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Reports indicate that the visiting Saudi delegation is a business delegation focused on investments
and not empowered to take decisions on allowing Pakistan oil on deferred payment or extending a
‘gift’ desperately needed in support of the balance of payment position as these decisions are
possible at a much higher level. The visiting Saudi delegation however is certainly enabled to take
decisions on investments in key infrastructure sectors in Pakistan. This accounts for the visit by the
delegation to various locations where investment is desperately required, including Reko Diq with
large gold and copper reserves (that have remained unexplored due to legal complications) as well
as Gwadar port where there is mention of setting up an oil city with Saudi investment.

At present, Pakistan needs around 12 billion dollars, besides inflows from traditional sources, on an
emergent basis to be able to meet its requirements for the current fiscal year as stated by the
Federal Finance Minister Asad Umar, a figure independent economists’ claim is closer to 18 billion
dollars. The supplementary budget’s contribution to reducing the requirement of 12 billion dollars is
considered to be minimal mainly because the 92 billion rupees Umar envisaged from improved
technology is unlikely to be generated if past precedence is anything to go by while smuggling may
eat into the projected revenue due to raising of regulatory duties on a range of imports. Given this
background, the visiting Saudi delegation had raised expectations considerably - expectations
further fuelled by Information Minister Fawad Chaudhry which clearly are unlikely to be met by a
delegation focused on investment. However, unconfirmed reports circulating in the federal capital
claim that Prime Minister Imran Khan has already reached an agreement on these matters during his
recent visit to Saudi Arabia, which may explain the complacency. But if this is indeed the case then it
is necessary to share the details with parliament, that in turn, would ease market concerns and arrest
the rupee erosion and stabilise the bearish stock market.

Be that as it may, Business Recorder has learnt on condition of strict anonymity that there has been
an agreement with the Saudis for sale of four RLNG power plants established in the public sector
during the tenure of the PML(N) government. The speed of the sale is critical and may depend on
several factors including no legal challenge to the sale by either the existing staff of these units or
members of the opposition. Privatisation in Pakistan has been fraught with strike action and legal
challenges and one would hope that national economic interest is held paramount by all.

The rate of effectivity of direct foreign investment or inflow/privatisation proceeds is dependent on
a number of factors including the absorption capacity of the host country that, in turn, is premised
on the state of technology of local firms. Marcin Kolasa, National Bank of Poland, Working Paper No.
42, maintained that: (i) the higher the technology of existing local firms the higher their absorption
capacity and proposed either directly subsidising firms investing in knowledge or through
countrywide policies supporting human capital formation; (ii) reforms that increase competition
particularly with respect to firms supplying technologically advanced firms would fuel growth; and
(iii) policies that attract both local and foreign investors must be encouraged and in this context, he
suggested enhancing modern infrastructure, increasing the quality of institutions and improving
other fundamentals of economic growth. Pakistan at the current state of its economy is unlikely to
be able to take these suggestions based on empirical research on board, however, this must indeed
be the long-term vision of the Khan administration.

To conclude, even if the country were to realize 5 to 6 billion dollars from privatising RLNG and
other power plants yet another 6 to 7 billion dollars would be required to meet the country’s
expenditure and other needs. This would necessitate slashing current expenditure, seeking a
voluntary reduction in outlays of civilian and military expenditure, reducing subsidies and/or going
on an International Monetary Fund bailout package.
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