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‘What is the plan beyond stabilisation?’
— Dr. S. Akbar Zaidi, Executive Director, IBA

rofessor Dr. S. Akbar
P Zaidi has been the

Executive Director of
the IBA since January
2020 and his second tenure
runs till January 2028. He
is a renowned political
economist with an experi-
ence of more thanfour
decades of teaching and
research in Pakistan and
abroad. His areas of inter-
est in research include
political economy, devel-
opment, the social sci-
ences, and history.

He completed his PhD in
History from the
University of Cambridge in
2009, MPhil in Economics
from the University of
Cambridge in 1993, MSc
in Social Planning in
Developing Countries from
the London School of
Economics and Political
Science in 1982 and BSc
(Hons.) in Economics from
University College London
in 1980.

Prior to his appointment
as the Executive Director,
IBA Karachi on January 7,
2020, Dr. Zaidi served as
Professor at Columbia
University, New York and
held a joint position at the
School of International and
Public Affairs (SIPA), and
at the Department of
Middle Eastern, South
Asian, and African Studies
(MESAAS), from 2010 to
2020, when he became the
Executive Director of the
IBA. Previously he taught
at the School of Advanced
International Studies,
Johns Hopkins University,
from 2004-2005 as a
Visiting Professor. and was
also associated with the

Applied Economics
Research Centre,
University of Karachi, as a
Senior Research
Economist between
1983-96.

BR Research recently
engaged in an insightful
conversation with Dr.
Zaidi, where he candidly
addressed the challenges
facing Pakistan’s economy,
the evolving relationship
between industry and acad-
emia, and IBA’s growth
trajectory. Below is an
edited excerpt from the
discussion.

BR Research: Let’s
begin with a broad
overview—how do you
assess the current state of
Pakistan’s economy, par-
ticularly over the past
two years?

Akbar Zaidi: There is
no question that the econo-
my seems to have stabi-
lized quite markedly. Key
indicators, which matter a
great deal—after the inter-
im government and then
with the IMF program—
have stabilized. Inflation
has come down remark-
ably. The rupee-dollar par-
ity is now going to shift a
little bit. The current
account is now positive.
So, the numbers are all

very good.
BRR: While the macro-
economic indicators

appear to have improved,
do you believe this stabi-
lization has translated
into real economic recov-
ery and growth?

AZ: The numbers are
good. Is the economy
good? That's the question.

What does it mean to say
that the numbers are good?
Certainly, you need stabili-
ty; you need the right indi-
cators. Our entire economy
is being run by the IMF to
the extent that we don't
even need a finance minis-
ter. The IMF is determin-
ing what our economy is
like and how it is stabi-
lized. One has to give cre-
dence to the fact that they
have managed it a little bit.

But some numbers are
really, really worrying at
the moment. I think the
likelihood of rain and the
climate effect on agricul-
ture is very severe. The
cotton crop this year is
bad. There has been an
abundance of wheat this
year, but the indications
are that wheat production
may not be good—and
even next year, it might not
be good.

Large-scale manufactur-
ing is hardly moving; it is,
in fact, negative. Our
exports have not grown
substantially. And now,

with the Trump tariffs, I
think other countries with
lower tariffs will have a
slight advantage—but
there is room to capitalize
on this as well. Importantly
on account of our economy
slowing down over the last
five years, poverty has
risen to 44 percent and
unemployment remains

very high. Without growth, f
we are stuck in a stable |

poverty trap. What is the
plan beyond stabilization?

BRR: Remittances now
play a central role in the
economy. Do you view
this growing reliance as
sustainable, or does it
present long-term struc-
tural concerns for
Pakistan?

AZ: Our economy has
become remittance-driven.
I think about 8 or 9 percent
of our GDP is from remit-
tances. | am not a remit-
tance fan. I think it is very
important—it supports the
balance of payments, it
supports our current
account, and so on—but it
compromises us on many
levels. I mean, like with
Saudi Arabia, the UAE,
and now increasingly with
the US.

There are sovereignty
and political economy
issues which compromise
us. Our economy is sub-
servient to geopolitical and
non-economic concerns
since we are dependent on
remittances. Questions of
autonomy and sovereignty
loom large. I think we are
the sixth largest in the
world in terms of generat-
ing workers’ remittances.
It should ideally be a safety
net. For us, it is a main
export. We are very proud
of the fact that our remit-
tances may be $41 billion
this year. Good—but we
are also losing a lot of tal-
ent and qualified people
who want to go abroad.

One very prominent
Pakistanicalled this a
‘brain gain’, which I think
is a ridiculous assessment.
This is not a brain gain.
You are losing quality peo-
ple. When it comes to
academia, a lot of
good faculty members are
leaving.

Coming back to the
economy—there is no
question that we are in a
position of stability. From
chaos, from going down,
there is a great deal of sta-
bility. I think we have
managed the Imran Khan
political problem because
the military and the civil-
ian government are one
and the same. They are not
even on the same page
anymore. They are one
government.

I give full marks to the
government and the IMF
for stabilizing the econo-
my. That said, I am still
worried about what hap-
pens nextbecause I don't
think there's been enough
structural transformation. I
don't think there's been
enough intervention in our
economy.

BR Research: Do you
think part of this per-
ceived economic stabi-
lization is simply because
the economy had already
hit rock bottom, and
there was nowhere left to
go but up?

AZ: No, I think rock bot-
tom was Sri Lanka. Rock
bottom could have been
Bangladesh or Argentina—
although Argentina has
completely had a turn-
around in recent months.
They are doing exceptional
things. We've been
catchingup on Argentina
because it is, in many
ways, very similar. We
have had 24 IMF pro-
grams; Argentina is at 23.

But was it our rock bot-
tom? Not necessarily. |
think the dollar-rupee rate
was getting out of hand
and has been much more
stable since.

The IMF and World
Bank have reduced our
GDP growth projection for
this year from about 3 to
about 2.7 percent. But
that's also significant—and
that's the problem: we are
going to have a trade-off or
a problem of stability ver-
sus growth. Once we start
growing, our imports
increase, and that brings

current account issues. So,

this trade-off always
remains once we start
growing. We haven’t had
that spurt of growth for any
length of time.

BR Research: Do you
think we may not even
have the capacity to grow
at 5 percent for at least
three years?

AZ: Our poverty rate is
44 percent, as quoted by
the World Bank, and has
not come down. To tackle
that, you need high growth;
you need some form of
equitable distribution. [
don't see any policy toward
that. Holding steady for a
year is good—but you can't
continue to hold steady
forever. If you do, poverty
will grow, growth will not
take place, and you will
have that problem.

BR Research: Where
do you see the growth
coming from, in terms of
sectors? The LSM is in
the red, and there are few
sectors at a level even
below the base period of
2016. A lot of that proba-
bly will never be recov-
ered. Agriculture is bare-
ly hanging in there. So
where will this growth
come from if we talk
about it on a sustainable
basis?

AZ: 1 think it will have
to be in the long term—
basically the software ser-
vices sector, like IT, for
example.

IT is the fastest-growing
export, and these people
don't realize that by cutting
Twitter, by cutting the
internet—they’re hurting
it. There’s one shark in the
ocean who only says that
where the "Pakistan’s
cable" is written, go and
cut it. That’s the most
ridiculous policy the gov-
ernment has. On the one
hand, it talks about exports
and growth, and on the
other, it puts restrictions on
the internet and hence, on
technology. The possibility
of growth in Al means
nothing with such con-
straints and hurdles.

I think we need to open
up for freelancers and give
tax rebates—because that’s
also foreign income com-
ing in. It creates employ-
ment, productivity, brings
in export earnings—and
people don’t have to leave
Pakistan.

I don't really see a sub-
stantial increase in manu-
facturing.

There is a political econ-
omy problem with our
economy. It’s not just the
tax rate. There are other
institutions that are very
powerful, which have an
impact on the economy
and also on the politics of
this country.

I think another major
problem that these guys
have not been able to
address is the solar tariff
issue and the IPP issue. It
is still a major overhang
and has implications for
the economy, for costs, and
for our exports. Exporters
are also suffering because
of the cost involved in pro-
duction.

BR Research: You
mentioned solar and
IPPs—could you clarify
what specific issues
remain unresolved in this
area?

AZ: 1 think one good
thing that has happened
due to high electricity tariff
rates on-grid is that people
have shifted to solar. The
bad thing is that only the
rich have been able to
shift.

They should rethink the
whole strategy—which we
have been talking about.
My preference would be
that anyone who has solar
should use it. Nobody
needs to buy that energy. I
mean, it should not go

back into the transmission
line. We are already over-
producing. We have excess
capacity—and that’s espe-
cially true at night.

But I think solar should
be encouraged for private
users and for commercial
users. There should be a
policy to allow solar to be
sold to other users as well.

BR Research: Yes, and
you do not advocate for
being in the business of
buying it back at lucra-
tive rates?

AZ: Not at all. I think
there should be a separate
market for solar selling and

buying.
If it's not the govern-
ment, big companies

should be allowed to pro-
duce solar or wind electric-
ity and rent government
transmission lines if they
want. But the government
should not be the sole pur-
chaser. I think a secondary
market should be allowed
to emerge for solar.

A major burden on con-
sumers, industry, and
exporters has been electric-
ity—and I think that is the
starting point. They have
made some progress—they
have renegotiated some
contracts—but I think a
more aggressive policy is
needed.

BR Research: In your
view, what are the top
two or three structural
reform areas that
Pakistan must urgently
focus on to ensure long-
term economic stability?

AZ: It’s a cliché, but
rationalize the taxation
structure. What they are
doing is taxing high-
income earners more and
more. It's a disincentive to
hire more people; it’s a dis-
incentive to expand your
business—and it’s an
incentive to leave the
country.

So, it's one way of push-
ing out talent, discouraging
talent. I think trade and
retail, which they are afraid
to tax, must be brought
into the tax net. It’s a polit-
ical issue, but somebody
has to bite the bullet. This
is a major failure in our
economic system.

Second, there has to be
far greater documentation
of the economy—not just
who is paying taxes and
who is not, but land taxa-
tion and land records, for
example. Yes, a lot of
these issues related to taxa-
tion are now provincial
subjects. The provinces
need to be held more
accountable. The provinces
are actually very happy
because they don’t have to
worry about the federal
debt. They don’t have to
deal with reforms and
institutions.

So, taxation is the
biggest reform needed.
And they don’t need anoth-
er taxation commission.
There have been about 17
commissions. They are all
saying the same thing. It is
time to act.

Additionally, it is proba-
bly not the best time to say
this, but India and Pakistan
have to sort out their politi-
cal and trade relations.

I think regional trade has
to be an important element.
We might start some trade
with Bangladesh now
because of changes there.
That has to be built up.
There is a growing mar-
ket—smaller in size but
growing. The growth rate
is better. They are sorting
things out.

But I think India and
Pakistan must sort out their
political, foreign, diplo-
matic, and economic con-
ditions for the betterment
of this region.

If you want to look at
reform, we are way behind
other countries in all forms
of education—and girls’
education needs to be at
the forefront of any sort of
reform we talk about.

Another step should be
the disbandment of the
SIFC. The military should
not be involved in the eco-
nomic management of this
country.

I have been saying for a
long time that there should
be devolution. You can go
beyond the four provinces
and make some of the
Divisions into provinces..

There has to be some
demographic restructuring
of our provinces. There has
to be more accountability
of provinces.

My assessment is that
urban Pakistan is now
about 65 percent of
Pakistan. We are now pri-
marily an urban society, an
urban country, and urban
economy. Look at our eco-
nomic consumption, where
people live, access to ser-
vices, and all of those
things.

Urban property tax, for
example, needs to be a
major potential source of
revenue for local govern-
ment and provinces.

BR Research: While
property taxes do exist in
various forms, are you
suggesting a transaction-
based tax, an annual
ownership tax, or
something different alto-
gether?

AZ: Both—owning
property and on transac-
tions. Agriculture tax
should be a major source
of income.

The federal government
should reduce its payments
to the provinces because
the provinces are not con-
tributing enough. They

need to match the
resources that are being
provided.

BR Research: Are you
in any way suggesting a
revisit of the NFC Award
or a complete overhaul?

AZ: 1 think there should
be more distribution to
provinces; however,
provinces need to match
the resources coming from
the federal government. I
like the 18th Amendment.
It should be made stronger.

There is always room for
discussion. But the
Seventh Finance
Commission Award was
many years ago. There is a
need for another one. So,
the provinces and federa-
tion need to sit together,
and the CCI needs to meet
regularly to address the
Finance Commission.

BR Research: We keep
talking about the govern-
ment’s excessive foot-
print in businesses. You
used to support the gov-
ernment’s active role in
running businesses at one
point. What is your view
today?

AZ: 1 was less in favor
of privatization earlier but
have moved closer to the
view that there needs to be
restructuring, reform, and,
if necessary, privatization.
However, there also have
to be regulatory bodies
with teeth that monitor the
nature of reforms taking
place.

I think there is a major
need for restructuring or
privatization of PIA and
Pakistan Steel Mills. These
are not functional and
should be closed down. I
don’t want taxpayers’
money going to pay 11,000
people who are employed
only on paper—much of
this money is lost in
patronage and leakages.

BR Research: When
you refer to regulatory
bodies, are you also sug-
gesting that they should
have a role in price con-
trol, or should prices be
determined purely by
market forces?

AZ: Price determination,
when left to market forces,
could be abetter option in
most cases. But there has
to be some oversight in
manycases. The market is
never enough, regulation is
essential where needed.

BR Research: Do you
believe that foreign
investment potential is
influenced in countries
like Pakistan, where gov-
ernments may lack broad
public support?

AZ: 1 do not think for-
eign investors look at a
regime’s democratic cre-
dentials or lack thereof
while investing in any
country. There’s a lot of
authoritarianism in the
world. India is an example.
Indonesia is another. The
Philippines another, China,
perhaps the best example.
That doesn’t stop foreign
investors.

When the central bank
put a cap on the money
that foreign investors could
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take out—due to a foreign
exchange crisis—that
impacted investor senti-
ment. Why would anybody
want to invest here?

To answer your question,
I don’t think foreign
investors are shying away
from Pakistan because of
the political situation.
They’re shying away
because the broader condi-
tions are not being met.
There are geopolitical con-
sequences in Balochistan,
Khyber Pakhtunkhwa, and
other areas. There is broad-
er instability, but it's not
about who is running the
government.

If I had money, I would
think of investing in
Bangladesh, Sri Lanka,
India, and Vietnam, as
many Pakistani entrepre-
neurs are doing.

BRR: As we discuss the
evolution of Pakistan's
economic landscape, has
academia also recognized
these changes over the
past five to ten years? Is
there an understanding
that Pakistan's next
phase of sustainable eco-
nomic growth may not
come from the traditional
sectors?

AZ: Excellent question. I
think we are way behind
the world in academia, and
academia itself is behind
the real world. We’re not
even catching up.

I think we’re beginning
to understand what’s hap-
pening. One thing is that
we have started producing
graduates for export. A lot
of our students—once they
graduate, not just from
IBA but from quality insti-
tutions all over the coun-
try—want to move abroad.
I’m not in favor of this
migration model because it
feels like the eighteenth
century. We are sending
educated slaves abroad to
send us money. But it is
something that’s going to
continue, and can’t be
stopped.

Two or three things can
be done: we need to give
skills to our graduating
university students, who
represent a very small per-
centage—just 4 to 5 per-
cent—of our population.
We need to equip them
with skills that allow them
to interact with what’s hap-
pening, if not globally,
then at least regionally, in
terms of tech, finance, and
medicine.

We are not producing
quality graduates who can
address many of the prob-
lems that exist in Pakistan.
We’re producing some

who can go abroad and get
us foreign exchange, but
that’s not a model I
endorse.

I think there are far
greater possibilities within
Pakistan that these gradu-
ates can pursue. For exam-
ple, if capital is available,
many of our graduating
students can start entrepre-
neurial ventures and local
enterprises as well.

You’re right that large-
scale  manufacturing,
small-scale manufacturing,
and the export market are
going to take a hit because
of electricity costs, tariffs,
and other issues. But we
need new ways of thinking
about how academia can
interact with industry. I
think elite institutions are
in tune with what’s hap-
pening in the industry. But
beyond that, we are just
producing generalists.
Universities in Pakistan
give degrees not education.

The area of science and
technology is completely
ignored. There is very little
research taking place. In
terms of research across
social sciences, natural sci-
ences, and other disci-
plines, we are far behind.

Academia, in terms of
technology, ideas, knowl-
edge, and regional and a
global footprint, is lagging
far behind where the
demand exists—both in the
local and international
markets.

One trend that has
emerged in the last 10 to
15 years is that fresh grad-
uates are moving away
from the typical corporate
9-to-5 jobs. Academia,
overall, is not doing well in
terms of aligning with mar-
ket demand or ensuring
quality. However, certain
sectors—Ilike social sci-
ences—are seeing gradu-
ates enter financial ser-
vices, media, and tech
firms.

One aspect is that stu-
dents are studying political
science, history, or psy-
chology, and they’re being
trained in a way that equips
them with skills to think
critically, write effectively,
and communicate—skills
that companies increasing-
ly require.

The most competitive
program to get into at IBA
is not BBA or Accounting
and Finance, Business
Studies—it’s now
Computer Science, and
IBA’s programis one of the
best in Pakistan. This year,
we are also launching an
undergraduate program in
Business Analytics.

We are now trying to
respond to domestic,
regional, and global market
demands, while acknowl-
edging that we are still far
behind. The unemployment
rate of IBA students is
almost zero.

BRR: IBA has just
completed 70 years.
What is your message on
the occasion?

AZ: This is the 70th year
of IBA, but sometimes
legacy can be a burden. [
am only interested in the
last five and the next
tenyears. Just last month,
IBA was awarded the pres-
tigious Association to
Advance Collegiate
Schools of Business
(AACSB) accreditation,
joining the top 6% of the
world’s leading business
schools with this highly
sought-after recognition.
Only 1,060 universities
worldwide have this
accreditation. It’s a great
achievement for us and
affirms that we’ve been
doing something right. We
feel very privileged and
proud, especially as a pub-
lic-sector university in a
province like Sindh.

IBA also carries a lot of
social clout and influence,
which naturally helps us.
Although we are owned by
the Government of Sindh,
they do not interfere in our
management affairs. As a
public-sector university,
we welcome students from
all backgrounds, and 30
percent of our students are
on financial aid. We spend
Rs1 billion annually on
financial aid, thanks to our
strong financial position,
bolstered by endowments
and alumni support.
Financial independence is
one of the reasons we’ve
been able to meet interna-
tional standards.

Our financial systems are
transparent. We are audited
by international firms like
KPMG, BDO, as well as
by the Government of
Sindh and our internal
auditors.

We are in a financial
position that allows us to
make decisions that other
public-sector universities
cannot. | believe we are a
strong example of how the
public sector can function
effectively—and that oth-
ers in the public sector can
too. The IBA is a model of
remarkable success of the
public sector and other
public sector institutions,
especially universities, all
across Pakistan, should
learn from such success
stories.
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