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              8th March, 2019 

 
 
Passage of Second Amendment Bill 
The finance supplementary second amendment bill 2019 was passed by the National Assembly that, 
as Finance Minister Asad Umer rightly claimed, was “not a revenue mobilization bill but an 
incentive package for industry, trade and business.” Disturbingly, there is a wide divergence between 
government supporters and independent economists with respect to the cost of the package with the 
government calculating the cost of the bill/package at 6.8 billion rupees and independent economists 
supported by Business Recorder quantifying it at over 140 billion rupees. The impact, therefore, on 
the budget deficit which, in turn, would have serious implications on the rate of inflation that Bilawal 
Bhutto Zardari rightly pointed out was already too high at 8 percent eroding the quality of life of the 
poor - an income group which the PTI administration constantly emphasises is its focus - would at 
the rate of revenue generation and expenditure account projected in the two supplementary finance 
bills raise the deficit to over 7 percent by the end of the fiscal year. 
 
Umer then went on to compare the rate of inflation during the first six months of the past three 
administrations: 10 percent during the PPP-led coalition government, 10.9 percent during the PML-N 
government and 3.6 percent during the incumbent government. This claim has at least four major 
flaws from the perspective of economic theory. 
 
First and foremost, this newspaper challenged data presented by the Pakistan Bureau of Statistics 
claiming that during the first six months of Pakistan Muslim League-Nawaz government, prices of 
daily use commodities registered a 6.5 percent increase, whereas in the first six months of the PTI 
government only 1.4 percent increase was witnessed. This claim has never been backed by 
supporting data and repeated requests by Business Recorder requesting how this was calculated have 
been ignored by the PBS – an attitude reminiscent of the Ishaq Dar years of massive data 
manipulation. In other words, the incidence of inflation cited by Umer can be challenged on similar 
grounds. 
 
Second, the finance minister ignored the cause of inflation during the first six months of the three 
successive administrations. The PPP-led coalition government installed end March 2008 inherited an 
unsustainable budget deficit of over 7.2 percent compelling it to begin economic stabilisation 
policies that required a cut in expenditure and a raise in revenue on an emergent basis. It presented 
the budget in June and acknowledged that economic stabilisation policies were critical to turn the 
economy around and opted to go on an International Monetary Fund (IMF) programme for similar 
reasons as are relevant and being debated today. However, one point of departure in 2008 was the 
fact that inflation was largely imported at the time as international oil prices had reached a high of 
140 dollars to a barrel in 2007 and the Musharraf government opted for the disastrous policy of 
massively subsidising domestic oil prices for political reasons. 
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The PML-N government inherited a deficit of over 8 percent, mostly domestic debt as the Zardari-
led government refused to implement the power sector and tax reforms agreed with the IMF thereby 
choking off all budgetary support from multilaterals and bilaterals by 2010. The PML-N reopened 
the avenue of budgetary assistance by going on yet another IMF programme and presented the 
budget for 2008-09. In addition, Ishaq Dar cleared the energy sector circular debt during the last days 
of the fiscal year 2007-08 and began an economic stabilisation programme focused on reducing the 
budget deficit. The PML-N frittered away the gains from the fiscal space created by a massive 
decline in the international oil price (which had a positive impact on domestic inflation as well as by 
artificially controlling the price of gas) through a significant increase in non-oil imports made 
attractive because of an overvalued rupee (while exports were made unattractive). 
 
Thus a low rate of inflation was inherited by the PTI government and finance minister would do well 
to recall that it came to power in the third week of August and six months down the line it has yet to 
undertake economic stabilisation measures that would reduce the deficit and thereby reduce pressure 
on prices. And has yet to present an informed accounting (with revenue balancing expenditure) 
required of a budget. 
 
Thirdly, the inflation rate today is 8 percent, and that is the current rate of inflation that is relevant, 
and thus quoting a rate for the first six months given that his government assumed power on 20 
August and did not present the first amendment bill till the third week of September (current figures 
show the bill was unrealistic in terms of revenue generation as in previous administrations while 
current expenditure exceeded the budgeted amount) shows foot dragging in spite of the rising 
urgency to undertake economic stabilisation measures. 
 
And finally, Umer has rightly claimed that the previous administration borrowed heavily 
domestically and from abroad but failed to mention that the incumbent government: (i) has also 
borrowed heavily from friendly countries, 6 billion dollars from Saudi Arabia and the UAE and 2.5 
billion dollars being negotiated with China are loans repayable in a year’s time, and the oil deferred 
facility is up to 6 billion dollars also payable by the end of the year though applicable for three years; 
(ii) and domestic borrowing during the PTI government is in excess of 3 trillion rupees, higher than 
in previous years. Both these policies are highly inflationary as they raise debt servicing and 
repayment as and when due component of the budget and without a commensurate decline in 
expenditure deficit will continue to rise. True that borrowing by the PTI administration was 
necessary to stave off the spectre of default but that has, in no way, put the country on the path 
towards macroeconomic stabilisation. 
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