goal
4 of SDGs. These initiatives include: i) enhancing access to education by establishing new
schools, ii) upgrading the existing schools, iii) improving the learning environment by
providing basic educational facilities, iv) digitization of educational institutions,
v) enhancing the resilience of educational institutions to cater for unforeseen situations,
vi) promoting distance learning, capacity building of teacher, and vii) improving hiring

Xi




Pakistan Economic Survey 2021-22

of teachers, particularly hiring of science teachers to address the issues of science
education, etc.

A Single National Curriculum (SNC) has been introduced to minimize disparity in the
country’s education system where three main education systems are in place, i.e., Public
schools, Private schools, and Deeni madaris. SNC is aimed at providing equal learning
opportunities to all segments of society and will provide equal opportunity for learning
and help the students and parents in case of inter provincial mobility.

The overall education situation based on the key indicators, such as enrolments, number
of institutions, and teachers has shown a significant improvement. The total number of
enrolments during 2019-20 was recorded at 55.7 million as compared to 53.1 million
during 2018-19, which shows an increase of 4.9 percent. It is estimated to increase to
58.5 million during 2020-21. The number of institutions recorded at 277.5 thousand
during 2019-20 as compared to 271.8 thousand during 2018-19. However, the number
of institutions is estimated to increase to 283.7 thousand in 2020-21. Similarly, there
were 1.83 million teachers in 2019-20 as compared to 1.79 million last year. The number
of teachers is estimated to increase to 1.89 million during 2020-21.

During 2021-22, PSLM Survey was not conducted due to the upcoming Population &
Housing Census 2022. However, according to Labour Force Survey 2020-21, literacy rate
trends show 62.8 percent in 2020-21 (as compared to 62.4 percent in 2018-19), more
in males (from 73.0 percent to 73.4 percent) than females (from 51.5 percent to 51.9
percent). Area-wise analysis suggests literacy increases in both rural (53.7 percent to
54.0 percent) and urban (76.1 percent to 77.3 percent). The male-female disparity
seems to be narrowing down with time span. The literacy rate has gone up in all
provinces, Punjab (66.1 percent to 66.3 percent), Sindh (61.6 percent to 61.8 percent),
Khyber Pakhtunkhwa (52.4 percent to 55.1 percent), and Balochistan (53.9 percent to
54.5 percent).

Cumulative education expenditures by Federal and Provincial Governments in FY2021
remained at 1.77 percent of GDP (revised estimates). Expenditures on education-related
expenditures during FY2021 witnessed an increase of 9.7 percent, reaching Rs 988
billion from Rs 901 billion.

11. Health and Nutrition

Considering, good health is essential for human progress and wellbeing, the Government
remained committed to improve the health status of the population through the
provision of Universal Health Coverage (UHC) to all segment of the society. To this end,
the Sehat Sahulat Card was launched for reducing health inequality in the country and
ameliorate the well-being of all, is a step towards achieving UHC. In 2022, the
Government also expanded health infrastructure by increasing the number of hospitals,
Rural Health Units (RHUs), Basic Health Units (BHUs), doctors, dentists, and
dispensaries to meet the growing health services demand. However, COVID-19 had
disrupted the major strides in the health sector as the resources were shifted to contain
the spread of the fourth and fifth waves of the pandemic. It was a threat to the health
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system, lives, and livelihood which was successfully contained by the Government
through timely procurement and a massive vaccination drive.

12. Population, Labour Force, and Employment

Pakistan is the 5% most populous country in the world. According to the National
Institute of Population Studies (NIPS), the estimated population of Pakistan is 224.78
million in 2021 of which 82.83 million reside in urban areas whereas 141.96 million live
in rural areas and the population density is 282 per Km.

Pakistan has a large labour force that stands among the top 10 largest labour forces in
the world. According to the latest Labour Force Survey FY2021, the labour force
increased from 65.5 million in FY2018 to 71.76 million in FY2021 and the number of
employed persons increased from 61.71 million to 67.25 million during the same period.
The unemployment rate decreased from 6.9 percentin FY2019 to 6.3 percentin FY2021.
Overall employment to population ratio is 42.1 percent and this ratio is higher in male
(64.1 percent) as compared to female (19.4 percent) in FY2021.

According to LFS FY2021, the share of employment in the agriculture sector decreased
from 39.2 percent in FY2019 to 37.4 percent in FY2021. The share of employment in the
construction sector has increased from 8.0 percent in FY2019 to 9.5 percent in FY2021.
This increase shows that job opportunities are being created in the country. The
wholesale and retail trade sector has shown 14.4 percent employment in FY2021.

Pakistan has some of the greatest demographic opportunities for development in the
world as the growing youth population enters adulthood. The demographic dividend can
only be achieved with adequate investments in the education and skills of youth,
harvesting the fruits of long-term human capital development. The Government has
started different programmes for improving employment opportunities for youth such
as "Youth Entrepreneurship Scheme" and "Hunermand Programme-Skills for All”.

13. Transport and communications

Presently, Pakistan has 48 national highways, motorways, and strategic roads with a
total length of 14,480 Km. In the first quarter of 2022, PIA has added two airbuses A320
fleets.Pakistan Railways comprised a total of 466 Locomotives for a 7,791 Km route
length. During FY2022, PEMRA issued 265 Licenses for FM Radio and 4,152 Cable TV
Licenses. In addition to this, there are 9,522 post offices across Pakistan.

CPEC is a flagship and most actively implemented project of the Belt & Road Initiative
(BRI) where Pakistan and China have successfully launched 56 projects on the ground.
Out of these projects, 26 projects worth approximately US$17 billion have been
completed so far and 30 projects worth US$8.5 billion are under construction. The
Government is taking benefit of Pakistan’s strategic location and has focused on
developing an efficient and well-integrated transport and communication system by
connecting remote regions of the country into one road one Asia chain. With the help of
CPEC, roads and railways infrastructure will integrate Pakistan with the regional
countries which will help in generating economic and business activities by integrating
its markets with Central Asia, the Middle East, and other parts of the world.
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14. Energy

The latest available data indicates that the import bill of oil increased to US$ 17.03 billion
during July-April FY2022 compared to US$8.69 billion during the same period last year,
showing increase of 95 percent. Crude oil imports rose by 75.34 percent in value and 1.4
percent in quantity. Similarly, liquefied natural gas witnessed an increase of 82.90
percent in value while liquefied petroleum gas imports also jumped by 39.86 percent
during July-April FY2022. During July-February FY2022, 75.64 percent of gas is
domestically produced while 24.36 percent of gas is being imported. Coal is also used
for electricity generation in Pakistan. Currently, the overall electricity generation from
coal has reached 5280 MW. Thar coal is contributing 1,320 MW, while imported coal’s
contribution to electricity generation is 3,960 MW which is around 75 percent of the
total electricity generation from coal in the country.

The Government is also committed to the global agenda of SDGs goal 7 and investing in
renewable and alternate sources of energy to cater to Pakistan’s growing energy
demand. Pakistan is rich in hydropower and has the enormous potential to generate
electricity from water. Currently, the Hydro installed capacity is 10,251 MW which is
around 25 percent of the total installed capacity. Pakistan has also wind corridors. The
contribution of Wind to the total installed capacity is 4.8 percent and currently stood at
1,985 MW. The potential for solar power in Pakistan is also high. The installed capacity
of solar is 600 MW which is around 1.4 percent of the total installed capacity. Pakistan
is also producing energy from nuclear technology whose contribution is increasing
gradually. Last year, the gross capacity of the nuclear power plants was 2,530 MW which
supplied about 7,076 million units of electricity to the national grid during July-March
FY2021. The gross capacity of nuclear power plants has increased by 39 percent and it
stood at 3,530 MW.

15. Social Protection

The COVID-19 pandemic has significantly increased poverty and inequality globally,
causing a substantial reversal in progress toward global SDGs. According to the latest
estimates provided by the United Nations Department of Economic and Social Affairs in
the report “The World Economic Situation and Prospects 2022”, progress in
reducing extreme poverty has been set back by several years in most countries. An
unprecedented 85 million more people entered extreme poverty in 2020 globally.

BISP is currently disbursing payments to around 5.7 million regular beneficiaries under
its Ehsaas Kafaalat Programme. During FY2022, the number of regular beneficiaries has
been enhanced to 8.0 million. BISP in coordination with Finance Division and World
Bank has developed an institutional mechanism as well as a proposal to increase the
cash assistance under Kafaalat @ Rs 166.33/- per month or Rs 500/- per quarter w.e.f
1stJanuary 2022 has been approved by the Federal Cabinet.

The second phase of the Ehsaas Emergency Cash Programme (ECAP-II) has been
launched in June 2021. As of 30-03-2022, an amount of Rs 30.18 billion has been
disbursed to 2.50 million additional beneficiaries (other than UCT beneficiaries)
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@ Rs 12,000/- per beneficiaries to ever-married women of the eligible families having
valid CNIC.

Under Ehsaas Taleemi Wazaif Programme, 6.52 million children have been enrolled and
25 billion have been paid so far. During FY2022, 3.22 million children have been enrolled
and Rs 5.0 billion have been disbursed.

Ehsaas undergraduate scholarship programme, 1,38,133 scholarships were awarded to
deserving students, and Rs 13.2 billion were disbursed during FY2020 and FY2021. For
FY2022, Rs 9.5 billion was allocated, 122,000 applications have been received and its
screening process will soon begin.

50 Ehsaas Nashonuma Centres across 14 districts are being established countrywide at
the district and tehsil level to provide health services and conditional cash transfers
under two years old; Rs 1500/- for a boy child and mother, and Rs 2000/- for a girl child
mainly to prevent children from stunting growth issue. So far, 99,190 beneficiaries have
been enrolled and Rs 310.81 million has been disbursed till March FY2022.

Pakistan Poverty Alleviation Fund (PPAF) also helps in micro-credit, water, health,
education, and livelihood. Since its inception in April 2000 till March 2022, PPAF has
disbursed approximately Rs 237.56 billion to its Partner Organizations (POs) in 147
districts across the country. A total of 8.4 million microcredit loans have been disbursed
with 60 percent loans to women and 80 percent financing extended to rural areas.

During July-March FY2022, PPAF disbursed Rs 2,112.70 million to its POs for various
programmes funded by Donors and PPAF’s own resources.

Pakistan Baitul Mal (PBM) is providing financial assistance to the destitute, widows,
orphans, and other needy persons at the district level. During FY2022, Rs 6.505 billion
has been allocated to PBM for its core projects/schemes.

Workers Welfare Fund (WWF) during July-March, FY2022, disbursed Rs 1.43 billion on
15,004 scholarship cases, while Rs 244.07 million was utilized as marriage grants @
Rs 200,000 per worker, benefitting 1819 workers' families. The WWF has also disbursed
Rs 420.4 million as a death grant @Rs 600,000 per worker covering 804 cases of mishaps
all over the country.

EOBI provides monetary benefits to old age workers through various programmes such
as Old Age Pension, Invalidity Pension, Survivors Pension, and Old Age Grant. EOBI has
registered 9,429,281 employees. During FY2022, EOBI registered 307,296 new
employees. During July-March FY2021, an amount of Rs 33.54 billion has been disbursed
by EOBL.

16. Climate Change

In Pakistan, environmental degradation and climate change are adversely affecting the
economy, livelihood of the poor, and sustainable development. On the one hand, a
growing population, unplanned urban expansion, and decidedly dependence on natural
resources puts immense pressure on the environment that triggering climate change.
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The existing meager forest resources are crucial to environmental stability in Pakistan,
which appeals for serious interventions supported by a commitment to adequate
financial flows to improve and enhance the overall forestry, wildlife, and biodiversity
sector. However, the TBTTP is helping to restore the ailing ecosystems and it will
improve natural capital as well. The programme is being implemented by the Provincial
Forest and Wildlife Departments through MoCC on a 50 percent cost-sharing basis
except for AJ&K and GB which are 100 percent funded by the Federal Government
through PSDP. The programme has achieved 579.093 million plants during July-March
FY2022 and cumulatively has attained 1,586.18 million plants till March 2022.
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Chapter 1

Growth and Investment

Despite achieving a real GDP growth of 5.97 percent in FY2022, the underlying
macroeconomic imbalances and associated domestic and international risks have
dampened celebrations. The economy of Pakistan rebounded from the pandemic (0.94
percent contraction in FY2020) and continued to post a V-Shaped economic recovery
which is higher than 5.74 percent recorded in last year (FY2021). This high growth,
however, is also accompanied by external and internal imbalances, as has been the case
historically with Pakistan economy. Historically, it has been observed that higher growth
also accompanied with macroeconomic imbalances. However, external circumstances
also played a critical role this time. These circumstances have placed almost all
economies of the world in shambles. A highly transmissible Omicron variety began
making things much worse in 2021, when the global economy had yet to recover from
COVID-19's effects. Changes in Afghanistan's government after the withdrawal of US
troops sparked a global discussion of misery and humanitarian crises, which further
worsened due to the Russian-Ukraine conflict started in February 2022. The crisis has
also upended the global economic picture and considerably increased the uncertainty
for a global economy that was still struggling to recover from COVID-19 aftermath.
Financial and commodity markets have felt shockwaves. Thus, energy and food prices
have surged rapidly and threatens to remain further elevated. The exceedingly uncertain
outcome of the crisis is another challenge for developing economies, particularly for
Pakistan.

In Pakistan, during the outgoing fiscal year, inflationary pressures started rising initially
due to broadly accommodative fiscal and monetary policies to cushion the impact of
COVID-19in 2020 and 2021. Further, global supply chain disruptions fueled inflation on
account of a significant increase in the cost of freight. On the way, when the government
was planning to start unwinding pandemic emergency measures and gradually shifting
toward fiscal consolidation, the Russian-Ukraine conflict impacted the entire global
economy with the prediction of slower growth and faster inflation. Impacts are
transmitting through three main channels. First, increasing commodity prices, such as
food and energy, driving up inflation further, diminishing the value of income. Thus,
weighing on demand. Second, trading economies are grappling with disrupted trade,
supply chains, and remittances. While, third, high uncertainty in international market is
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reducing business confidence and putting downward pressure on asset values. Further,
tightening financial conditions may increase capital outflows from emerging markets. In
Pakistan, CPI inflation (General) increased by 13.4 percent on a year-over-year basis in
April 2022, compared to 12.7 percent in March 2022, while, it remained at 11.0 percent
for July-April FY2022. Likewise, the WPI posted a growth of 23 percent during the period
under discussion, which in turn intensified domestic inflationary pressure. Since the
international commodity prices, especially oil and food are expressed in US dollars,
therefore, the depreciation of the Rupee exchange rate vis-a-vis US dollar, also
influenced the domestic prices of finished and intermediate products. It is a well-known
fact that high prices erode benefits of high growth and adversely impacting the well-
being of the society. Therefore, price stability is emphasized in government policies
along with sustainable inclusive growth.

Contrary to significant rise in WPI, LSM which is used as proxy for domestic industrial
production, posted a growth of 10.4 percent during July-March FY2022. The growth of
LSM appears to be extensive, as 17 of 22 LSM sectors experienced positive growth. This
significant growth in industrial sector boosted the exports growth by 28 percent during
July-April FY2022. However, trade deficit in goods and services widened by 51 percent
on account of 39 percent increase in imports of goods as well as 34 percent increase in
imports of services according to SBP data. During this period, remittances reached
US$26.1 billion posting a growth of 7.6 percent. Despite historically high remittances,
trade deficit in goods and services could not be offset. Thus, current account deficit
started ballooning up. Further, low performance of Financial Account, not only resulted
in depletion of foreign reserves but also brought exchange rate under pressure.

On fiscal side, expenditures became unpredictable globally due to uncertain economic
environment and same is the case in Pakistan as well. The significant increase in
international prices of commodities especially energy and food are intensifying pressure
public finances as well. Realizing the impact of inflation on masses in Pakistan, the
Government attempted to protect the vulnerable segments of the society from the recent
surge in international energy and food prices. The subsidy provided, thus increased
government expenditures, adding fiscal costs. Though, within IMF program,
Government is unable to borrow from SBP, commercial borrowing is significantly
increased which crowd out the private investment. Historically, consumption always has
highest share in GDP. Thus, on demand side, the share of Consumption in real and
nominal GDP reached 99 and 96 percent respectively during FY2022, Thus, the
imbalance between domestic production and aggregate demand caused inflation, which
in turn adversely impacted price stability and sustainable growth.

To remove macroeconomic imbalances and to achieve long term sustainable and
inclusive growth, there is need to focus on both the supply side and demand side
management. The supply side strategy emphasizes on the extension of production
capacity by stimulating and upgradation of domestic GFCF and attracting FDI. This
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requires conducive environment in which investors feel comfortable to take long term
investment decisions. Such developments are expected to increase the growth rate of
the country’s potential output and employment. On the other hand, increase in
productive capacity will enhance production of exportable, imports substitution, which
in turn improve trade. Since Positive output gap is creating overheating situation in the
economy which not only exerts pressure on domestic prices but also worsen balance of
trade due to increase in imports.

Global Perspective

Soon after the recovery from COVID-19, the economic gains were threatened by the
Russian-Ukraine conflict in start of 2022. due to the outbreak and evolvement of the
COVID-19 pandemic. Initially, the global recovery momentum weakened due to the
Delta variant followed by highly transmissible Omicron. The Russian-Ukraine conflict
brought more economic damage predicting a significant slowdown in global growth in
2022 due to worldwide spillover effects through commodity markets, trade, and
financial channels.

Keeping in view, the prevailing supply shocks for an unknown time length, every
institution working on the global outlook has downgraded global growth. Especially IMF
has downward revised global growth from early estimates made in January 2022 and
October 2021. Global growth is projected to decline from an estimated 6.1 percent in
2021 to 3.6 percent in 2022 and 2023 as well. This decline is 0.8 and 0.2 percentage
points lower for 2022 and 2023 than in the January 2022, while in Oct 2021, IMF was
projecting 4.9 percent global growth. The most worrisome is inflationary pressure.
According to IMF, the conflict will broaden price pressures. Thus, inflation is expected
to remain elevated a longer period than the previous forecasts. The conflict is likely to
have a protracted impact on commodity prices, affecting oil and gas prices more severely
in 2022 and food prices in 2023 (because of the lagged impact from the harvestin 2022).
However, the intensity of impact varies across countries, depending on trade and
financial linkages, exposure to commodity price increases, and the strength of the
existing inflationary pressure.

However, sanctions imposed on Russia by the world community will hamper financial
and trade linkages between Russia and other countries due to the fact that some
countries in Eastern Europe and Central Asia have large trade and migration links with
Russia. Thus, with a delay in conflict settlement, the repercussions will be far-reaching.
Moreover, increased global polarization will also impede the cooperation essential for
long-term prosperity. It is also mentionable that recent lockdowns in key manufacturing
and trade hubs in China will likely compound supply disruptions elsewhere.

On the financial sector, an increase in core sovereign interest rates before the conflict
had already placed pressure on borrowers in some emerging and developing economies.
Markets have so far differentiated across countries depending on their debt exposures
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and trade linkages to advanced economies. Countries with higher debt levels and larger
gross financing needs have usually been vulnerable to more extreme stress in such
episodes. In these countries, increases in domestic long-term yields largely reflect
increases in risk premia, over and above the effects of increases in domestic policy rates.
To the extent that higher core rates may reflect more robust nominal demand in
advanced economy trading partners, countries with stronger trade ties to advanced
economies are less exposed. Summarizing, the global economy faces 'its biggest test'
since WWII due to Russian-Ukraine conflict as concluded in World Economic Forum
meeting held in Davos, recently. It was recorded in the meeting that rising interest rates
are adding to pressure on countries, companies and households with big piles of debt.
Further, market turbulence and ongoing supply chain constraints are also posing risks.
Moreover, the other important risk is the climate change.

Impact of Global Economic Uncertainty on Pakistan’s Economy

Economic activity in Pakistan is influenced by economic growth in its main trading
partners. The cyclical position pf Pakistan’s major trading partners, measured by the
weighted average Composite Leading Indicators (CLI), showed a strong V-shaped
recovery up till the end of 2021. In 2022, the cyclical position of Pakistan’s trading
partners gradually moved back to the normal position.

The cyclical position of Pakistan’s manufacturing sector, which exerts positive multiplier
effects on the rest of the economy, is known to be correlated with the foreign CLI. In
Pakistan, potential output kept on growing in 2022 due to which Pakistan’s growth
performance remained up to the mark in FY2022.

However, higher overall commodity prices especially international inflation had
negative consequences for Pakistan’s economy. Inflation accelerated and the balance of
trade in goods and services deteriorated significantly. As a result, Pakistan’s
international reserves depleted and currency depreciated significantly, feeding further
into domestic inflation. The high rate of inflation eroded the real disposable income of
the population, especially of its lower income segments. Fiscal measures were taken to
protect against these income losses, which aggravated the fiscal deficit putting further
pressure on inflation.

Furthermore, foreign interest rates started rising, because of inflationary expectations
and Central banks’ intentions to raise interest rates, especially in the US and the UK. And
same was followed by other countries, especially Emerging Market and Developing
Countries.

Thus, high inflation, external imbalances, excessive fiscal deficits, and higher interest
rates may compromise Pakistan’s future short-term growth prospects.
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Box - I: Effects of Internal and External Imbalances on Prices and Economic Growth

Macroeconomic diagnostics of the economy help in assessing the state of the economy and gauge
economic performance. It further allows us to map the risks and vulnerabilities faced by the economy.
In this regard, it is important to understand:

. . . . Depressed _ oy
Internal Balance: A situation in which Oputput Y =Y
real output is at or close to its capacity A Current
or potential level and the inflation rate Account Deficit
is low and stable
Depressed @ Inflationary
g Output Pressure
[+
D; Current Current
External Balance: Current account | ¥ ‘;\‘C“‘l‘“t Account Deficit
s . . <
position that can be sustained by capital | 5 urpius Inflati
flows on terms compatible with the | & nprisl:::(:y
growth prospects of the economy g
. . c ~ Current
without resorting to restrictions on Account
trade and payments (or depletion of Surplus CA = CA*

reserves).

>

Real Domestic Demand/Output

The internal balance schedule, where Y=Y*, is upward sloping. Along this line the output gap is zero.
This zero-output gap can be attained by different combinations between real demand and the exchange
rate: higher demand would be inflationary, which can be overcome by exchange rate appreciation. The
external balance schedule, CA=CA¥*, is downward sloping. Along this line, the CA is equal to its target.
This target can be reached by different combinations between real demand and the exchange rate. Too
high demand worsens the CA, which can be compensated by exchange rate depreciation and vice versa.

Note: Y-axis: higher values = RER appreciation

Pakistan has been plagued by regular BOP crises and had to look for IMF assistance to help finance
these external imbalances. External imbalances were mainly driven by trade deficit as imports of goods
and services always remained higher than exports in magnitudes. Further, trade deficit could not be
financed by remittances and other components of the current, capital and financial accounts of the BOP.
The origins of the excessive trade balance deficits were either from external or internal sources or a
combination of both. Regarding internal imbalance, over time, it was seen that observed economic
growth exceeded the potential growth of the economy (driven by GFCF) mainly due to expansionary
fiscal and monetary policies, which made real domestic demand higher than domestic production, and
therefore economy was overheated. All these resulted in a significant increase in imports.

If a country like Pakistan is confronted with external imbalances, either its reserve assets will decline,
or its exchange rate will depreciate or a combination of both will happen. From the monetary side, too
low Net Foreign Assets (NFA) may lead to speculation and enhance currency depreciation which in turn
fuel domestic inflation.

However, in such circumstances, a country can respond only with a restrictive stance on fiscal and
monetary policies. But these restrictive monetary and fiscal policies will adversely affect the labor
market. Thus, in the long run, there is intense need to implement structural measures that generate
high potential economic growth accompanied with the necessary equilibrium stance of fiscal and
monetary policies.
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Pakistan Economic Performance FY2022

International Financial Institutions like IMF, WB, ADB, etc., appreciated various policy
measures taken by the Government to contain the pandemic and put the economy on
the path of the recovery. However, the economy started overheating on account of
significant growth in workers’ remittances translated into consumption, thus raising
aggregate demand. Further, improvement in Financial Account was not enough to offset
the current account deficit, which exerted severe pressure on the exchange rate. For July
- April FY2022, the current account deficit reached to US$ 13.8 billion against the deficit
of US$ 0.5 billion last year implying widening in the Saving-Investment Gap started
which in turn depleted foreign exchange reserves. Currently, Pakistan foreign reserves
are equal to 1.7 months of imports of goods and services.

Fig-1A: Saving - Investment Gap (US$ Billion) Fig-1B: Foreign Reserve (US$ Million)
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As far as exchange rate is concerned, during July-May FY2022, the exchange rate
depreciated significantly and was recorded at 1US$ = Rs 197.87 on June 1, 2022
compared to 1US$ = Rs 157.55 on June 30, 2021, showing 20 percent depreciation.

Aggregate Demand Analysis

For aggregate demand analysis, Nominal GDP (MP) i.e., GDP(MP) at current prices is
used. For FY2022, GDP at current market prices stands at Rs 66,950 billion showing a
growth of 20.0 percent over last year (Rs 55,796 billion). In dollar term, it remained US$
383 billion, higher than GDP observed in FY2021 (US$349 billion). Gross National
Income (GNI) is also used for measuring and tracking a nation's wealth which is
calculated by adding Net Primary Income (NPI) to GDP (MP). Although movement of GNI
and GDP (MP) follow similar pattern. However, after FY2018, significant growth was
observed in Net Primary Income (NPI) mainly due to substantial growth in workers
remittances on account of travel restrictions. During July-April FY2022, workers’
remittances posted a growth of 7.6 percent, however, NPI in rupees term posted a
growth of 13 percent compared to 43 percent growth recorded last year (Fig - 2A).
Regarding per capita income in dollar terms, there was a rebound seen in FY2021 which
continued in FY2022. In FY2022, per capita income was recorded at US$ 1,798 which
reflects an improvement in prosperity due to the fact that economic growth per person
significantly improved. (Fig - 2B).
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Fig-2A: Peformance of Economy at Fig - 2B:Per Capita Income(US $)
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Consumption: In Pakistan, household consumption is estimated on a residual basis due
to the non-availability of National Accounts on Expenditures approach. The household
consumption has a significantly large share in GDP. This implies that household
consumption remained intact even during high inflation. The higher shares households
spending fueled imports since domestic production could not meet growing consumers’
demand. Thus, bringing imported inflation.

Table - 1, presents the components of Aggregate Demand. It is worth mentioning that
final consumption expenditure of Non-Profit Institutions Serving Households (NPISH)
has been estimated for the first time. The NPISH is covered under two categories i.e.,
Non-Profit Institutions (NPIs) and Membership Organizations. The PBS conducted a
special survey namely NGOs Survey 2015-16, to assess the value-added contribution of
NPIs engaged in education, health, social work, and other activities based on the frame
provided by the Pakistan Centre for Philanthropy. In the NGOs survey. A total of 1,1781
NGOs were covered including 676 in the census part, 10,967 in the survey part and 138
international NGOs. It is usually one percent of GDP.

With regard to the household private consumption expenditures, it was observed that
even an increase in interest rate and depreciation of Pak rupee exchange rate has not
altered the consumption pattern in FY2022. This private consumption expenditures may
happen on account of an increase in workers’ remittances and cash transfer to the low
segment of society through the Ehsaas Cash Emergency Programme. Similarly, a slight
decrease in the share of the Public Consumption in GDP was observed. However, the
growth rate in Public Consumption increased to 11.3 percent during FY2022 mainly due
to increase in increase in government consumption expenditures as well as increase in
interest payments.

Table 1: Composition of Aggregate Demand (at Current Prices)-

2019-20] 2020-21] 2020-22] [ 2019-20] 2020-21] 2020-22] [ 2019-20] 2020-21] 2020-22
As percent of GDP (MP) Growth Rates (%) Point Contribution

Household Consumption 80.5 82.4 85.2 5.4 20.1 24.2 4.5 16.2 19.9
NPISH Consumption 1.0 1.0 0.9 12.2 12.1 5.3 0.1 0.1 0.1
General Government 11.8 10.9 10.1 19.0 8.9 11.3 2.0 1.0 1.2
Consumption
Total Consumption [C] 93.3 94.3 96.2 7.0 18.6 22.5 6.7 17.4 21.2
Gross Fixed Investment 13.1 12.9 13.4 3.2 15.8 24.6 0.4 2.1 3.2
Private 10.3 10.0 10.0 4.7 13.7 20.6 0.5 1.4 2.1
Public including General 2.8 3.0 3.4 (2.1) 23.4 379 (0.1) 0.7 1.1
Public
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Table 1: Composition of Aggregate Demand (at Current Prices)-

2019-20] 2020-21] 2020-22] [2019-20] 2020-21] 2020-22] [2019-20] 2020-21] 2020-22
As percent of GDP (MP) Growth Rates (%) Point Contribution

Changes in Stock + Valuables 1.7 1.7 1.7 8.5 17.4 20.0 0.1 0.3 0.3
Total Investment [I] 14.8 14.6 15.1 3.8 16.0 24.1 0.6 2.4 3.5
Exports (Goods & Services) [X] 9.3 9.1 10.5 7.5 14.3 38.7 0.7 1.3 3.5
Imports (Goods & Services) (M] 17.4 18.0 21.9 (3.1) 21.2 45.7 (0.6) 3.7 8.2
Net Exports [X-M] 6.1 (8.9 (114 (12.9) 29.1 52.9 13 @4 @7
Aggregate Demand [C+I+X] 120.3 117.4 118.2 6.6 17.9 23.9 7.9 21.1 28.2
Domestic Demand [C +I] 110.2 107.4 108.2 6.6 18.2 22.7 7.2 19.7 24.7
GDP (MP) 100 100 100 8.5 17.4 20.0 8.5 17.4 20.0

NPISH: Non-profit institutions serving households

Source: Pakistan Bureau of Statistics

Investment: It is mentionable that increase in consumer spending can increase
international trade, and businesses. This will in turn increase investment in capital
spending which may positively impact the level of domestic production of goods and
services which in turn result in economic growth. In Pakistan, the investment to GDP
ratio is stuck between 14 to 15 percent, thus placing it 133 among 151 countries for year
20211, Even in Bangladesh, the investment to GDP ratio is 30.5 percent. The contribution
of investment to real GDP is shown in (Fig - 3A).

Fig-3A: Contribution in Real GDP Fig - 3B: Real GDP Growth &
Propensity to Invest
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It is well established fact that high growth in Pakistan determined by the propensity to
investment. However, after the mid-1980s, the propensity to investment fell
dramatically. One of the implications deduced is that the Total Gross Fixed Capital
Formation (TGFCF) is not driver of economic growth. (Fig - 3B).

Thus, Pakistan remained trapped in a low-saving and low-investment situation, which
has constraint its economic potential. It is also said that the economic conditions
remained unable to attract investment both domestically and Foreign Direct Investment.
Thus, Average of Incremental Capital Output Ratio of Pakistan became much lower
compared to countries in the region. Further, low savings rate limits the volume of
investible funds. In turn, low investments make growth unsustainable. In FY2022, high
growth was due to high foreign savings (current account deficit) resulted in low
domestic and national savings. Thus, current savings and investment level is insufficient
to boost growth momentum (Fig -4)

L https://www.theglobaleconomy.com/rankings/investment_percent_of _gdp/
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Fig - 4: Investment and Saving as % of GDP (%)
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Total investment consists of Gross Fixed Capital Formation (GFCF), changes in
inventories, and net acquisition of valuables. Changes in inventories refer to the value of
physical change in the stocks of raw material, work-in-progress and finished goods held
by industries and producers of government services. However, Valuables are not used
primarily for purposes of production or consumption but are held as stores of value over
time. Valuables are expected to appreciate or at least not decline in real value, nor
deteriorate over time under normal conditions. These consist of precious metals and
stones, jewelry, works of art, etc. GFCF is defined as the net acquisition of fixed assets,
used in the production process for more than one year.

In FY2022, the Gross Fixed Capital Formation (GFCF) stood at Rs 8,992 billion against
Rs 7,217 billion in FY2021, thus, posting a growth of 24.6 percent as compared to 16
percent growth in FY2021. During the same period, the GFCF in the private sector was
estimated at Rs 6,704 billion against Rs 5,557 billion in FY2021 showing a growth of 20.6
percent. The GFCF in Public Sector remained at Rs 481 billion during FY2022 compared
to Rs 419 billion last year registering a growth of 14.9 percent. Likewise, the GFCF in the
General Government sector during FY2022 stood at Rs 1,808 billion compared to Rs
1,241billion during FY2021, posting a growth of 45.6 percent.

Private Sector GFCF: During FY2022, GFCF in Agriculture has the highest share of 27
percent in Private Sector GFCF which is almost consistent since FY2016. Within
agriculture sector, livestock share is around 20 percent. Real Estate activities is having
second-highest share of 18 percent in Private Sector GFCF as compared to 15 percent in
FY2016. The share of Manufacturing in Private Sector GFCF declined from 20 percent in
FY2016 to 16 percent in FY2022. However, within Manufacturing, the share of Large
Scale stood at 12 percent, while it was 18 percent in FY2016. The share of Transport and
Storage reached at 11 percent in FY2022 as compared to 7 percent in FY2020.

The private sector GFCF in agriculture, forestry, and fishing recorded at Rs 1,787 billion
in FY2022 compared to Rs 1,513 billion in FY2021, posting a growth of 18.1 percent on
account of an increase in imported agriculture machinery and increase in the value of
stock in the livestock. In real estate activities, private sector GFCF has registered a
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growth of 35 percent on account of higher growth of deflator. The private sector GFCF
in large scale manufacturing for FY2022 reached Rs 785 billion against Rs 761 billion
during FY2021, showing a growth of 3.1 percent. The conservative reporting of
provisional capital formation by private companies is the main reason behind this
relatively slow growth. Regarding private sector GFCF in Transportation & Storage
industry, it posted a growth of 38 percent as its value increased to Rs 751 billion in
FY2022 from Rs 545 billion in FY2021 on account of higher imports as well as domestic
sales of transportation equipment.

Public Sector Enterprises GFCF: During FY2022, the major industries showed an
increase in GFCF compared to FY2021. For instance, construction (Rs 14.0 billion against
Rs 9.8 billion due to Capital Development Authority and Lahore Development
Authority), Transportation & Storage (Rs 117.0 billion against Rs 60.8 billion due to Port
Qasim Authority, Pakistan National Shipping Corporation, and National Logistic Cell),
Information & Communication (Rs 79.0 billion against Rs 34.2 billion due to PTCL and
Ufone on machinery & equipment), and Finance & Insurance (Rs 18.8 billion against Rs
11.4 billion due to Nationalized Banks and EOBI). However, a decline was observed in
Mining & Quarrying (Rs 13.8 billion against Rs 25.3 billion due to OGDC on machinery &
equipment), Manufacturing (Rs 13.9 billion against Rs 14.4 billion due to Pak Arab
Refinery), and Electricity Gas & Water Supply (Rs 224.2 billion against Rs 262.6 billion
due to Water & Power Development Authority and companies relating to machinery &
equipment).

General Government GFCF: For FY2022, GFCF related expenditure for the Federal
Government has been recorded at Rs 566 billion compared to Rs 477 billion last year,
posting a growth of 18.5 percent. Similarly, GFCF related expenditures by Provincial
Governments were increased by 63 percent as these were recorded at Rs 1,064 billion
in FY2022 compared to Rs 654 billion last year. These were mainly related to buildings
and structures in Punjab (from Rs 254.2 to 423.7 billion), Sindh (from Rs 179.3 to 322.4
billion), KP (from Rs 154.2 to 201.3 billion) and Balochistan (from Rs 66.1 to 116.4
billion). Moreover, expenditure on GFCF incurred by District Governments also
increased to Rs 178.2 billion in FY2022 from Rs 110.4 billion in FY2021, posting growth
of 61.4 percent. Industry-wise disaggregation of GFCF of General Government suggests
that there was 48.0, 34.2 and 25.1 percent increase in Public Administration & Social
Security, Education and Human Health & Social Work, respectively during FY2022.

Net Exports: The contribution of Net Exports in aggregate demand, remained negative,
mainly due to the massive decline in imports on account of the pandemic. As per
National Accounts data, Exports of Goods and Services posted a growth of 39 percent,
while Imports of Goods and Services posted a growth of 46 percent in FY2022. Since
1972, a dramatic decline has been seen in the share of Net Exports in GDP (Fig-5A).
Usually, trade openness is frequently used to measure the importance of international
transactions relative to domestic transactions. It is defined as the ratio of exports plus
imports over GDP. Pakistan’s openness to trade improved little after 2005, but reflecting
two markedly divergent trends: import share rose and export share declined (Fig-5B).
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Fig - 5A: Share of Net Exports in GDP 40 Fig-5B: Trade Performance
2
35
0
30
-2 25
-4 20
-6 15
8 10
-10
-12 ERRE82 382833282328
TR8888388s2scs2228 STEAZSIIZIRSSRIRISNR
S0 000NN O OO0 O O O ©
v v v e v e e e NN NN NN NN
| Op Export Share e Import Share
Source: EA Wing Calculation based on PBS Data Source: EA Wing Calculation based on PBS Data

A significant increase in imports caused to decrease the share of Net exports
dramatically. However, due to a strong increase in consumption, both government and
private households, Pakistan’s economy was confronted with several BOP crises.
Moreover, the Term of Trade (TOT) declined substantially, hence the value of net export
fallen down dramatically, putting a severe limit on demand-driven growth, since the
mid-2000’s (Fig-6).
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Sectoral Growth Analysis - Production Side

Pakistan’s economy has shown a strong recovery after being depressed due to the
pandemic which resulted in lockdown. For FY2022, Real GDP (GVA at basic prices 2015-
16) posted a growth of 5.97 percent on account of 4.40 percent growth in Agriculture,
while 7.19 and 6.19 percent growth in Industry and Services respectively. This growth
is slightly above the growth of 5.74 percent recorded for FY2021.

Box - II: Rebasing of National Accounts from basic prices of 2005-06 to 2015-16

Recently, the Pakistan Bureau of Statistics has revised National Accounts at basic prices of 2015-16.

Thus, rebasing of National Accounts Series means replacing the old base year used for compiling the
constant price estimates with a new or more recent base year for computing constant price estimates

Real GDP is considered more important which is estimated with reference to some base year
considered as constant prices. While constant price data have the advantage of being additive, the
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pattern of relative prices in the base period becomes increasingly irrelevant with the passage of time.
As a result, the base period must be updated to reflect current conditions. Actually, the System of
National Accounts (SNA) is a set of internationally agreed standards for measuring economic activity.
SNA 2008 is presently in place. It is also mentionable that most of the countries, namely Bangladesh,
Hong Kong China, India Nepal, Philippines, Sri Lanka, and Thailand undertake their rebasing exercise
at a gap of 10 years.

Advantages of Rebasing

o It helps in getting the most reliable and accurate estimations of GDP (GDP). Further, estimates of
new GFCF involve broadening of the scope and coverage of macroeconomic data. Thus, the estimates
become in accordance with the System of National Accounts (SNA) standards.

e The rebasing of Pakistan's macroeconomic data is required by government, policymakers and
decision makers, researchers, and other national and international users for appropriate policies
implications

In Pakistan, prior to recent rebasing, the National Accounts of Pakistan had been estimated on current

prices until the base was set as 1959-60, which was adopted in 1962-63. The first change of base took

place in 1987 when the year 1980-81 was adopted as the base year. The next change of base was

adopted in 2003 setting the base as 1999-2000. Then in 2013, the base year was changed to 2005-06.

1980-81 1999-00 2005-06 2015-16
Rs Million Base Year | Base Year | Base Year | Base Year | Base Year | Base Year | Base Year | Base Year
1959-60 1980-81 1980-81 1999-00 1999-00 2005-06 2005-06 2015-16
Agriculture 71,699 71,399 779,692 923,609 1,457,222 1,775,346 6,749,966 7,306,957
Industry 61,495 56,013 676,369 830,865] 1,923,698| 1,616,157] 5,308,368] 5,939,635
Services 114,402 115,419] 1,465,927] 1,807,546] 3,777,607] 4,324,274] 15,343,961] 17,261,613
g?i':;t basicl 547506 247.831| 2921.988| 3562020 7.158527| 7.715.777| 27.402.295| 30,508,205
GDP at
market 277,961 278,196] 3,147,167| 3,826,112 7,623,205| 8,216,160] 29,075,633| 32,725,049
prices
Change in Key Macroeconomic Variables Ratios
Fiscal Year 2021
Indicators Base Year 2006 Base Year 2016 % Change
Real Sector

GDP Size (current) (Rs mn) 47,709,325 55,795,515 16.9

GDP Size (current) (US$ mn) 298,650 348,678 16.8

Per Capita Income (US$) 1,542 1,676 8.7

Population 2119 222.6 5.0

Indicators Fiscal Year 2021 % Change
Base Year 2006 Base Year 2016

Fiscal Sector

Total Revenue (Rs mn) 6,903,370 6,903,370

Total Revenue (% of GDP) 14.5 12.4 |1

Tax Revenue (Rs mn) 5,272,699 5,272,699

Tax Revenue (% of GDP) 11.1 9.4 |1

Total Expenditures (Rs mn) 10,306,691 10,306,691

Total Expenditures (% of GDP) 21.6 185 |1

Current Expenditures (Rs mn) 9,084,010 9,084,010

Current Expenditures (% of GDP) 19.0 163 |1

Fiscal Deficit (Rs mn) 3,403,321 3,403,321

Fiscal Deficit (% of GDP) 7.1 6.1 (!

Public Debt (Rs bn) 39,861 39,861

(% of GDP) 83.5 71.8 |1

Primary Deficit (Rs mn) 653,592 653,592

Primary Deficit (% of GDP) 1.4 1.2 |1
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Sectoral point contribution is given in Table - 2.

Table 2: Sectoral Point Contribution at Constant Prices 2015-16

2019- | 2020- | 2021- 2019- | 2020- | 2021- 2019- | 2020- | 2021-
20 21 22 20 21 22 20 21 22
As percent of GDP Growth Rates (%) Point Contribution
A. Agriculture 23.5| 23.0| 227 3.9 3.5 4.4 0.88| 0.82]| 1.01
B. Industry 18.5| 189 19.1 (5.7) 7.8 7.2 (L.1)| 1.45] 1.36
Commodity Producin
Sector ( A+3];) § 421| 419| 418 (0.6)| 54| 57 0.2)| 227 237
C. Services Sector 57.9 58.1 58.2 (1.2) 6.0 6.2 (0.7) 3.48 3.59
GDP (GVA) 100| 100( 100 (0.94)| 5.74| 5.97 (0.94)| 5.74| 5.97

Note: Figures in parenthesis indicates negative growth
Source: Pakistan Bureau of Statistics

Agricultural Sector: The agriculture sector posted growth of 4.4 percent mainly due to
6.6 percent growth in Crops and 3.3 percent growth in Livestock. The growth in crops
was recorded on account of 7.2 percent growth in Important Crops, 5.4 percent growth
in Other Crops, and 9.2 percent growth in Cotton Ginning.

The better performance of Agriculture is mainly due to 18.1 percent growth in Private
Sector GFCF in agriculture, forestry, and fishing. Further, extensive outreach of the Prime
Minister’s Agriculture Package also helped significant agriculture growth. Important
Crops has 56.2 percent share in Crops Value Addition. The growth in production of
important crops namely Cotton, Rice, Sugarcane, and Maize is estimated at 17.9, 10.7,
9.4, and 19.0 percent, respectively. The cotton crop increased from 7.1 million bales to
8.3 million bales, while Rice production increased from 8.4 million tons to 9.3 million
tons. Likewise, Sugarcane production increased from 81.0 million tons to 88.7 million
tons, while Maize production increased from 8.9 million tons to 10.6 million tons. There
was a decrease in Wheat production which decreased from 27.5 million tons to 26.4
million tons. Other crops showed growth of 5.4 percent mainly because of an increase in
the production of pulses, vegetables, fodder, oilseeds, and fruits.

Livestock sector which constitutes almost 62 percent share in agriculture, posted a
growth of 3.3 percent. The other components of agriculture, forestry and fishing posted
growth of 6.1 and 0.3 percent, respectively.

Industrial Sector: Industrial sector recorded a growth of 7.2 percent in FY2022
compared to 7.8 percent growth in FY2021.

Industrial sector performance is more dependent on the Manufacturing sector which has
a share of 65.0 percent in the industry. Within Manufacturing, Large-Scale
Manufacturing (LSM) holds 74 percent while its share in the industry is 48 percent.
However, LSM is reflected by Quantum Index Numbers (QIM) data. During July - March
FY2022, the QIM index posted a growth of 10.4 percent. Major contributors to this
growth remained Food (11.7%), Tobacco (16.7%), Textile (3.2%), Wearing Apparel
(34.0%), Wood Products (157.5%), Chemicals (7.8%), Iron & Steel Products (16.5%),
Automobiles (54.1%), Furniture (301.8%) and other manufacturing (37.8%).
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The other components of Manufacturing, Small Scale, and Slaughtering posted growth of
8.9 and 6.2 percent, respectively. Thus, Manufacturing sector posted a growth of 9.8
percent.

It is mentionable that Mining and Quarrying which has a 9.0 percent share in Industry,
posted negative growth of 4.5 percent. It is worth mentioning that during FY2022, GFCF
in Mining and Quarrying posted a growth of 13 percent, while it posted negative growth
of 5 percent in FY2021. Thus, there may be a lag effect of GFCF in this sector. It is also
reported that the decline in Mining and Quarrying growth is mainly due to a decline in
the production of other minerals such as limestone (-21.7%), marble (-3.4%), argi
(-13.4%), and shale (-21.4%) clay, phosphate (-54.6) and rock salt (-19.9%).

Similarly, Electricity, Gas and Water Supply, the other sub-sector of Industry posted a
growth of 7.9 percent. One reason being that there was 11 percent growth in Public GFCF
during FY2021 in this sector. Further, there was an increase in subsidies from Rs 366.4
billion in FY2021 to Rs 567.0 billion in FY2022.

Finally, Construction has a 13.4 percent share in Industry, while value-added in the
construction industry is mainly driven by construction-related expenditures by
industries. Construction recorded a modest growth of 3.1 percent mainly due to an
increase in general government spending. This moderate growth rate is due to an
unusual increase of 30.1 percent in relevant deflator i.e.,, WPI building material.

Services Sector: Services sector still constitutes the largest share of 58 percent in GDP
even in the new methodology used for the Change of Base of National Accounts on 2015-
16. However, in the new methodology, the services sector has been divided into Ten sub-
sectors. Sub-sectors of Services with respective shares in Services and GDP in Table - 3.

Table 3: Components of Services

Share in Share in

Services GDP
1. Wholesale & Retail Trade 32.4 18.8
2. Transport & Storage 17.8 10.4
3. Accommodation and Food Services Activities (Hotels & Restaurants) 2.4 1.4
4. Information and Communication 4.6 2.7
5. Finance and Insurance Activities 3.2 1.9
6. Real Estate Activities (OD) 9.6 5.6
7. Public Administration and Social Security (General Government) 8.0 4.6
8. Education 5.1 3.0
9. Human Health and Social Work Activities 2.7 1.5
10. Other Private Services 14.3 8.3

Source: Pakistan Bureau of Statistics

During FY2022, the services sector continued to post a significant growth of 6.2 percent
as it posted 6.0 percent growth last year.

Wholesale and Retail Trade industry posted a growth of 10.0 percent, mainly because its
value addition is dependent on the output of agriculture, manufacturing, and imports.
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The growth in trade value-added relating to agriculture, manufacturing, and imports
stood at 4.0, 9.8, and 19.9 percent, respectively.

Transportation & Storage industry posted a growth of 5.4 percent due to an increase in
railways (41.85%), air transport (26.56%), road transport (4.99%), and storage
(10.01%).

Accommodation and food services activities showed growth of 4.1 percent. The growth
of Information and communication remained at 11.9 percent due to improvements in
telecommunication, computer programming, consultancy, and related activities.

Finance and insurance industry shows an overall growth of 4.9 percent mainly due to an
increase in Financial Intermediation Services Indirectly Measured (FISIM) on deposits
and loans.

Real Estate Activities posted a growth of 3.7 percent, while public administration and
social security (General Government) activities posted a negative growth of 1.2 percent
mainly due to high deflator.

Education has witnessed a growth of 8.7 percent due to increase in public sector
expenditure. Human health and social work activities posted a growth of 2.2 percent due
to the general government GFCF. Finally, other private services posted a growth of 3.8
percent.

Way Forward

Pakistan’s economy faces several severe challenges. Inflation is running too high, the
prospects for future growth in potential output are challenging. Fiscal deficit is at alevel
where its financing is becoming challenging. Further, high trade deficit is leading to
external imbalances putting extra pressure on foreign reserves and on the exchange
rate. Economic growth seems to be slow down next year. Moreover, high uncertainties
are restricting market confidence.

In the short run, Pakistan is confronted with the challenge to finance its external finance
requirements stemming from current account deficits and foreign debt servicing.
Successful conclusion of the seventh review of Pakistan’s reform program which is
supported by an IMF Extended Fund Facility arrangement is on the right direction.

Government is very much committed to ensure the stability and confidence in the
economy. Stable fiscal policy with a higher, growth promoting path for PSDP, based on
physical and human capital development will be obligatory. Likewise, subsidies
targeted to stimulate development of innovative industries and services will be
essential. On the revenue side, growth-oriented revenue policies will be helpful.

There is intense need of creating an environment conducive for investments. Further,
the investment must be capable of considerably augmenting the share of GFCF in GDP as
well as increasing the efficiency to create additional welfare. Investors and consumers
need to be convinced of a long term sustainable and inclusive growth project that
inspires confidence in Pakistan’s economic future and that induces them to take
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initiatives in their own and in the country’s interest. Thus, well-functioning competitive
markets is required.

There is also need to continue policies which brought improvement in related sectors.
For example, Prime Minister’s Agriculture Package and related agricultural policies
remained more effective for better agriculture performance. Likewise, policies related
to energy mix and efficient energy supplies. Furthermore, there is also need of stable
legislative and political culture.

As a result of these, it is expected that potential output growth will be upgraded,
resulting in higher employment and real income growth. It will also create additional
capacity for exports and import substitution and a stable exchange rate environment.
Thus, demand management fiscal and monetary policies should on average be neutral
and play their role of cyclical stabilizers when temporary shocks create deviations from
the long-term growth path.
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Chapter 2

Agriculture

Sustainable growth of the agriculture sector stands vital for food security and rural
development in Pakistan. It is a major contributor to the employment and foreign
exchange earnings. In addition to that it provides industrial raw material, hence growth
in this sector has multiple linkages with the overall economy. It contributes 22.7 percent
to the GDP and provides employment to around 37.4 percent of the labour force,
manager of rural landscape and environmental shield in protecting and upgrading the
climate-resilient production and ecosystem. The improvement in agriculture production
systems will increase farm income, reduce consumer prices and enhance diverse food
supplies besides generating an exportable surplus. During the post COVID-19 period, the
steep rise in the price of various commodities has further enhanced the importance of
this sector, especially for the countries who are net importers of food items.

Realizing the importance of agriculture sector, the Government encourage financial
inclusion activities in the agriculture sector to adopt new approaches in order to boost
the productivity and exports, thus enhancing a rural development-driven economic
growth.

Agriculture Performance during 2021-22

During 2021-22, agriculture sector recorded a remarkable growth of 4.40 percent and
surpassed the target of 3.5 percent and last year’s growth of 3.48 percent. This growth
is mainly driven by high yields, attractive output prices and supportive government
policies, better availability of certified seeds, pesticides and agriculture credit. The crops
sector outperformed and posted a growth of 6.58 percent during 2021-22 against 5.96
percent last year. At sub sectors level, important crops, other crops and cotton ginning
depicted a significant growth of 7.24 percent, 5.44 percent and 9.19 percent,
respectively, against last year’s growth of 5.83 percent, 8.27 percent and -13.08 percent.
The growth in production of important crops namely cotton, rice, sugarcane and maize
are estimated at 17.9 percent, 10.7 percent, 9.4 percent and 19.0 percent respectively.
The cotton crop increased from 7.1 million bales reported last year to 8.3 million bales
during 2021-22; rice production increased from 8.4 million tonnes to 9.3 million tonnes;
sugarcane production increased from 81.0 million tonnes to 88.7 million tonnes; maize
production increased from 8.9 million tonnes to 10.6 million tonnes respectively, while
wheat production decreased from 27.5 million tonnes to 26.4 million tonnes. Other
crops having share of 13.86 percent in agriculture value addition and 3.14 percent in
GDP, grew by 5.44 percent on the back of increase in the production of pulses (29.82
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percent), oilseeds (24.75 percent), vegetables (11.52 percent), fruits (1.53 percent) and
fodders (0.36 percent).

Livestock having share of 61.89 percent in agriculture and 14.04 percent in GDP,
recorded a growth of 3.26 percent in 2021-22 compared to 2.38 percent during same
period last year. The fishing sector having share of 1.39 percent in agriculture value
addition and 0.32 percent in GDP, grew at 0.35 percent compared to growth of 0.73
percent in same period last year. Forestry sector having share of 2.14 percent in
agriculture value addition and 0.49 percent in GDP posted a positive growth of 6.13
percent against the negative growth of 0.45 percent last year (Table 2.1).

Table 2.1: Agriculture Growth (Base=2015-16) (%)
Sector 2016-17 2017-18 2018-19 | 2019-20 2020-21 | 2021-22 P
Agriculture 2.22 3.88 0.94 3.91 3.48 4.40
1. Crops (i+ii+iii) 1.37 4.61 -4.38 6.32 5.96 6.58
i) Important Crops 2.68 4.27 -8.59 5.24 5.83 7.24
ii) Other Crops -1.24 4.65 3.62 9.21 8.27 5.44
iii) Cotton Ginning 5.24 8.27 -11.23 -4.06 -13.08 9.19
2. Livestock 2.89 3.59 3.65 2.80 2.38 3.26
3. Forestry -2.92 2.24 7.22 3.36 -0.45 6.13
4. Fishing 1.22 1.57 0.78 0.63 0.73 0.35

P: Provisional
Source: Pakistan Bureau of Statistics

Water availability during Kharif 2021 recorded at 65.1 million acre feet (MAF) compared
to 65.1 MAF of Kharif 2020. Rabi season 2021-22 stood at 27.4 MAF, showing a decrease
of 12 percent over Rabi 2020-21. (Table 2.2).

Table 2.2: Actual Surface Water Availability (Million Acre Feet)
% increase/decrease
Period Kharif Rabi Total over the average system
usage (103.5 MAF)

Average system usage 67.1 36.4 103.5 -

2014-15 69.3 33.1 102.4 -1.1

2015-16 65.5 32.9 98.4 -4.9

2016-17 71.4 29.7 101.1 -2.3

2017-18 70.0 24.2 94.2 -9.0

2018-19 59.6 24.8 84.4 -18.5

2019-20 65.2 29.2 94.4 -8.8

2020-21 65.1 31.2 96.3 -7.0

2021-22 65.1 27.4 92.5 -10.6

Source: Indus River System Authority

I. Crop Situation

The important crops contribute 19.44 percent to value addition in agriculture sector and
4.41 percent to GDP. Other crops account for 13.86 percent in value addition of
agriculture sector and 3.14 percent in GDP. The production of important crops is given
in Table 2.3.
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Table 2.3: Production of Important Crops

(000 Tonnes)

Year Cotton Sugarcane Rice Maize Wheat
(000 bales)
2015-16 9,917 65,482 6,801 5271 25,633
2016-17 10,671 75,482 6,849 6,134 26,674
(7.6) (15.3) (0.7) (16.4) (4.1)
2017-18 11,946 83,333 7,450 5,902 25,076
(11.9) (10.4) (8.8) (-3.8) (-6.0)
2018-19 9,861 67,174 7,202 6,826 24,349
(-17.5) (-19.4) (-3.3) (15.7) (-2.9)
2019-20 9,148 66,380 7,414 7,883 25,248
(-7.2) (-1.2) (2.9) (15.5) (3.7)
2020-21 7,064 81,009 8,420 8,940 27,464
(-22.8) (22.0) (13.6) (13.4) (8.8)
2021-22(P) 8,329 88,651 9,323 10,635 26,394
(17.9) (9.4) (10.7) (19.0) (-3.9)
P: Provisional Note: Figures in parentheses are growth/decline rates
Source: Pakistan Bureau of Statistics
a) Important Crops
i) Cotton
Pakistan is 5% largest producer of cotton in . .
the world. Export of cotton and textile Fig-2.1: Cotton Production
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products have a share of around 60 percent 11946
in overall exports of the country. It
contributes around 0.6 percent to GDP and 9148 4329

2.4 percent of the value added
agriculture. Over the last decade or so, area
under cotton cultivation has been declined
and replaced by its competing crops like
sugarcane, maize, potato and rice. During
2021-22, the cropped area declined to
1,937 thousand hectares (6.8 percent)
against last year’s 2,079 thousand hectares.

Cotton production increased to 8.329
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million bales (17.9 percent) against last year’s 7.064 million bales. (Table 2.4 and Figure
2.1). Despite decline in area sown, cotton production increased due to improved yield. The
improvement in cotton yield was attributed to conducive weather conditions, smooth input
supplies, better crop management practices and favorable cotton prices in international and
domestic market.

Table 2.4: Area, Production and Yield of Cotton

Year Area Production Yield

(000 Hectare) % Change (000 Bales) % Change (Kgs/Hec) % Change
2017-18 2,700 - 11,946 - 753 -
2018-19 2,373 -12.1 9,861 -17.5 707 -6.1
2019-20 2,517 6.1 9,148 -7.2 618 -12.6
2020-21 2,079 -17.4 7,064 -22.8 578 -6.5
2021-22(P) 1,937 -6.8 8,329 179 731 26.5

P: Provisional

Source: Pakistan Bureau of Statistics
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ii) Sugarcane

Sugarcane is of great significance for
sugar related industries and 2nd largest
agro-based industry after textile. Its
production accounts for 3.7 percent in
agriculture’s value addition and 0.8
percent in GDP. During 2021-22,
sugarcane was cropped on 1,260
thousand hectares recorded an increase of
8.2 percent compared to last year’s sown
area of 1,165 thousand hectares. A
bumper sugarcane crop production
recorded at 88.651 million tonnes during
2021-22, up by 9.4 percent over last year
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Fig 2.2: Sugarcane Production
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(81.009 million tonnes). The higher domestic sugar price and better sugarcane
procurement price incentivized growers to dedicate more area to sugarcane, favourable
weather conditions, better management and timely availability of quality inputs. The
area, production, and yield of sugarcane during the last five years are given in Table 2.5

and Figure 2.2.

Table 2.5: Area, Production and Yield of Sugarcane

hybrid types. It contributes 2.4 percent of
value added in agriculture and 0.5 percent
in GDP. During 2021-22, the crop was

3000 -
2000 A

1000 -

Year Area Production Yield
000 Hectare) | 9% Change (000 Tonnes) % Change (Kgs/Hec.) % Change
( g g g
2017-18 1,342 - 83,333 - 62,096 -
2018-19 1,102 -17.9 67,174 -19.4 60,956 -1.8
2019-20 1,040 -5.6 66,380 -1.2 63,841 4.7
2020-21 1,165 12.0 81,009 22.0 69,534 8.9
2021-22(P) 1,260 8.2 88,651 9.4 70,341 1.2
P: Provisional
Source: Pakistan Bureau of Statistics
iii) Rice
Rice is an important cash crop and after Fie 2.3: Rice Producti
wheat and it is 2nd major staple food item 1g 2.3: Rice Froduction
. . ; 9323
consumed in the country. Its production 10000 8420
. . . 9000 -
comprises of 34 percent of basmati (fine) soo0 | 7450 p0p 7414
types and 66 percent of coarse types. 000 -
During the last few years, production of T o000 |
coarse types is increasing as the farmers | § so00 |
are bringing more areas under coarse | g 4000

sown on 3,537 thousand hectares,
showing an increase of 6.1 percent as

2017-18 2018-19 2019-20 2020-21 2021-22 ®)

against 3,335 thousand hectares last year. The record high output of rice stood at 9.323
million tonnes during 2021-22, higher by 10.7 percent than last year’s production of
8.420 million tonnes. From the last couple of years, area under rice cultivation is
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witnessing rising trend. As domestic rice production exceeds domestic annual
requirement, the country often has exportable surplus. The area, production, and yield
of rice during the last five years are shown in Table 2.6 and Figure 2.3.

Table 2.6: Area, Production and Yield of Rice

Year Area Production Yield

(000 Hectare) % Change (000 Tonnes) % Change (Kgs/Hec.) % Change
2017-18 2,901 - 7,450 - 2,568 -
2018-19 2,810 -3.1 7,202 -3.3 2,563 -0.2
2019-20 3,034 8.0 7,414 2.9 2,444 -4.6
2020-21 3,335 9.9 8,420 13.6 2,525 3.3
2020-22(P) 3,537 6.1 9,323 10.7 2,635 4.4

P: Provisional
Source: Pakistan Bureau of Statistics

iv) Wheat

Wheat is the staple crop and it ensures food
security of the country. Wheat is cultivated
over 22 million acres and accounts for 7.8
percent of the value added in agriculture and 27000 1
1.8 percent of GDP. Self-sufficiency in wheat 26500 | 26394
has been an objective of every Government and
thus always challenges for the agriculture
experts and policy makers. Wheat is a strategic
crop and any shortfall in its production can
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Fig 2.4: Wheat Production

28000 1 27464

27500 A

26000 A

25500 { 25076 25248

(000 Tonnes)

thousand hectares (2.1 percent) against last year’s of 9,168 thousand hectares. The production
of wheat declined to 26.394 million tonnes (3.9 percent) compared to 27.464 million tonnes
production of last year. Wheat production declined due to decline in area sown, shortfall in
irrigation water and drought conditions at sowing, less fertilizers offtake and heat wave in
March/April, though the government has increased Minimum Support Price to Rs 2200/40 kg
this year is aligned to the cost of production. The wheat production position over the last
five years is given in Table 2.7 and Figure 2.4.

Table 2.7: Area, Production and Yield of Wheat

Year Area Production Yield

(000 Hectares) % Change (000 Tonnes) % Change (Kgs /Hec.) % Change
2017-18 8,797 - 25,076 - 2,851 -
2018-19 8,678 -1.4 24,349 -2.9 2,806 -1.6
2019-20 8,805 1.5 25,248 3.7 2,868 2.2
2020-21 9,168 4.1 27,464 8.8 2,996 45
2021-22(P) 8,976 -2.1 26,394 -3.9 2,940 -1.9

P: Provisional
Source: Pakistan Bureau of Statistics
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Box-1: Impacts of the Conflict between the Russia-Ukraine on Food and Agriculture Markets in
Pakistan

Pakistan imports significant amounts of wheat, pulses, and oilseeds from the Russia and Ukraine. Last
year, imports from Russia and Ukraine contributed for 77.3 percent of total wheat imports, 19.3 percent
of total pulses imports, and 10.4 percent of total oilseed imports into the country. Moreover, although
Pakistan is not primarily dependent on these two countries for fertilizers and fossil fuels, it is likely to
bear the brunt of rising international prices for fertilizers and energy.

Due to high fertilizer prices and drought in some parts of the country, Pakistan has missed its wheat
production target of 28.90 million metric tons (MMT) for 2021-22 season. Therefore, Pakistan will most
likely need to import 3.0 MMT of wheat in the next few months. Wheat prices were already rising to
historic levels, but with the ongoing conflict between the Russia and Ukraine, international wheat prices
are now at their highest level in the last few decades. The increased cost of production domestically,
due to increased fertilizer and energy prices, are expected to raise the price of wheat in the Pakistani
market.

Cooking oil and ghee are also essential food commodities in Pakistan. The country's annual requirement
for edible oil is around 4.1 MMT. In 2021, Pakistan produced only 11 percent of edible oil required for
domestic consumption, and the rest of 89 percent was imported. Since the beginning of the conflict, the
price of cooking oil in Pakistan has increased by 14.2 percent, and that of vegetable ghee has risen by
15.8 percent in just six weeks. This increasing trend is likely to persist as the international edible oils
market may experience a considerable shortfall due to the conflict.

Source: Food and Agriculture Organization of the United Nations, Pakistan

v) Maize

During 2021-22, maize crop was sown on
area of 1,653 thousand hectares and
recorded increase of 16.6 percent over 12000 1
last year’s cultivated area of 1,418
thousand hectares. Maize crop output

recorded at 10.635 million tonnes 8000 - 6826 Zees
witnessing significant growth of 19.0 5902

percent over 8.940 million tonnes last 60007
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varieties, favourable weather conditions
and better economic returns. Last five years production position maize is presented in
Table 2.8 and Figure 2.5.
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Table 2.8: Area, Production and Yield of Maize

Year Area Production Yield

(000 Hectares) % Change [ (000 Tonnes) | % Change (Kgs /Hec.) % Change
2017-18 1,251 - 5,902 - 4,718 -
2018-19 1,374 9.8 6,826 15.7 4,968 5.3
2019-20 1,404 2.2 7,883 15.5 5,614 13.0
2020-21 1,418 1.0 8,940 13.4 6,305 12.3
2021-22 (P) 1,653 16.6 10,635 19.0 6,436 2.1

P: Provisional
Source: Pakistan Bureau of Statistics
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b) Other Crops

During 2021-22, gram production grew by 36.3 percent and reached to 319 thousand
tonnes on account of availability of certified seeds and favourable weather conditions
compared to last year. The production of rapeseed & mustard increased by 26.7 percent
while production of Jowar and Bajra witnessed a decrease of 33.3 percent and 15.0
percent, respectively, due to decline in area under cultivation. The production of Barley
and Tobacco remained at the last year’s production level. The area and production of
other crops is given in Table 2.9.

Table 2.9: Area and Production of Other Kharif and Rabi Crops

Crops 2020-21 2021-22(P) % Change in
Area Production Area Production | production over
(000 Hectares) | (000 Tonnes) | (000 Hectares) | (000 Tonnes) Last year
Bajra 350 266 227 226 -15.0
Jowar 126 96 77 64 -33.3
Gram 883 234 867 319 36.3
Barley 42 42 39 42 -
Rapeseed & Mustard 224 296 277 375 26.7
Tobacco 55 168 55 168 -

P: Provisional
Source: Pakistan Bureau of Statistics

During 2021-22, the production of chillies, potato and moong increased by 36.6 percent,
35.1 percent and 29.0 percent, respectively, as compared to same period of last year.
However, the production of mash and onion declined by 11.6 percent and 8.5 percent,
respectively, while production of masoor remained same over last year. The area and
production of other crops is given in Table 2.10.

Table 2.10: Area and Production of Other Crops

Crops 2020-21 2021-22(P) % Change in
Area Production Area Production production
(000 Hectares) (000 Tonnes) (000 Hectares) (000 Tonnes) over Last year
Masoor 6.9 4.1 5.8 4.1 -
Moong 231.1 204.5 301.8 263.8 29.0
Mash 11.0 6.9 8.0 6.1 -11.6
Potato 234.3 5,873.0 313.8 7,937.1 351
Onion 153.8 2,305.7 141.0 2,108.8 -8.5
Chillies 46.8 105.4 58.1 144.0 36.6

P: Provisional
Source: Pakistan Bureau of Statistics

i) Oilseeds

During FY2022 (July-March), 2.754 million tonnes of edible oil/oil from oilseed for
crushing total value Rs 662.657 billion (US$ 3.681 billion) was imported. Local
production of edible oil during this period is provisionally estimated at 0.460 million
tonnes. Total availability of edible oil during this period is estimated at 3.214 million
tonnes. The area and production of oilseed crops is given in Table 2.11.
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Table 2.11: Area and Production of Major Oilseed Crops (000 Tonnes)
Crops 2020-21 2021-22 (July-March) (P)

Area Production Area Production

(000 Acres) Seed 0il (000 Acres) Seed 0il

Cottonseed 5,137 1,782 214 4,740 2,126 255
Rapeseed & Mustard 608 338 108 692 377 121
Sunflower 151 87 33 253 141 54
Canola 77 49 19 124 79 30
Total 5,073 2,256 374 5,809 2,723 460

P: Provisional
Source: Pakistan Oilseed Development Board (PODB), Pakistan Bureau of Statistics

For promotion of oilseed crops, Ministry of National Food Security & Research (M/o
NFS&R) is executing a mega project “National Oilseed Enhancement Programme” with a
total cost of Rs 10.964 billion under the National Agriculture Emergency Programme.
Subsidy of Rs 5,000 per acre for seed/inputs for canola, sunflower and sesame and 50
percent on purchase of oilseed machineries is being provided to oilseed growers.

II. Farm Inputs
i) Fertilizer

Pakistan meets around 86 percent of its fertilizer requirement through domestic
production while remaining 14 percent through imports.

The domestic production of fertilizers during FY2022 (July-March) increased by 1.9
percent over the same period of last year. This increase in domestic production of
fertilizer is mainly due to running of two LNG based plants FatimaFert and Agritech
Limited from September 2021 to March 2022. Although the import of fertilizer
decreased by 6.2 percent, however the total availability of fertilizer slightly increased by
0.5 percent. There was decrease in total offtake of fertilizer nutrients by 3.6 percent.
Nitrogen offtake witnessed slightly upward movement by 0.02 percent while Phosphate
offtake decreased by 14.3 percent. However, Potash offtake increased by 10.7 percent
during FY2022 (July-March). Major reasons for negative growth in Phosphate use is its
high prices in international market and accordingly in domestic market. Price of urea
increased by 10.4 percent, while that of DAP increased by 88.7 percent. Federal
Government announced subsidy of Rs 1,000 per bag of DAP to compensate farming
community.

Total availability of urea during Kharif 2021 was 3,404 thousand tonnes, comprising of
298 thousand tonnes of opening inventory and 3,106 thousand tonnes of domestic
production (Table 2.12). Urea offtake was about 3,258 thousand tonnes, leaving
inventory of 116 thousand tonnes for Rabi 2021-22. Availability of DAP was 1,232
thousand tonnes, comprising of 55 thousand tonnes of opening inventory, 733 thousand
tonnes of imported supplies and 444 thousand tonnes of local production. DAP offtake
was 889 thousand tonnes leaving an inventory of 353 thousand tonnes for the upcoming
Rabi 2021-22.

Rabi 2021-22 started with an opening balance of 116 thousand tonnes of urea (Table
2.12). Domestic production during Rabi 2021-22 was estimated at 3,272 thousand
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tonnes. A quantity of 100 thousand tonnes arrived through import from China. Urea
offtake during Rabi 2021-22 is projected around 3,195 thousand tonnes, against 3,489
thousand tonnes of total availability, leaving a closing balance of 294 thousand tonnes
for upcoming season. DAP availability during Rabi 2021-22 is estimated about 1,181
thousand tonnes, which includes 353 thousand tonnes of opening inventory, 385
thousand tonnes of imported supplies and domestic production of 443 thousand tonnes.
Offtake of DAP during Rabi season stood at 933 thousand tonnes, leaving a balance of
255 thousand tonnes for next season.

The total availability of urea during Kharif 2022 will be about 3,508 thousand tonnes,
comprising of 294 thousand tonnes of opening balance and 3,214 thousand tonnes of
domestic production (Table 2.12). Urea offtake is expected to be around 3,364 thousand
tonnes, leaving a balance of 144 thousand tonnes. The total availability of DAP will be
705 thousand tonnes against expected offtake of 907 thousand tonnes. Supply and
demand gap will be filled through imported supplies by the private sector.

Table 2.12: Fertilizer Supply Demand Situation (000 Tonnes)
Description Kharif (Apr-Sep) 2021 Rabi (Oct-Mar) 2021-22 Kharif (Apr-Sep) 2022
Urea DAP Urea DAP Urea DAP

Opening Stock 298 55 116 353 294 255
Imported Supplies 0 733 100 385 0 30
Domestic Production 3,106 444 3,272 443 3,214 420
Total Availability 3,404 1,232 3,489 1,181 3,508 705
Offtake/Demand 3,258 889 3,195 933 3,364* 907
Write on/off -29.8 9 0 7 0 0
Closing Stock 116 353 294 255 144 -202

*: Offtake projections are based on demand received from Punjab province and three-year average offtake for
rest of the provinces.
Source: National Fertilizer Development Centre

ii) Improved Seed

Seed is basic input for agriculture sector and has imperative role in enhancing
agriculture productivity, food security and poverty alleviation. Certified seed is the
starting point to a successful crop as well as an important risk management tool.
Production of certified seed is carefully controlled under a quality assurance and
regulation system right from the very beginning. Seed certification is a legally sanctioned
system for quality control of seed multiplication and production. The purpose of seed
certification is to maintain and make available to the public, through certification, high
quality seeds and propagating materials of notified and registered varieties. It has been
reckoned that countries round the world have focused on use of certified seed for
enhancing agriculture productivity owning to its better profitability coupled with
application of internationally acceptable quality parameters.

Seed Sector Achievements
1. International Collaboration

For seed sector development in Pakistan, Federal Seed Certification & Research
Department (FSC&RD) International Cooperation section was in the process of
deliberations during 2021-22 (July-March) through different cooperation proposals
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with the following countries and international organizations; D-8, SAARC, FAO, ECO,
Turkey, Netherlands, Germany, UK, Middle east, Azerbaijan, USA, Japan, Russia, Korea,
China and Turkmenistan.

2. Distinctness, Uniformity and Stability (DUS) Examination

A total of about 149 new candidate lines of Oilseeds, Vegetables, Pulses, Fruits, Paddy,
Fodder & Forage, Medicinal plant, Maize, Wheat & Cotton have been examined for DUS
trials during the subject period. DUS examination is under progress.

3. Track and Traceability of Certified Seed

FSC&RD collected traceability data from majority of seed companies which revealed that
total wheat seed availability was 638,000 MT (before processing out of which companies
processed 520,000 MT and 947,855 certified seed tags were issued for 474,000 MT after
testing by FSC&RD. A total of 338,464 MT of certified seed was supplied by the seed
companies to seed dealers depending on market demand and 206,680 MT of certified
seed was sold to farmers i.e., 31 percent of total seed availability and 19 percent of total
seed requirement (1,075,562 MT). This showed that certified seed replacement was 19
percent out of which 160,715 MT of new rust tolerant varieties have been given to
farmers (i.e., 15 percent certified seed replacement of new varieties).

The area, seed requirement and seed availability during FY2022 (July-March), are given
in Table 2.13.

Table 2.13: Area, Seed Requirement and Seed Availability (Metric Tonnes)

Crop Sowing Total Seed Seed Availability
Area* Requirement Public Private Imported | Total **
(000 Ha)

Wheat 9,210 1,137,435 76,309 561,300 0 637,609
Cotton 2,330 39,940 425 28,712 0 29,137
Paddy 3,070 44,148 965 40,037 4,145 45,167
Maize 1,331 32,868 88 2,494 15,615 18,198
Pulses 1,185 42,674 379 3,980 0 4,359
Oilseeds 830 10,790 2 1,031 467 1,500
Vegetables 280 8,400 0 1,058 2,828 3,886
Fodders 2,038 61,140 0 5,961 19,028 24,999
Potato 166 415,000 0 0 13,400 13,400
Total 20,440 1,792,396 78,169 644,572 55,483 778,225

*: Targeted area has been decided by the Federal Committee on Agriculture (FCA), M /o NFS&R.
**: The seed availability figures (excluding wheat) are provisional
Source: Federal Seed Certification & Registration Department, M/o NFS&R

iii) Farm Mechanization

Farm mechanization is an important element to accelerate agriculture productivity.
Main constraint in increasing agriculture productivity includes non-availability of
quality tractors and agricultural machinery in the appropriate time of need at affordable
prices. The Federal Government continued the relief package that allowed on supply of
imported farm machinery and equipment at reduced tariff (Custom Duty 0-2 percent
and GST 05 percent) to encourage mechanized farming in the country.
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The domestic tractor industry has played a significant role in fulfilling the requirements
of tractors. The number of operational tractors in the country is around 670,000
resulting in availability of around 0.09 horsepower (HP) per acre against the required
power of 1.4 HP per acre. During 2021-22 (July-March), total tractor production reached
to 41,871 compared to 36,900 produced last year, a 13.5 percent higher than same
period last year. The prices and production of locally manufactured tractors are given in
Table 2.14.

Table 2.14: Prices and Production of Locally Manufactured Tractors 2021-22 (July-March)

Tractors Model - Base Price Total Price Actual Actual Sale
Horse Power (HP) Excluding Including Production (in Nos.)
GST (Rs) GST@ 5% (Rs) (in Nos.)
M/s Al-Ghazi Tractors Limited
NH-480-S (55 HP) 1,170,000 1,228,500 3,720 3,725
NH-480 Power Plus (55 HP) 1,221,500 1,282,575 2,160 2,164
Ghazi (65 HP) 1,352,000 1,4,19,600 6,495 6,303
640 (75 HP) 1,733,000 1,819,650 3,208 3,078
Dabung (85 HP) 1,790,000 1,879,500 486 432
NH-70-56 4WD (85 HP) 2,355,000 2,472,750 36 35
Total 16,105 15,737
M/s Millat Tractors Limited
MF-240 (50 HP) 1,192,000 1,251,600 5,318 5,346
MF-350 P.S (50 HP) 1,380,000 1,449,000 08 0
MF-260 (60 HP) 1,378,000 1,446,900 4,389 4,387
MF-360 P.S (60 HP) 1,455,000 1,527,750 307 329
MF-375 (85 HP) 1,787,000 1,876,350 1,259 1,279
MF-385 (85 HP) 1,860,000 1,953,000 13,692 13,739
MF-375 4WD (75 HP) 2,320,000 2,436,000 153 142
MF-385 4WD (85 HP) 2,410,000 2,530,000 625 644
Total 25,766 25,866
Grand Total 41,871 41,603

Source: Tractor Manufacturers, Federal Water Management Cell

iv) Irrigation

During the monsoon season (July-September) 2021, rainfall recorded at 125.0 mm
showing a decline of 11.3 percent against the normal average rainfall of 140.9 mm.
During post-monsoon season (October-December) 2021, rainfall stood at 23.5 mm
against the normal average rainfall of 26.4, showing a decrease of 11.2 percent. During
winter season (January-March) 2022, rainfall recorded at 72.7 mm against the normal
average rainfall of 74.3 mm, showing a decrease of 2.2 percent. Rainfall recorded during
the reference period is given in Table 2.15.

Table 2.15: Pakistan’s Rainfall* Recorded During 2021-22 (in Millimetres)
Monsoon Rainfall Post Monsoon Rainfall Winter Rainfall
(Jul-Sep) 2021 (Oct-Dec) 2021 (Jan-Mar) 2022
Normal** 140.9 26.4 74.3
Actual 125.0 23.5 72.7
Shortage (-)/excess (+) -15.9 -2.9 -1.6
% Shortage (-)/excess (+) -11.3 -11.2 -2.2
*: Area Weighted **: Normal/Long Period Average of 1961-2010

Source: Pakistan Meteorological Department
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Canal head withdrawals decreased by 0.05 percent during Kharif (April-September)
2021 and reached to 65.08 MAF compared to 65.11 MAF during the same season last
year. During Rabi (October-March) 2021-22, it recorded a decline of 12 percent to 27.42
MAF compared to 31.21 MAF during the same season last year. The province-wise
details are shown in Table 2.16.

Table 2.16: Canal Head Withdrawals (Below Rim Stations) (Million Acre Feet)

Province Kharif Kharif % Change in Rabi Rabi % Change in
(Apr-Sep) | (Apr-Sep) | Kharif 2021 | (Oct-Mar) | (Oct-Mar) | Rabi 2021-22

2020 2021 Over 2020 | 2020-21 | 2021-22 |Over 2020-21

Punjab 33.44 33.13 -1 17.42 14.65 -16
Sindh 28.80 28.96 1 12.01 11.08 -8
Balochistan 2.02 1.94 -4 1.22 1.00 -18
Khyber Pakhtunkhwa 0.85 1.05 23 0.57 0.70 23
Total 65.11 65.08 -0.05 31.21 27.42 -12

Source: Indus River System Authority

Pakistan has been blessed with a bounty of water resources. During its course, the Indus
River and its Tributaries irrigates 48 million acres of land through one of the world
largest contiguous Indus Basin Irrigation System having average annual withdrawal of
101 MAF water. It is estimated that approximately 50 MAF groundwater is pumped
through 1.2 million tubewells. Water is essential to meet the food need for country's
growing population. Rising population, reservoir sedimentation, dwindling river
supplies and climate change impacts have put Pakistan’s limited water resources under
immense stress. The country is facing severe water stress gradually morphing into water
scarcity.

The Government’s existing strategy of “Integrated Water Resources Management”
recognizes the need to introduce appropriate policy measures, institutional reforms, and
knowledge-based interventions to make water infrastructure and management system
more efficient and sustainable. Main targets for 2018-30 under National Water Policy
(2018) are; 33 percent reduction in the 46 MAF river flows lost in conveyance through
watercourses lining, live storage capacity enhancement of 10 MAF, 20 percent increase
in water use efficiency through modern irrigation techniques, refurbishment of
irrigation infrastructure, real-time monitoring of water distribution for transparent
water accounting and development of unified authentic database to have reliable water
resources assessment.

During FY2022, an amount of Rs 90.312 billion (10 percent of total PSDP) were allocated
for 91 water sector’s development projects/studies (including Mohmand Dam Rs 15
billion, Diamer Basha Dam Rs 8 billion, Diamer Basha Land acquisition Rs 7 billion and
Kachhi Canal 12 billion). Out of this, Rs 57.544 billion have been released till 31st March,
2022 against which utilization is Rs 47.618 billion.

Key Achievement during FY2022

® Despite the continuing impacts of COVID-19, construction activities remained in
progress on both national importance mega projects i.e., Diamer-Basha Dam and
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Mohmand Dam projects. On completion, these dams will greatly mitigate water and
power shortages in the country.

Kachhi Canal (Phase-I) with 72,000 CCA in Balochistan remained operational. 55,000
of this command area has been developed.

Work on Kachhi Canal Phase-I (Remaining works) having additional 30,000 acres
CCA remained in full swing.

Rainee Canal Phase-I has been completed and handed over to Irrigation Department,
Government of Sindh.

Initiation of about 30 new schemes of small dams/recharge/check having cost about
Rs 28.60 billion with an allocation of Rs 2.74 billion in Balochistan.

Works on Kurram Tangi Dam Phase-I (Kaitu Weir Diversion and allied works)
remained in progress in North Waziristan. The project is planned to be completed in
next financial year.

Detailed engineering design of Chashma Right Bank Canal (Lift-cum-Gravity) Project
completed, and PC-I submitted by MoWR is under approval process.

Upon approval of PC-II, Expression of Interests were published for hiring of
Consultants for Detailed engineering design of Kurram Tangi Dam Phase-II.

Under Karachi Transformation Plan (Storm Water Drain Projects), Restoration &
Revamping of Mehmoodabad Nullah was completed, while Restoration & Revamping
of Gujjar Nullah & Orangi Nullah remained in progress.

PC-I for Greater Karachi Bulk Water Supply Scheme K-IV approved by ECNEC on
31.01.2022.

Under Southern Balochistan Package, approval of 17 water sector projects
including Sunni Gar, Panjgur, Gish Kaur, Awaran & Shehznek dams and one umbrella
PC-II covering 10 feasibility studies has been accorded.

Under Sindh Package Feasibility study, detailed engineering design, Tender
documents & PC-I of Jacobabad, Shikarpur & Kashmore drainage projects, Feasibility
for construction of Drainage network in Taulka Ubauro, Daharki, Khangar, Mirpur
Mathelo of District Ghotki and construction of small Storage Dams, Delay Action
Dams, Recharge Weirs and 1.5.S.0 barriers have been initiated.

Revised PC-I of Naulong Multipurpose Dam Project (Jhal Magsi, Balochistan)
amounting to Rs 39.9 billion recommended to ECNEC by CDWP.

Consultants for detailed engineering design of Hingol Dam Project having 65,000
acres CCA in Lasbela, Balochistan under finalization.

Contractor re-mobilized at Nai Gaj Dam site and re-commenced the suspended
works.

Due to gradual decrease in the surface water inflow at Rim stations, water
availability at canal head for Kharif season 2021-22 remained 67.14 MAF compared
to 68.04 MAF in Kharif season 2020-21.

In Balochistan, Sindh, Punjab and Khyber Pakhtunkhwa construction of
medium/small/delay action dams and recharge dams remained in progress in
FY2022. Province-wise detail is as under:
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a) Punjab Ghabir & Papin dams.

b) Sindh Darawat & Nai Gaj Dams, Small dams in Kohistan, Thar &
Nagarparkar.

C) KP Kurram Tangi, Kundal, Sanam, Baran dams & 20 small dams in
Nowshera, Karak, Swabi, Hangu, Haripur & Kohat districts.

d) Balochistan Naulong, Garuk, Basool, Batozai, Mangi, Mara Tangi Dams and

construction of 100 small dams (Package-II, III and IV).

Physical progress of major on-going projects is given Table 2.17.

Table 2.17: Major Water Sector Projects under Implementation

Project Location | App. cost Live Irrigated Area Status
(Rs million) Storage
Basha Dam Khyber 479,686 6.40 | 1.23 Million Acres | ECNEC approved Dam part of the
(Dam Part Pakhtunkhwa MAF project on 14-11-2018 (out of Rs
only) & Gilgit 479 billion Rs 237 billion will be
Baltistan federal grant, Rs 144 billion
commercial financing, Rs 98
billion WAPDA equity).
Physical progress is 7.47 percent.
Financial progress is 12 percent.
Kachhi Canal Balochistan 80,352 - 72,000 Acres | Phase-I completed. Out of
(Phase-I) 102,000 acres CCA about 55,000
acres developed in Dera Bugti,
Balochistan.
Nai Gaj Dam Dadu, Sindh 46,980 | 160,000 28,800 Acres | 52 percent physical works
(Acre (4.2 MW | completed
Feet) Power Gen.)
Kurram Tangi | Khyber 21,059 0.90 16,400 Acre | 70 percent physical works
Dam (Phase- Pakhtunkhwa MAF (18.9 MW Power | completed.
I, Kaitu Weir) Gen.)
Naulong Dam | Jhal Magsi, 39,900 0.20 47,000 Acres | Feasibility & Detailed
Balochistan MAF (4.4 MW | engineering design completed.
Power Gen.) | Updated 2nd revised PC-1 under
approval from ECNEC.
Mohmand Dam | Mohmand 114,285 0.676 16,737 Acres | Phase-I ECNEC approved on 30-
Hydropower District of (dam part) MAF 06-2018 at a Total cost of Rs
Project Khyber cost 309.558 billion (dam part+
(800 MW) Pakhtunkhwa power generation cost).
Physical progress is 16.73
percent.
Financial progress is 16 percent.
Darawat Dam | Jamshoro, 9,300 89,192 25,000 Acres | Physically completed.
Sindh (Acre CAD to be expedited by Govt of
Feet) Sindh.
Hingol Dam Lasbela, - 0.816 65,000 Acres | Feasibility study completed.
Balochistan (MAF) (1.37 MW Powe] Detailed engineering design
Gen.| commenced.
Murunj Dam ll}ilnajzgur’ i 0.60 120,000 Acres | Feasibility study, detailed
' (MAF) | (12 MW Power Gen.| engineering design in progress.
Thatta -
. . ’ 1.80 Feasibility study near
Sindh Barrage | Sindh. i (MAF) i completion by WAPDA.

Source: Ministry of Planning, Development & Special Initiatives
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Packages Announced by Federal Government

Key Initiative Activity/action conducted Results Achieved Flnan?lal
Expenditure
Karachi Transformation Plan Approval and releases of Rs 34,505.738 | > Restoration & Rs 8 billion
(Storm Water Drain Projects) million to 4 projects namely revamping of have been
i)  Restoration & revamping of Mehmoodabad expended till
Mehmoodabad Nullah and its Nullah and its 28t Feb. as
Tributaries Tributaries have |reported by
ii) Restoration & revamping of Gujjar been completed | Sponsors.
Nullah » Restoration &
iii) Restoration & revamping of Orangi revamping of
Nullah Gujjar Nullah &
iv) Restoration & revamping of Liyari & Orangi Nullah are
Malir Rivers with associated being
Tributaries implemented
Karachi Transformation Plan Approval of Revised PC-1 Projects is under |3 percent

(K-4 Greater Water Supply
Scheme)

implementation

funds released
till 2nd quarter
as reported by
sponsors

Southern Balochistan Package

Approval of 17 water sector projects
including Sunni Gar, Panjgur, Gish Kaur,
Awaran & Shehzenic dams and one
umbrella PC-II covering 10 feasibility
studies.

Total approved projects under SBDP: 27
New Projects: 10

On-going projects: 7

Feasibility studies: 10

New Projects are at
tendering phase

Sindh Package

(i) Nai Gaj Dam project, ii)
Feasibility Study, Detailed
Engineering Design, Tender
Documents & PC-I of Jacobabad,
Shikarpur & Kashmore Drainage
projects, iii) Feasibility for
construction of Drainage
network in Taulka Ubauro,
Daharki, Khangar, Mirpur
Mathelo of District Ghotki iv)
Construction of Small Storage
Dams, Delay Action Dams,
Recharge Weirs and 1.5.5.0
barriers in Sindh

Approval of projects under Sindh
Package

Projects are under
implementation

Source: Ministry of Planning, Development & Special Initiatives

iv) Agricultural Credit

SBP has allocated the indicative agriculture credit disbursement targets of Rs 1,700
billion for FY2022 which is 24.5 percent higher than last year’s disbursement of Rs
1,366.0 billion. Currently, 50 formal financial institutions are providing agriculture loans
to the farming community, which include 5 major commercial banks, 14 medium-sized
domestic private banks, 5 Islamic banks, 2 specialized banks (ZTBL & PPCBL), 11
microfinance banks besides 13 Microfinance Institutions/Rural Support Programmes

(MFIs/RSPs).
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During FY2022 (July-March), banks have disbursed Rs 958.3 billion which is 56.4
percent of the overall annual target and 0.5 percent higher than the disbursement of Rs
953.7 billion made during the same period last year. Further, the outstanding portfolio
of agricultural loans has increased by Rs 30.9 billion i.e., from Rs 601.8 billion to Rs 632.7
billion at end March 2022 as compared to same period last year. In terms of outreach,
the number of outstanding borrowers has reached to 3.2 million in March 2022. The
comparative disbursements of agriculture lending banks/institutions against their
annual indicative targets during FY2022 (July-March) are given in Table 2.18

Table 2.18: Supply of Agriculture Credit by Institutions Rs billion)
Banks Target | FY2021 (July-March) | Target | FY2022 (July-March) %
FY2021 | Disbursed | Achieved | FY2022 | Disbursed | Achieved | Change
(%) (%) over the
Period
Major Commercial
Banks (5) 800 554.2 69.3 900 525.7 58.4 -5.1
ZTBL 105 56.5 53.8 105 47.0 44.8 -16.8
PPCBL 13 5.2 39.8 13 4.8 36.9 -7.3
DPBs (14) 296 192.5 65.0 367 202.2 55.1 5.0
Islamic Banks (5) 63 35.9 57.0 80 47.9 59.8 33.3
MFBs (11) 182 92.8 51.0 195 112.1 57.5 20.8
MFIs/RSPs 41 16.6 40.5 40 18.6 46.6 12.1
Total 1,500 953.7 63.6 1,700 958.3 56.4 0.5

Source: State Bank of Pakistan

Analysis of the sector-wise disbursement reveals that out of the total disbursement of
Rs 958.3 billion, the farm sector has received Rs 474 billion (49.5 percent) and Rs 484.3
billion (50.5 percent) has been disbursed to non-farm sector during FY2022 (July-
March). However, the data of farm credit by land holdings reveals that Rs 170.5 billion
has been disbursed to the subsistence farm size which witnessed 13.7 percent growth
during the period. Moreover, Rs 66.2 billion has been disbursed to economic farm size
and Rs 237.3 billion to the above economic farm size witnessing a decline of 21.3
percent. Under non-farm sector, agriculture lending institutions disbursed Rs 128.2
billion to small farms with positive growth mainly due to credit off take in non-farm
sector activities especially in livestock/dairy and meat sector. Moreover, Rs 356.0 billion
has been disbursed to large farms showing a growth of 3.6 percent during FY2022 (July-
March). The sector-wise comparative details of credit disbursements are given below in
Table 2.19.

Table 2.19: Credit Disbursement to Farm & Non-Farm Sectors (Rs billion)
Sector FY2021 (July-March) FY2022 (July-March) %

(Land Holding/Farm size) Disbursement | % Share | Disbursement | % Share | Growth

in Total in Total | over the

Period

A | Farm Sector 507.9 53.3 474.0 49.5 -6.7

1 | Subsistence Holding? 150 15.7 170.5 17.8 13.7

2 | Economic Holding? 56.2 5.9 66.2 6.9 17.8

! Landholding in acres (Punjab and KP up to 12.5, Sindh up to 16.0 and Balochistan up to 32.0)
2 Landholding in acres (Punjab and KP 12.5-50.0, Sindh 16.0-64.0 and Balochistan 32.0-64.0)
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Table 2.19: Credit Disbursement to Farm & Non-Farm Sectors (Rs billion)
Sector FY2021 (July-March) FY2022 (July-March) %

(Land Holding/Farm size) Disbursement | % Share | Disbursement | % Share | Growth

in Total in Total | over the

Period

3 | Above Economic Holding3 301.7 31.6 237.3 24.8 -21.3

B | Non-Farm Sector 445.8 46.7 484.3 50.5 8.6

1 | Small Farms 102.1 10.7 128.2 13.4 25.6

2 | Large Farms 343.7 36 356 37.2 3.6

Total (A+B) 953.7 100 958.3 100 0.5

Source: State Bank of Pakistan

In terms of sectoral and purpose-wise performance of agriculture credit, the production
loans of farm sector declined by 8.0 percent, whereas development loans increased by
15.5 percent during the period FY2022 (July-March). Further, under non-farm sector,
the livestock/dairy & meat sector witnessed 7.8 percent growth and poultry sector
recorded 6.9 percent growth during the period under review. The sector wise/purpose
wise agricultural credit disbursements are shown in Table 2.20:

Table 2.20: Credit Disbursements by Sector & Purpose (Rs billion)

FY2021 (July-March) FY2022 (July-March) G % .

Amount % Share Amount % Share rowt

Sector& Purpose Disbursed | within Sector | Disbursed | within Sector OI",::i:)l:le
A | Farm Sector 507.9 53.3 474.0 49.5 -6.7
1 | Production Loans 452.4 89.1 441.3 93.1 -8.0
2 | Development Loans 55.6 10.9 32.7 6.9 15.5
B | Non-Farm Sector 445.8 46.7 484.3 50.5 8.6
1 | Livestock/Dairy & Meat 250.1 56.1 269.7 55.7 7.8
2 | Poultry 158.0 35.4 168.9 34.9 6.9
3 | Fisheries 5.3 1.2 9.6 2.0 81.0
4 | Forestry 0.011 0.003 0.0 0.0 33.1
5 | Others 32.4 7.3 36.1 7.5 11.4
Total (A+B) 953.7 100 958.3 100 0.5

Source: State Bank of Pakistan

SBP’s Initiatives for the Promotion of Agriculture Financing

For promotion of agricultural financing, some of the major initiatives taken by SBP in
collaboration with Federal & Provincial Governments are as under:

i. Crop Loan Insurance Scheme (CLIS) & Livestock Insurance Scheme for
Borrowers (LISB): CLIS has enabled financial access for farmers, with premium for
small farmers being borne by the government.

ii. Credit Guarantee Scheme for Small & Marginalized Farmers (CGSMF): With
support from Federal Government, SBP is offering a CGSMF. This scheme can be
availed by banks for providing loans to small farmers, with default protection of up
to 50 percent. Under this scheme, loans of Rs 2.56 billion are outstanding as of 28th

3 Landholding in acres (Punjab and KP above 50.0, Sindh and Balochistan above 64.0)
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February, 2022. Since its inception, more than 131,000 farmers have benefitted
through this scheme against Rs 1.1 billion funds released by the Federal Government.

iii. Adoption of Electronic Land Record Management Information System (LRMIS)
by banks for Agriculture Financing: SBP is working in collaboration with
Provincial Governments and financial institutions for implementing and
mainstreaming electronic land verification records and charge creation for availing
bank loans.

iv. Promoting Electronic Warehouse Receipt Financing (EWRF): EWREF is a form of
credit, extended by banks to farmers, traders and processors against
commodities/agricultural produce stored in accredited warehouses. In order to
allow banks to start EWRF in line with Collateral Management Company (CMC)
Regulations 2019, SBP has issued the necessary amendments in Prudential
Regulations while allowing EWR as acceptable collateral for bank financing. Further,
to sensitize banking industry and kick start of EWRF in Pakistan, SBP has formally
launched EWRF in February, 2022 wherein 25 banks signed the System Usage
Agreements (SUA) with CMC.

v. Introduction of Scoring Model for Agriculture Credit Performance of Banks:
SBP has introduced the scoring model to promote fairness and transparency in
gauging the individual performances of agriculture lending banks. The scoring model
utilizes a multi-dimensional criteria based on various indicators, which are used to
calculate an aggregate statistic reflective of each bank’s agriculture credit
performance.

vi. Introduction of Champion Bank Concept: To address the bottlenecks in
agriculture credit outreach in underserved areas by introducing the concept of
provincial/regional champion banks in underserved areas. The six regional
champion banks will spearhead the efforts in their respective assigned
province/region (Southern Punjab, Sindh, Khyber Pakhtunkhwa, Balochistan, AJK
and GB) to enhance flow of credit and bring more borrowers into the fold of formal
credit network.

III. Forestry

According to the latest findings of National Forest Reference Emissions Level (FREL),
the country is maintaining 4.786 million hectare (5.45 percent) area under forest cover.
Within the forest cover area, dry temperate forests hold the largest share (36 percent),
followed by sub-tropical broadleaved shrub (19 percent), moist temperate (15 percent),
Chir Pine (13 percent), Riverine (4 percent), irrigated plantation (4 percent), thorn (3
percent), mangrove (3 percent) and subalpine forests (2 percent). The inadequate forest
cover area due to growing population and dependence on the natural resources coupled
with deforestation have rendered the country one of the most vulnerable to climate
change effects. As a result, natural resources are under tremendous pressure owing to
change of land use and habitat destruction and consumption of fuel wood and timber
extraction. Such pressures have rendered most of the forests of poor and medium
density in need of drastic restocking on war footing.
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IV. Livestock and Poultry
a) Livestock

Livestock is contributing approximately 61.9 percent of agriculture value added and
14.0 percent to the national GDP during 2021-22. Animal husbandry is the most
significant economic activity of the dwellers of rural areas of Pakistan. More than 8
million rural families are engaged in livestock production and are deriving around 35-
40 percent of their income from this sector. Gross value addition of livestock has
increased from Rs 5,269 billion (2020-21) to Rs 5,441 billion (2021-22), showing an
increase of 3.26 percent. (Base Year 2015-16)

The Government has renewed its focus on this sector for economic growth, food security,
and poverty alleviation in the country. The overall livestock development strategy
resolves to foster "private sector-led development with public sector providing enabling
environment through policy interventions". The regulatory measures are aimed at
enhancing per unit animal productivity by improving veterinary health coverage,
husbandry practices, animal breeding practices, artificial insemination services, use of
balanced ration for animal feeding, and controlling livestock diseases.

To address investment related issues in the value-added livestock export sector,
Government is considering to develop this sector in the shape of export meat processing
zones, disease free zones (for Foot & Mouth Disease (FMD), Peste des Petitis Ruminants
(PPR), Highly Pathogenic Avian Influenza (HPAI), facilitate setting up of modern slaughter
houses after assessing industry’s requirements and provide various schemes through
the financial sector support. The focus of present Government is on breed improvement
for enhanced productivity, establishment of nucleus herd and identification of breeds
that are well adapted to various agro ecological zone of Pakistan. The national herd
population of livestock for the last three years is given in Table 2.21.

Table 2.21: Estimated Livestock Population (Million Nos.)
Species 2019-201 2020-211 2021-221

Cattle 49.6 51.5 53.4
Buffalo 41.2 42.4 43.7
Sheep 31.2 31.6 31.9
Goat 78.2 80.3 82.5
Camels 1.1 1.1 1.1
Horses 0.4 0.4 0.4
Asses 5.5 5.6 5.7
Mules 0.2 0.2 0.2

1: Estimated figure based on inter census growth rate of Livestock Census 1996 & 2006

Source: Ministry of National Food Security & Research

The position of milk and meat production for the last three years is given in Table 2.22.

Table 2.22: Estimated Milk and Meat Production (000 Tonnes)
Species 2019-201 2020-211 2021-221

Milk (Gross Production) 61,690 63,684 65,745
Cow 22,508 23,357 24,238
Buffalo 37,256 38,363 39,503
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Table 2.22: Estimated Milk and Meat Production (000 Tonnes)
Species 2019-201 2020-211 2021-221

Sheep? 41 41 42
Goat 965 991 1,018
Camel? 920 932 944
Milk (Human Consumption)3 49,737 51,340 52,996
Cow 18,007 18,686 19,390
Buffalo 29,805 30,691 31,603
Sheep 41 41 42
Goat 965 991 1,018
Camel 920 932 944
Meat* 4,708 4,955 5,219
Beef 2,303 2,380 2,461
Mutton 748 765 782
Poultry meat 1,657 1,809 1,977

1: The figures for milk and meat production for the indicated years are calculated by applying milk production parameters to
the projected population of respective years based on the inter census growth rate of Livestock Census 1996 & 2006.

2: The figures for the milk production for the indicated years are calculated after adding the production of milk from camel and
sheep to the figures reported in the Livestock Census 2006.

3: Milk for human consumption is derived by subtracting 20 percent wastage (15 percent faulty transportation and lack of
chilling facilities and 5 percent in suckling calf nourishment) of the gross milk production of cows and buffalo.

4: The figures for meat production are of red meat and do not include the edible offal’s.

Source: Ministry of National Food Security & Research

The estimated production of other livestock products for the last three years is given in

Table 2.23.

Table 2.23: Estimated Livestock Products Production

Products Units 2019-201 2020-211 2021-221
Eggs Million Nos. 20,133 21,285 22,512
Hides 000 Nos. 18,139 18,751 19,384
Cattle 000 Nos. 9,405 9,759 10,127
Buffalo 000 Nos. 8,622 8,878 9,142
Camels 000 Nos. 112 114 115
Skins 000 Nos. 59,460 60,837 62,250
Sheep Skin 000 Nos. 11,807 11,947 12,088
Goat Skin 000 Nos. 30,129 30,946 31,784
Fancy Skin 000 Nos. 17,524 17,945 18,377
Lamb Skin 000 Nos. 3,507 3,548 3,590
Kid Skin 000 Nos. 14,017 14,397 14,787
Wool 000 Tonnes 47.3 47.9 48.4
Hair 000 Tonnes 29.4 30.2 31.0
Edible Offal’s 000 Tonnes 440 452 465
Blood 000 Tonnes 73.1 75.0 77.0
Casings 000 Nos. 60,069 61,461 62,888
Guts 000 Nos. 19,280 19,929 20,599
Horns & Hooves 000 Tonnes 64.3 66.2 68.2
Bones 000 Tonnes 961.0 990.3 1,020.7
Fats 000 Tonnes 304.5 313.6 3229
Dung 000 Tonnes 1,362 1,405 1,448
Urine 000 Tonnes 413 425 437
Head & Trotters 000 Tonnes 274.6 282.4 290.4
Ducks, Drakes & Ducklings Million Nos. 0.38 0.37 0.35

1: The figures for livestock product for the indicated years were calculated by applying production parameters to the projected

population of respective years.

Source: Ministry of National Food Security & Research
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b) Poultry

Poultry sector is one of the most important segments of livestock that provides
employment to more than 1.5 million people in the country. With an investment of more
than Rs 750 billion, this industry is growing at an impressive growth rate of
approximately 7.5 percent per annum over the last decade that has enabled Pakistan to
occupy 11t position among the largest poultry producer of the world and has ample
space for further improvement.

Through farmer friendly policies/interventions, the Government has been encouraging
rural as well as commercial poultry production. The estimated production of
commercial and rural poultry products for the last three years is given in Table 2.24.

Table 2.24: Estimated Domestic/Rural & Commercial Poultry

Type Units 2019-201 2020-211 2021-221
Domestic Poultry Million Nos. 89.84 91.22 92.62
Cocks Million Nos. 12.51 12.85 13.20
Hens Million Nos. 43.93 44.72 45.52
Chicken Million Nos. 33.40 33.65 33.90
Eggs? Million Nos. 4,393 4,472 4,552
Meat 000 Tonnes 124.72 127.22 129.76
Duck, Drake & Duckling Million Nos. 0.38 0.37 0.35
Eggs? Million Nos. 17.18 16.47 15.78
Meat 000 Tonnes 0.52 0.50 0.48
Commercial Poultry Million Nos. 1,353.24 1,486.09 1,632.06
Layers Million Nos. 59.82 64.01 68.49
Broilers Million Nos. 1,279.76 1,407.73 1,548.51
Breeding Stock Million Nos. 13.66 14.34 15.06
Day 0Old Chicks Million Nos. 1,336.71 1,470.38 1,617.41
Eggs? Million Nos. 15,723 16,797 17,944
Meat 000 Tonnes 1,531.60 1,681.64 1,846.48
Total Poultry

Day Old Chicks Million Nos. 1,370 1,504 1,651
Poultry Birds Million Nos. 1,443 1,578 1,725
Eggs Million Nos. 20,133 21,285 22,512
Poultry Meat 000 Tonnes 1,657 1,809 1,977

1: The figures for the indicated years are statistically calculated using the figures of 2005-06.
2: The figures for Eggs (Farming) and Eggs (Desi) are calculated using the poultry parameters for egg production.

Source: Ministry of National Food Security & Research

Ongoing Projects

The Federal Government has launched following programmes under the “Prime
Minister’s National Agriculture Emergency Programme”:

Prime Minister Initiative for Backyard Poultry Projects: Under this project, five
million pre-vaccinated high laying backyard birds will be distributed among public
across the country at subsidized rates. The total cost of the projectis Rs 1.6 billion, where
30 percent contribution by federal and provincial governments, while rest of the cost
to be borne by the beneficiary. Since 2019, 2.927 million backyard poultry birds will be
distributed by the 30t June 2022 in all over the Pakistan except Sindh.
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Prime Minister Initiative for Safe the Calf Project: Under this project, 380,000 male
calves are projected to be saved from early slaughter in 4 years period through financial
incentive of Rs 6,500 per calf to farmers besides reducing mortality with improved
nutrition and husbandry practices. This intervention is providing stock for feedlot
fattening for enhanced productivity and quality beef which ultimately result in high
profit margins for the farmers and reduced rural poverty. The total cost of the project is
Rs 3.4 billion. The Federal Government is contributing 20 percent of total cost, while the
remaining will be shared by provincial governments. Since 2019, 167175 calves would
be saved by the 30t June 2022 in all over the Pakistan except Sindh and Balochistan.

Prime Minister Initiative for Calf Feedlot Fattening in Pakistan: Under this
programme, Rs 4,000 for each calf has been allocated as financial incentive to persuade
farmers to produce healthy and nutritious beef in the country. In Balochistan, Rs 1500
cash incentive is given for each fattened sheep/goat. The intervention is promoting
feedlot fattening business in the country. The total cost of the project is Rs 2.4 billion.
Since 2019, 191757 calves fattened in all over Pakistan except Sindh and Balochistan
and 240,000 kid/lamb will be fattened in Balochistan by the 30th June 2022.

The following projects are also being launched by Federal Government:

i.  Antimicrobial Resistance (AMR). The Fleming Fund Country Grant with the
support of U.K. Department of Health and Social Care Programme to help low-and
middle-income countries fight AMR has initiated a programme in collaboration of
Government of Pakistan with the following objectives:

® Improved policy environment for managing AMR-Data review and analysis
Enhance quality and quantity of sites reporting on AMR
Strengthening reference laboratories to strengthen AMR surveillance networks

Improve AMC and antimicrobial usage (AMU) data at country level

© ®©® ® ®

Support One Health Approach among human, livestock and environment
sectors

In the animal health sector, the Fleming Fund Country Grant is providing support for
strengthening AMR surveillance in food animals, diagnostic harmonization, capacity
development of animal health laboratories, field surveys for AMU and Knowledge
Attitudes Practices (KAP) surveys. To cope up with the scope in animal health sector,
Fleming Fund through AHC office, M/o NFS&R has identified

® Two National Reference Points

o National Veterinary Laboratories (NVL), Islamabad

o National Reference Laboratory for Poultry Diseases (NRLPD), NARC
[slamabad

® 9 Sentinel Labs from all provinces of Pakistan
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To better coordinate AMR and AMU activities in the animal health sector alongside
Human Health, (M/o NFS&R) has notified the establishment of the AMR Coordination
Unit (AMR-CU) at the Animal Husbandry Commissioner (AHC) office.

i.  Support Development and Piloting Pakistan Animal Identification and
Traceability System (PAITS). This project is under execution with the technical
and financial support of FAO-Pakistan. Pakistan currently does not have a reliable
animal identification and traceability system to manage livestock identification and
movements in the country. Lack of such a system poses significant challenges for
Pakistan, specifically in export of livestock and their products, in the wake of
limited resources and capacity of the animal health services to deliver effective
animal health programmes. The project will be used as pilot demonstrations in
cattle and buffaloes in limited geographic region in smallholder livestock farming
and selected feedlot fattening dairy farms.

ii. National PPR Eradication Programme: Under this project, efforts will be made
to move Pakistan into stage 3 of the progressive step-wise approach of Office
International des Epizooties (OIE) for PPR eradication in next five years. The total
cost of the project is Rs 1.8 billion.

Enhancement of FMD Control Programme in Pakistan: This project is under
execution in collaboration of Government of Pakistan, JICA and FAO-Pakistan with the
following objectives:

® Reporting of FMD outbreaks by stakeholders (veterinarians, veterinary
assistants, and dairy farmers)

® Awareness of dairy farmers
® Rapid response of FMD outbreaks

Other Policy Measures

M/o NFS&R with its re-defined role under the 18th Constitutional Amendment
undertook the following measures: i) Import of calf milk replacer and cattle fed premix
by the corporate dairy/meat sub sectors at concessional tariff, ii) Import of high yielding
dairy cattle breeds of Holstein Friesian and Jersey for enhanced milk production, iii)
Semen and embryos of high yielding animals for the genetic improvement of indigenous
low producing animals, and iv) Import of high quality feed stuff/micro ingredients for
improving the nutritional quality of animals & poultry feed.

V. Fisheries

Fisheries sector plays significant role in the economy and food security of the country
and it reduces pressure on demand for mutton, beef, and poultry. It is also considered to
be an important source of livelihood for the coastal inhabitants. Apart from marine
fisheries, inland fisheries (based in rivers, lakes, dams, etc.) are also a very important
activity throughout the country. Fisheries share in GDP although very little, but it adds
substantially to the national income through export earnings.
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During FY2022 (July-March), total fish production recorded at 696.0 thousand MT
(marine: 468 thousand MT and inland: 228 thousand MT) witnessing an increase of 0.8
percent over same period of last year’s fish production of 690.6 thousand MT (marine:
465.2 thousand MT and inland: 225.4 thousand MT).

During FY2022 (July-March), a total of 116.514 thousand MT of fish and fishery
preparation amounting US$ 310 million were exported. Pakistan’s major buyers are
China, Thailand, Malaysia, Middle East, Sri Lanka, and Japan. Several initiatives are being
taken by federal and provincial fisheries departments which include, inter alia,
strengthening of extension services, introduction of new fishing methodologies,
development of value-added products, enhancement of per capita consumption of fish,
up gradation of socio-economic conditions of the fishermen community and a review of
Deep-Sea Fishing Policy of 2018.

Since resumption of exports to the EU countries different consignments of fish, cuttlefish
and shrimps have been sent by 02 companies to the EU, after 100 percent laboratory
analysis at EU borders. For further enhancement of seafood export to EU countries, six
more processing plants are in pipeline and their cases for approval are under process
with EU authorities. Export of seafood to EU countries is given in Table 2.25:

Table 2.25: Export of Seafood to EU Countries FY2022 (July-March)
Fish Squids Shrimp Crabs Total

Commodity / - - - - -

Country Quantity| Value Quantity | Value Quantity | Value [ Quantity | Value Quantity | Value
(MT) | $(000) (MT) $ (000) (MT) $ (000) (MT) $ (000) (MT) $ (000)

Belgium 318 786 - - 1,425 6,892 - -l 1,743] 7,678

Netherlands 85 206 - - 45 186 - - 130 392

Spain - - 96 203 - - - - 96 203

UK 999 3,923 - - 250 856 5 18| 1,254 4,797

%)}

Total 1,402] 4,915 96 203 1,720] 7,934
Source: Marine Fisheries Department

18| 3,223| 13,070

Way Forward:

The available potential in agriculture sector needs to be exploited to boost economic
growth, job creation and encourging country’s exports. For this purpose synchronization
of programmes, reforming of institutions and encouraging public-private partnership,
simplification of laws and investment reforms is the need of the hour. As federal and
provincial investment should be based on their mandate/role in agriculture sector and
national issues could be co-financed. Effective mechanisation stands vital to enahnce
productivity in this sector.
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LSM Sector Grew by

On a Y-0-Y basis, LSM grew by
26.6 percent in March FY2022

On a M-0-M basis LSM marked

the growth of 8.2 percent in
March 2022

Out of 22 subsectors, 17 posted
growth during July-March FY2022
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Chapter 3

Manufacturing and Mining

In Pakistan, manufacturing with a share of 12.4 percent in GDP has a dominant presence
within the industrial sector. Pakistan’s national accounts capture manufacturing sector
in three different components: Large Scale Manufacturing (LSM), Small Scale
Manufacturing (SSM) and Slaughtering. Establishments having ten or more employees
are covered under LSM. Quantum Index of Manufacturing (QIM) is a measure of LSM
performance with 78.4 weight in overall LSM, derived from the Census of Manufacturing
Industries (CMI) 2015-16 (Box-I). Similarly, Small Scale Manufacturing (SSM)
information is also based on the survey! conducted in year 2015. It covers industrial and
household units engaged in manufacturing activity having less than ten employees.
While, slaughtering sector performance is estimated through a methodology which
measures the value addition in output of the sector.

During FY2022, LSM with 9.2 percent of GDP dominates the overall manufacturing
sector, accounting for 74.3 percent of the sectoral share followed by Small Scale
Manufacturing, which accounts for 2.0 percent of total GDP and 15.9 percent sectoral
share. The third component, slaughtering, accounts for 1.2 percent of GDP with 9.7
percent sectoral share.

3.1 Performance of Large-Scale Manufacturing

Unprecedented challenges posed by the COVID-19 pandemic exposed the vulnerabilities
of global economies. Supply chains were disrupted due to business closures. The
industry of Pakistan also experienced interlude in business activity leading to slowdown
in its performance in FY2020. Nevertheless, LSM proved to be resilient and gained the
growth momentum from the very start of FY2021 owing to gradual opening of economic
activities and contingency measures from fiscal and monetary side in the form of
industrial support package, construction package, auto policy, ultra-low policy rate,
housing finance, and export financing facility coupled with vaccination drive.

Although Pakistan has survived from the COVID-19 crisis, but it faced the daunting tasks
in FY2022 such as controlling stimulus induced fiscal deficit, curtailing widening current
account deficit, managing pressure on exchange rate along with achieving a sustainable
post-pandemic recovery. Moreover, pent-up demand fueled by stimulus and pandemic
disruptions accelerated inflation around the world. Additionally, Ukraine War continues

1 A survey titles “Small and Household Manufacturing Industries (SHMI) 2015” was conducted by Pakistan Bureau of Statistics (PBS) for
rebasing.
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to stoke strong inflationary winds throughout the global economy resulting damage in
the form of higher food and energy prices or new supply-chain disruptions. Thus,
economic recovery from virus-induced economic recession would remain uncertain in

the coming years because of uncertainty in pandemic resurgences as well as uncertain
geopolitical tensions.

Nevertheless, well calibrated measures
and continuous support along with Fig 3.1: LSM Growth (%) Jul-Mar
surging global demand, easy credits, and
partially subsidized energy supplies bode
well in achieving higher growth of LSM in
FY2022 (Fig-3.1).
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During July-March FY2022, LSM staged
the growth of 10.4 percent against 4.24
percent growth in the corresponding
period last year. Production of 11 items
under the Oil Companies Advisory
Committee increased by 2.0 percent, 36
items under the Ministry of Industries and
Production surged by 10.3 percent, while 76 items reported by the Provincial Bureaus
of Statistics increased by 12.1 percent. The expansion of LSM is also appeared to be
broad based, with 17 out of 22 sectors of LSM witnessed a positive growth. Furniture,
Wood Products, Automobile, Footballs, Tobacco, Iron & Steel Products, Machinery and
Equipment, and Chemical Products remained the top performing sectors of LSM.
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Fig 3.2: Monthly Quantum Index Of Manufacturing (QIM)
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Since September 2020, the LSM has rebounded after months of a downturn. On year-on-
year (Y-o0-Y) basis, LSM grew by 26.6 percent in March FY2022 against 22.5 percent
growth in the same month last year (Fig. 3.2). Initially the pace was slow till December
2021, but rebounded from January 2022 onwards. While, Month-on-Month (M-o0-M)
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basis, growth of LSM marked the growth of 8.2 percent in March 2022 as compared to
3.7 percent in February 2022.

Box-I: Rebasing of Quantum Index of Large Scale Manufacturing Industries
(from 2005-06 to 2015-16)
Rebasing of Large Scale Manufacturing Industries has been conducted with the following
objectives:
e To measure the structural changes in Large Scale Manufacturing Industries, new Census of
Manufacturing Industries (CMI) is conducted on the base of 2015-16.
e Pakistan Standard Industrial Classification (PSIC) 2010, derived from UN International Standard
Industrial Classification ISIC Rev-4, has been used to classify manufacturing activities.
e The current QIM is rebased on the basis of results of CMI 2015-16. Important changes can be
gauged from the table below:

QIM 2005-06 QIM 2015-16
Sources No. of Items | Weights (%) | No. of Items | Weights (%)
Total 112 70.30 123 78.40
Ministry of Industries & Production 36 49.56 36 40.54
0il Companies Advisory Council 11 541 11 6.66
Provincial Bureaus of Statistics/PBS 65 15.37 76 31.17

Coverage

Previous censuses were conducted on the frame of Labour and Industries departments which had low
coverage. To improve coverage, Business Register (BR) of PBS was utilized for the current census,
which is based on different administrative sources like SECP, FBR, EOBI, PSX, Distribution companies
of WAPDA, Provincial Labour and Industries departments, etc. which resulted to 390 percent increase
in frame as understated below:

Number of Establishments QIM 2005-06 QIM 2015-16
Frame 8,680 42,578
Respond 6,417 23,712
Major Groups 15 23

Source: - Pakistan Bureau of Statistics

3.2  Group Wise Analysis of LSM
Group-wise growth of LSM during the period of July-March FY2022 is given in Table 3.1.

Table 3.1: Group wise growth of LSM

. % Change (Jul-Mar)

S# | Groups Weights 202021 2021-22
1 Food 10.69 27.1 11.7
2 Beverages 3.84 0.2 0.7
3 Tobacco 2.07 17.8 16.7
4 Textile 18.16 8.0 3.2
5 | Wearing Apparel 6.08 -35.6 34.0
6 Leather Products 1.23 -37.8 1.5
7 Wood Products 0.18 -46.2 157.5
8 | Paper & Board 1.63 -0.6 8.5
9 Coke & Petroleum Products 6.66 12.3 2.0
10 | Chemicals 6.48 9.0 7.8

Chemicals Products 2.55 14.5 15.2

Fertilizers 3.93 5.9 3.3
11 | Pharmaceuticals 5.15 10.5 -0.4
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Table 3.1: Group wise growth of LSM

. % Change (Jul-Mar)

S# | Groups Weights 202021 202122

12 | Rubber Products 0.24 -13.1 -20.6
13 | Non-Metallic Mineral Products 5.01 18.5 1.1
14 | Iron & Steel Products 3.45 -8.6 16.5
15 | Fabricated Metal 0.42 -0.7 -7.2
16 | Computer, electronics and 0.03 -38.6 1.0

Optical products

17 | Electrical Equipment 2.05 -17.1 -1.1
18 | Machinery and Equipment 0.39 50.8 8.9
19 | Automobiles 3.10 21.6 54.1
20 | Other transport Equipment 0.69 19.2 -10.2
21 | Furniture 0.51 71.7 301.8
22 | Other Manufacturing (Football) 0.32 -29.8 37.8

Source: Pakistan Bureau of Statistics

Textile sector weight has been reduced from 20.9 to 18.16 in QIM 2015-16 but still the
highest among all sectors of LSM. The sector grew by 3.2 percent during July-March
FY2022 as compared to 8.0 percent in the same period last year. Major growth
originated from woolen segment production with highest surge of 38.9 percent in
blankets, 27.9 percent growth in woolen & carpet yarn, and 19.1 percent in woolen &
worsted cloth. Production of yarn and cloth showed marginal growth of 0.7 and 0.3
percent, respectively. Congruent production units, invariant capacity and elevated
cotton prices owing to demand and supply gap disruptions have moderated the growth
momentum of the cotton sector. Depreciation of rupee restrained the production of jute,
as most of the raw material is imported from Bangladesh. However, surge in imports of
textile machinery?, rising demand for concessionary financing? from textile firms and
high exports# of this sector showing a sizeable improvement in the textile sector.

Wearing apparel has been separated from textile sector with 6.08 weight in QIM
showing the growth of 34 percent against the contraction of 35.6 percent. The sector has
gained traction local as well as in international market as garments production grew at
34.0 percent during the period. The export of garments also escalated with 33.9 percent
growth in terms of quantity during July-March FY2022.

Food group having second highest weight of 10.69 in QIM witnessed the growth of 11.7
percent during the period under review against 27.1 percent same period last year.
Sugar, bakery and chocolate & sugar confectionary, tea blended, and starch came up with
significant growth of 38.1, 11.9 and 10.6 percent respectively. Historic bumper crop of
sugar cane and better international prices pushed up the production level of sugar in
Pakistan. Production of cooking oil increased by 10.8 percent, while vegetable ghee
down by 2.5 percent. Surging prices of palm oil and soyabean in international market

2 As per PBS, textile machinery imports reached to USS 621.7 million from USS 377.5 million showing an increase of 64.7
percent during Jul-Mar FY2022.

3 According to SBP, out of 202.9 billion of total financing of LTFF/TERF under fixed financing 94.6 billion has been borrowed
by textile sector (i.e., 46.6 percent of total financing to private sector business).

4 According to PBS, exports of textile group increased by 25.4 from 11.4 billion to 14.2 billion during Jul-Mar FY2022.
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accompanied with the depreciating Pakistani currency against the dollar were the major
factors responsible for lower level of production. Production of wheat & rice milling
stood negative at 2.6 percent during the period under review.

Coke and Petroleum products marginally grew by 2.0 percent in July-March FY2022
against 12.3 percent same period last year. High global energy prices depressed the
overall growth momentum. However, pickup in economic activities especially
automobile and resultant increase in transportation activities and oil sales (which
showed an increase of 14.9 percent during July-March FY2022 and clocked at 16.3
million tonnes) partially offset the impact of high fuel prices. Besides, production of jute
batching oil, jet fuel oil, kerosene oil, diesel and Solvant Naptha remained encouraging
as demand spurred from transportation.

Automobile sector marked a vigorous growth of 54.1 percent during July-March FY2022
against 21.6 percent growth last year. New Auto Policy, to promote new technologies
including Electric Vehicles (EVs) and Hybrid, and accommodative monetary policy to
promote auto financing paved the way to grew automobiles production. Besides, tax
incentives to promote locally manufactured cars also pent-up the demand as well as the
production of the given sector such as locally manufactured hybrid sales tax reduced
from 12.5 percent to 8 percent and FED reduced by 2.5 percent upto 1300cc for locally
manufactured cars. Moreover, during July-March FY2022 car production and sale
increased by 56.7 and 53.8 percent, respectively. Trucks & Buses production and sale
increased by 66.0 and 54.0 percent and tractor production and sale increased by 13.5
and 12.1 percent, respectively. Though the relief measures in form of waiving of taxes
pushed up the sector, in the meanwhile reduced the revenues of national exchequer and
built the pressure on imports besides creating uncertainty in market sentiments.

Iron & Steel production jumped by 16.5 percent during the period under review against
the contraction of 8.6 percent in the same period last year. Billets/Ingots, mainly used in
construction industry, grew by 32.8 and H/C.R.Sheets/Strips/Coils/plates increased by
7.9 percent. Both reflect the growth momentum in automobile and construction-allied
sectors. Non-metallic Mineral Products inched up 1.1 percent as compared to 18.5
percent increase last year.

Chemicals is subdivided into two components i.e., chemical products and fertilizers with
the total weight of 6.48 in QIM. The chemical products showed the growth of 15.2
percent against 14.5 percent same period last year. Sulphuric acid, hydrochloric acid,
soda ash, and toilet soaps remained the major contributors to overall growth of
chemicals. On the other hand, Fertilizers production showed a meager growth of 3.3
percent as compared to 5.9 percent growth during last year.

Pharmaceuticals growth witnessed a dip of 0.4 percent during July-March FY2022,
against the growth 10.5 percent last year, triggered by hefty decline observed in
capsules, injections, tablets and galenicals. Electrical equipment declined by 1.1 percent
against the hefty shrink of 17.1 percent.

Paper and Board production increased by 8.5 percent during July-March FY2022 as
compared to dip of 0.6 percent last year. Rubber Products nosedived by 20.6 percent
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during July-March FY2022 as compared to 13.1 percent growth in the same period last
year. Wood Products jumped by 157.5 percent as compared to contraction of 46.2
percent last year. Production of Plywood remained the sole contributor to overall pick
up in the output of wood. Furniture production drastically increased by 301.8 against
71.7 percent in the same period last year.

Other manufacturing, particularly footballs production substantially increased by 37.8
percent as compared to 29.8 decline in the corresponding period last year. The sector
picked up the growth by pent-up demand in international market and marked a growth
of 40.3 percent in exports.

Selected items of Large-Scale Manufacturing are given in Table 3.2.

Table-3.2: Production of selected industrial items of Large-Scale Manufacturing

S# | Items Unit Weights July-March % Change % Point
2020-21 2021-22 Contribution
1 Deepfreezers (Nos.) 0.167 68,947 84,205 22.13 0.04
2 Jeeps and Cars (Nos.) 2.715 114,617 177,757 55.09 1.41
3 Refrigerators (Nos.) 0.246 928,170 1,024,335 10.36 0.02
4 Upper leather (000 sq.m.) 0.398 13,324 10,966 -17.70 -0.06
5 Cement (000 tonnes) 4.650 37,619 36,543 -2.86 -0.21
6 Liquids/syrups (000 Litres) 1.617 86,212 144,638 67.77 1.30
7 Phos. fertilizers (N tonnes) 0.501 545,612 601,184 10.19 0.06
8 Tablets (000 Nos.) 2.725 20,380,940 14,695,108 -27.90 -0.85
9 Cooking oil (tonnes) 1.476 334,107 370,181 10.80 0.21
10 Nit. fertilizers (N tonnes) 3.429 2,450,066 2,505,757 2.27 0.09
11 Cotton cloth (000 sq.m.) 7.294 786,042 788,285 0.29 0.02
12 Vegetable ghee (tonnes) 1.375 1,087,827 1,060,111 -2.55 -0.05
13 Cotton yarn (tonnes) 8.882 2,577,675 2,594,690 0.66 0.07
14 Sugar (tonnes) 3.427 5,618,976 7,759,825 38.10 2.13
15 Tea blended (tonnes) 0.485 100,566 112,544 11.91 0.06
16 Petroleum Products* (000 Litres) 6.658 - - 2.10 0.01
17 Cigarettes (million No) 2.072 39,473 46,070 16.71 0.38

*Due to different weights within Petroleum products, total output cannot be calculated.
Source: Pakistan Bureau of Statistics (PBS)

3.3 Textile Industry

Textile is the most important manufacturing sector of Pakistan and has the longest
production chain, with inherent potential for value addition at each stage of processing,
from cotton to ginning, spinning, fabric, dyeing and finishing, made-ups and garments.
This sector contributes nearly one-fourth of industrial value-added and provides
employment to about 40 percent of industrial labor force. Barring seasonal and cyclical
fluctuations, textiles products have maintained an average share of about 61.24 percent
in national exports. The export performance of textile sector during the period under
review is given in Table 3.3.
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Table 3.3: Export of Pakistan Textiles (US$ millions)
2016-17 2017-18 2018-19 2019-20 2020-21 2021-22
(Jul-Mar)
Cotton & Cotton Textiles 12205 13220 13031 12211.703 15028.852 13890.824
Synthetic Textiles 187.587 309.681 297.809 314.768 370.421 343.591
Sub-Total Textiles 12392.587 13529.681 13328.807 12526.471 15400.077 14234.415
Wool & Woolen Textiles 78.506 75.852 67.265 54.211 74.201 60.993
Total Textiles 12529.002 13605.902 13396.140 12580.682 15474.278 14295.408
Pakistan's Total Exports 20477.692 23221.968 22979.325 21393.860 25304.441 23354.901
Textile as %age of Export 61.35% 58.59% 58.30% 58.81% 61.15% 61.24%

Source: Textile Commissioner's Organization

3.3.1 Ancillary Textile Industry

The ancillary textile industry includes cotton spinning, cotton cloth, cotton yarn, cotton
fabric, fabric processing, home textiles, towels, hosiery, knitwear and readymade
garments. These components are being produced both in the large-scale organized
sector as well as in the unorganized cottage / small and medium units. The performance
of these various ancillary textile industries is illustrated as under:

i. Cotton Spinning Sector

The spinning sector is the backbone in the ranking of textile production. At present, as
per record of Textiles Commissioner’s Organization (TCO), it comprises of 517 textile
units (40 composite units and 477 spinning units) with 13.414 million spindles and
198,801 rotors installed and 11.338 million spindles and 126,583 rotors in operation
with capacity utilization of 84.55 percent and 63.67 percent, respectively.

ii. Cloth Sector

This sector is producing comparatively low value-added grey cloth of mostly inferior
quality. Problems of the power loom sector evolve mainly around poor technology and
scarcity of quality yarn. Production of cotton cloth by mill sector has slightly increased
by 0.29 percent, while non-mills performance remained subdued and recorded negative
growth of 0.01 percent during July-March FY2022. However, the exports in term of
quantity and value both increased by around 9 percent and 26.5 percent, respectively.

Table 3.4: Production and Export of Clothing Sector

Production July-March July-March % Change
2021-22 2020-21

Mill Sector (000. Sq. Mtrs.) 788,285 786,042 0.29
Non Mill Sector (000. Sq. Mtrs.) 6,103,340 6,103,958 -0.01
Total 6,891,625 6,890,000 0.02
Cotton Cloth Exports

Quantity (M.SqMtr.) 342.700 314.562 8.95
Value (M.US$) 1795.457 1419.181 26.51

Source: Textile Commissioner's Organization

iii. Textile Made-Up Sector

Being value added segment of textile industry made-up sector comprises different
subgroups namely towels, tents & canvas, cotton bags, bed-wear, hosiery, knitwear &
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readymade garments including fashion apparels. Export performance of made-up sector
during the period July-March FY2022 is presented in Table 3.5.

Table 3.5: Export of Textile Made-Ups

(July-March) 2021-22 | (July-March) 2020-21 % Change
Hosiery Knitwear
Quantity (M.Doz) 120.946 127.104 -4.84
Value (M.US$) 3729.683 2780.896 34.12
Readymade Garments
Quantity (M.Doz) 37.293 27.845 33.93
Value (M.US$) 2863.570 2268.389 26.24
Towels
Quantity (M Kgs) 167.009 158.914 5.09
Value (M.US$) 819.589 692.110 18.42
Tents/Canvas
Quantity (M Kgs) 29.281 32.908 -11.02
Value (M.US$) 82.144 89.160 -7.87
Bed Wears
Quantity (000 MT) 394.996 343.436 15.01
Value (M.US$) 2448.859 2052.259 19.33
Other Made up
Value (M.US$) 60.993 54.324 12.28

Source: Textile Commissioner's Organization

iv. Hosiery Industry

There is greater reliance on the development of this industry as there is substantial value
addition in the form of knitwear. The industry provides directly and indirectly
sustenance to well over a million people. Knitwear exports consists of knitted and
processed fabrics knitted garments; knitted bed sheets, socks etc. and has the largest
share, i.e., 16.55 percent of the nation's textile exports. The export of knitwear showed
contraction of 4.8 percent in quantity terms, while it increased by 34.1 percent in terms
of value during the period under review.

v. Readymade Garment Industry

Readymade garment industry has emerged as one of the important small-scale
industries in Pakistan and is a good source of providing employment opportunities to
many people at a very low capital investment. Owing to huge potential and demand, its
exports show a massive growth of 33.9 percent in quantity and 26.2 percent in value
from 27.8 million dozen to 37.3 million dozen worth US$ 2,863.57 million during July-
March FY2022 as compared to US$ 2,268.38 million during July-March FY2021.

vi. Towel Industry

The existing towels manufacturing factories are upgraded to produce higher value
towels. This industry is dominantly export-based and its growth depends on export
outlets. Exports in this sector stood at US$ 819.6 million against US$ 692.1 million during
July-March FY2022, thereby showing an increase of 18.4 percent in terms of value and
5.1 percent in terms of quantity.
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vii. Canvas

The performance of canvas remained subdued both in term of quantity and value which
shows decline of 11.02 percent and 7.87 percent, respectively, and recorded at 29.3
million Kgs during the period under review as compared to 32.9 million Kgs during the
same period last year.

viii.  Synthetic Textile Fabrics

Artificial silk such as Synthetic fibers Nylon, Polyester, Acrylic and Polyolefin dominate
the market. There are currently five major producers of synthetic fibers in Pakistan, with
a total capacity of 636,000 tons per annum. Synthetic textile fabrics worth US$ 343.59
million were exported as compared to US$ 269.20 million last year which is showing an
increase of 27.6 percent. In Quantitative terms, the exports of synthetic textile decreased
by 33.6 percent.

ix. Woolen Industry Table 3.6: Exports of Carpets and Rugs (Woolen)
. uly-March uly-March %
The main products manufactured by the (]23’21_22 ) (]2())’20-21 ) Cha;ge

Woolen Industry are carpets and rugs. Quantity
The exports of carpets during the period (Th.Sq.Mtr)

July-March FY2022 are given in the Table Value
3.6. (M.US$)

Source: Textile Commissioner's Organization

1.799 1.109 62.22

60.993 54.324 12.28

X. Jute Industry

The main products manufactured by the Jute Industries are Jute Sacks and Hessian cloth,
which are used for packing and handling of Wheat, Rice and Food Grains. The installed
and working capacity of jute industry is given in the Table 3.7.

Table 3.7: Installed and working capacity of Jute

(July-March) 2021-22 (July-March) 2020-21 % Change
Total No. of Units 10 10 0
Spindles Installed 25060 25060 0
Spindles Worked 16973 21172 -19.8
Looms Installed 1102 1134 -2.8
Looms Worked 737 885 -16.7

Source: Textile Commissioner's Organization

3.4 Other Industries
3.4.1 Automobile Industry

Except sluggishness in some areas in case of Buses and two/three wheelers there has
been robust growth in all-automobile sectors during July-March FY2022. The higher
growth effectively manifest clearing up the pent-up demand of COVID-19 period,
otherwise negativity or stagnation in growth was persisting for the last five years.
During the year under consideration, there has been persistent supply chain
interruptions due to Chip shortages, skyrocketing freight costs, unrelenting rupee
weakening, galloping inflation and auto financing restriction on high-end vehicles to
reduce the import bill. Further, the earlier reduced taxes at the time of budget 2021-22
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were reversed in the subsequent mini-budget thus frustrating the possible impetus to
growth.

New Auto Industry Development and Export Policy 2021-26 has been announced
Besides Make in Pakistan notion, in the new policy, interalia, Meri Gari Scheme, New
Product Policy and setting up of export targets have been introduced. All these measures
are encouraging, and it is expected that these initiatives would soon see the light of day.
However, in the forthcoming outlook the demand would weaken, as disposable incomes
would decline with higher inflation, and higher exchange rates and increasing interest
rates, amongst other factors.

The august performance has been observed in automobile sector during the period of
July-March FY2022 (Table 3.8). It was the latent demand for motor vehicles that showed
about 50 percent plus growth. Also, in the heavy commercial vehicles, there is
substantial growth in trucks as the medium size trucks, around 5 ton, unexpectedly
became popular due to affordability and expansion of e-commerce. Additionally,
number of small trucks signed up at a reduced rate of 5 percent in response to Kamyab
Jawan Scheme. More market expansion is expected owing to inbuilt confidence by the
current investors as well as the new entrants in bringing locally produced hybrid
vehicles. Therefore, all projections cast a positive outlook for the industry.

In case of passenger cars, the production and sales are up by 57 percent and 54 percent
with 166,768 and 172,612 units, respectively. In this regard, higher growth has been
observed in up to 800cc and up to 1000cc segments registering 77 percent and 65
percent growth, respectively. Growth in exceeding 1000cc segment was 35 percent. For
similar reasons, the production and the sales of light commercial vehicles (LCV) and
SUVs registered increase by 44 percent and 46 percent, respectively. In the SUV and SUV
crossover segment two new products appear from Beijing Automotive Industry, BAIC
BJ40L and BAIC X25 with modest numbers which are expected to grow in time.

Farm tractor sector has shown growth with production and the sales up by 13.5 percent
and 12 percent respectively. This pleasant upward surge was due to overall growth in
agriculture sector ensuing better crop prices and consequent more buying power of the
farmers. However, these numbers are not even close to the highest numbers this
industry had achieved in the past.

The two/three wheelers sector showed modest fall in production and the sales by 3.5
percent and 4.1 percent respectively. This fall is due intra-industry production losses by
some units, while other units have shown their natural growth. Two/three wheelers
offers most economical public transport alternate for the lower income group, however,
at same time, it is extremely price sensitive. Massive exchange rate losses kicked off
inflationary conditions resulting inevitable price increase. Still, this sector offers most
preferred means of transport and best alternative in the absence of Public Transport in
the cities and thus holds a dependable and continued potential for growth in the coming
years.
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Table 3.8: Production of Automobiles

Installed No. of Units
Category Capacity 2020-21 2021-22 % Change
(July-March) (July-March)
CAR 341,000 106,439 166,768 56.7
LCV/JEEPS/SUV/Pickup 52,000 22,512 32,341 43.7
BUS 5,000 445 459 3.1
TRUCK 28,500 2,509 4,445 77.2
TRACTOR 100,000 36,900 41,872 13.5
2/3 WHEELERS 2,500,000 1,439,535 1,388,669 -3.5

Source: Pakistan Automotive Manufacturer Association (PAMA)

The auto sector constitutes about 15 percent to LSM, hence represents significant
industrial output of the country. According to PBS, automobile recorded 54.1 percent
upsurge during July-March FY2022. Despite robust growth during 9 months of FY2022,
the higher numbers, to a great extent, fall short of installed capacities. Also, these
numbers are far too meager against production projections made in the successive auto
policies. Long-term policies attracting new players did indeed expand the market with
new makes and models but volumes did not go across critical level that warrant broad-
based localisation and import substitution. Auto industry heavily invested during the
last four decades to establish engineering base in the country and undertook
innumerable transfer technology agreements. All this holds a bright future for so far best
performing auto-sector amongst the large-scale manufacturing.

Given Government support and removal of irritants would soon going to bear fruits in
the wake of industrial expansion as many new investors have joined with commercial
production while the existing players have already made huge investments and a lot
more is in waiting. These investments by the new and the existing players is testimony
to confidence in our market, at home and abroad. Given the macroeconomic stability in
the country and the extraneous factors not to go out of hand, particularly in terms of
unwanted tariffs and untoward policies, the latent demand would burst out and
expansion of industry volumes would sure to take place.

Box-II: Tractor Industry a Success Story: Made in Pakistan

The tractor industry is a success story of Pakistan’s manufacturing sector. The industry has established
itself on firm footing by achieving more than 90 percent localization in the production of tractors. The
country is not only meeting the local demand for tractors effectively but producing exportable surplus
as well. Given the fact that Pakistan was a net importer of tractors a few years ago and imported US$
195 million worth of tractors in 2017, it is a commendable feat that the country exported tractors to
the tune of US$ 47 million in FY2021. During Jul-Mar FY2022, Pakistan’s exports of tractors have been
US$ 29.9 million.

Pakistan manufactures the world-renowned Massey Fergusson and New Holland Fiat Tractors under
license from the parent companies. Due to high level of localization achieved, Pakistan’s low-priced
tractors are well- received in Afghanistan and African countries. Botswana, Nigeria and Kenya have
emerged as the largest export destinations for tractors. Most of the tractors manufactured in Pakistan
have engine power between 50-100 HP.

The burgeoning demand in the local market has spearheaded the production of tractors in Pakistan.
During Jul-Apr FY2022, a total of 47,364 units of tractors were manufactured in Pakistan while in the
same period last year 41,589 units were manufactured. A total of 50, 486 units were manufactured in
the previous fiscal year. The tractor industry has also promoted the growth of allied industries. For
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example, the iron and steel sector are the major supplier of raw material to the tractor industry and its
growth hinges on tractor production in Pakistan. Furthermore, tractor parts and raw material are also
being exported worldwide as the allied industries are gradually finding their own feet.

The Agriculture Machinery sector, more specifically the tractor industry, is also promoting the
development of SMEs in the engineering sector. Aside from a few big names, most of the manufacturers
are small businesses that are successfully meeting the local demand. Some of these players have also
established themselves in exports. They manufacture tools and implements that are attached with
tractors such as front loaders etc. These implements are considered complementary parts of tractors
and are essential for tillage and harvesting.

In the Engineering and Healthcare Show, organized by the MOC and TDAP in February 2022, Pakistan’s
tractors and agriculture machinery were in the limelight. The interest of foreign delegates could be
gauged from the fact that two deals worth more than US$ 200,000 were finalized on the spot. It is
expected that Pakistan’s tractor exports will grow in the near future.

Source: Trade Development Authority of Pakistan

3.4.2 Fertilizer Industry

Fertilizer is an important and costly input responsible for 30 to 50 percent increase in
the crop productivity. The overall objective is sustainability and growth in agricultural
sector that should match the growing population for food security and the promotion of
economic growth. There are nine urea manufacturing plants, one DAP, three NP, four
SSP, two CAN, one SOP and two plants of blended NPKs having a total production
capacity of 9,172 thousand tonnes per annum. Total fertilizer production during July-
March FY2022 was 6,833 thousand tonnes which was 2.9 percent more as compared to
the corresponding time of the last year. This increase in fertilizer production is
attributed to supply of gas to Fauji Fertilizer Bin Qasim Limited (FFBL) Plant during
winter season. Urea is main fertilizer having 70 percent share in total production.
Installed production capacity of 6,307 thousand tonnes per annum is enough to meet
local demand subject to the availability of uninterrupted gas and RLNG supply.

Nutrient offtake during July-March FY2022 remained 3,826 thousand tonnes which was
3.6 percent less than the corresponding period of the previous year. Nitrogen and
phosphate offtake were 2,861 and 903 thousand tonnes, respectively, whereas Potash
offtake was 63 thousand tonnes. Offtake of Nitrogen during current fiscal year increased
slightly by 0.02 percent, while offtake of Phosphate decreased by 14.3 percent as
compared to corresponding time frame of the last year.

Urea and DAP offtake remained 5,076 thousand tonnes and 1,534 thousand tonnes,
respectively. Urea offtake increased by 6.5 percent while DAP offtake decreased by 18.6
percent as compared to the same period of the previous year.

3.4.3 Cement Industry

Cement industry of Pakistan remained under pressure since the beginning of FY2022.
This was largely attributed to a revival in construction activities in the second half of
2020 as COVID-19 lockdowns were eased. Since then, the demand for cement was said
to be ‘sluggish’ due to inflation and high commodity prices. It also pinned its marked fall
in exports on political and economic instability in Afghanistan.
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Cement industry showed a decline of 6.3 percent in March FY2022 on Y-o0-Y basis due to
massive decline in exports. Total cement dispatches stood at 5.04 million tonnes (mt) as
against 5.38 mt last year. Domestic consumption grew by 4.02 percent and reached 4.75
mt as compared to 4.56 mt in March FY2021. The largest hit was observed by exports
which drastically decrease by 63.8 percent to 0.30 mt dispatches in March FY2022 as
compared to 0.82 mt during same period last year. This was largely attributed to rising
international freight rates, political and economic instability in Afghanistan and a trade
ban with India.

Fig 3.3: Monthly Cement Dispatches | S ocal  mmS Exports Local  emmmms Exports |
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Source: All Pakistan Cement Manufacturer Association

Northern Region

Domestic consumption in the north recorded at 3.85 mt in March FY2022 as compared
to 3.81 mt dispatches in the same month last year thus showing a slight growth of 1.07
percent. Exports from north plummeted by 71.3 percent and stood at 0.08 mt during the
period as compared to 0.28 mt same period last year.

Southern Region

Domestic consumption in the south increased by 18.9 percent and reached to 0.90 mt in
March FY2022 as compared to 0.75 mt in March FY2021. While exports from the region
decreased by 59.8 percent, from 0.53 mt to 0.21 mt in March FY2022.

Cumulative Dispatches

Total local dispatches during July-March FY2022 slightly decreased by 0.03 percent to
36.17 mt from 36.18 mt last year. While, total exports clocked in at 4.64 mt (-35.04
percent) against 7.15 mt during the same period last year. Local dispatches from the
northern region decreased by 2.27 percent, while southern region dispatches surged by
12.3 percent. Exports from the north nosedived by 64.5 percent, while south witnessed
fall of 24.3 percent growth during the period.

Cumulative dispatches (local & exports) posted a decline of 5.8 percent and reached
40.82 mt during July-March FY2022 against 43.32 mt in the corresponding period.
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Table 3.9: Cement Production Capacity & Dispatches (Million Tonnes)
Years Production Capacity Local Exports Total
Capacity Utilization (%) | Dispatches Dispatches

2006-07 30.50 79.23 21.03 3.23 24.26
2007-08 37.68 80.14 22.58 7.72 30.30
2008-09 42.28 74.05 20.33 10.98 31.31
2009-10 45.34 75.46 23.57 10.65 34.22
2010-11 42.37 74.17 22.00 9.43 31.43
2011-12 44.64 72.83 23.95 8.57 32.52
2012-13 44.64 74.89 25.06 8.37 33.43
2013-14 44.64 76.79 26.15 8.14 34.28
2014-15 45.62 77.60 28.20 7.20 35.40
2015-16 45.62 85.21 33.00 5.87 38.87
2016-17 46.39 86.90 35.65 4.66 40.32
2017-18 48.66 94.31 41.15 4.75 45.89
2018-19 59.74 78.48 40.34 6.54 46.88
2019-20 63.63 75.14 39.97 7.85 47.81
2020-21 69.26 82.93 48.12 9.31 57.43
July-March

2020-21 69.26 83.41 36.18 7.15 43.32
2021-22 51.94 78.58 36.17 4.64 40.82

Source: All Pakistan Cement Manufacturers Association (APCMA)

3.5 Small and Medium Enterprises

Small and Medium Enterprises (SMEs) are indispensable to the progress of the nation as
it contributes significantly to the economic and social development of the country in a
myriad way: create employment opportunities, foster human resource development and
stimulate value addition to the economy.

To support SMEs to play their due role in economic development, Small and Medium
Enterprises Development Authority (SMEDA) has taken various initiatives. The
organization has an all-encompassing mandate of fostering growth of the SME sector
through its portfolio of services including business development services, infrastructure
development through establishing common facility centers, industry support for
productivity enhancement and energy efficiency, human capital development through
its training programs, and SME related projects with national and international
development partners. Key activities / achievements of SMEDA during July-March
FY2022 are shown in Table 3.10.

Table 3.10: SMEDA Over the Counter (OTC) Services

Sr. No. Initiatives July-March FY2022
1. SME Facilitation 4,314
2. Pre-feasibility Studies Development (New & Updated) 68

3. Investment Facilitation (RS million) 579.5
4. Business Plans 15

5. Training Programs 203
6. Theme Specific Helpdesks 74

7. Cluster / District Profiles (New and Updated), Diagnostic / Value Chain Studies 16

8. SMEDA Web Portal (Download Statistics) 366,995
9. SME Observer 1 Issue
10. SMEDA Newsletter 3 Issues

Source: SMEDA
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National SME Policy 2021

Rapidly changing economic environment requires policy and institutional focus that can
make SME sector of Pakistan competitive in international markets and fulfill the multiple
agenda of employment creation, new enterprise development, increased exports, and
enhanced contribution to GDP. In this regard, approval and launch of National SME
Policy 2021 (Box-III) is an important milestone to revitalize and rejuvenate SME sector
to realize the target of inclusive economic growth.

Box-III: National SME Policy 2021

Government has launched the National SME Policy 2021 in January 2022, underlining the importance
of supporting small businesses and startups with key performance targets to be achieved by 2025
includes:

» Increasing the economic contribution of SMEs via sustaining a growth rate of small scale
manufacturing by 9 percent, services sector SMEs by 10 percent, average employment by 5 percent
and exports by 10 percent per annum.

» Making SMEs more competitive & productive via increasing credit to Rs 800 billion and number of
borrowers from 172,893 to 700,000

» Number of registered businesses to grow by 10 percent per year.

Policy envisions to introduce following initiatives under key thematic areas:

1. SME Definition: Adoption of single definition for SMEs across Pakistan:

Enterprise Category Criteria
Annual Sales Turnover

Small Enterprise (SE) Up to Rs 150 million

Medium Enterprise (ME) Above Rs 150 million to Rs 800 million

Start-up A small enterprise or medium enterprise up to 5 years old will be
considered as Start-up SE or Start-up ME

The SME Definition enunciated in National SME Policy 2021 has been adopted by the State Bank of
Pakistan through amendment in SME Prudential Regulations vide IH&SMEFD Circular No. 05 of 2022
dated March 29, 2022.

2. Regulatory & Tax Environment

i. SME Regulatory Reforms: A total of 167 reform proposals have been identified and within a
short span of time, 112 reform proposals have been implemented. Furthermore, no NOC regime
for SMEs & Start-ups, BMR through a Risk Based Assessment Model, Self Declaration, Time Bound
Approvals regime, E-inspection Portal and Sample Based Audits shall be instituted to simply
regulatory regime for SMEs.

3. Simplified Taxation Regime: SMEs falling under particular size thresholds have been provided
an option to opt for a presumptive tax regime and or normal tax regime with reduce taxation rates,
minimal audit and reduced interface with the government. Other incentives include, single point
collection of taxes and levies, progressive reduction in Withholding Tax with corresponding
increase in formalization and Sales/ Income Tax receipts, no audit under presumptive regime,
minimal audits un