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There is a consensus in the country that on the eve of the departure of the Abbasi-led administration, 31 
May, the state of the economy required immediate remedial measures to first arrest and then reverse 
disturbing trends ranging from an ever widening current account (17.9 billion dollars for 2017-18) and 
budget deficits (estimated at 7.5 percent for last year), to sustained poor governance in the power sector, 
to depleting foreign exchange reserves estimated at 9.06 billion dollars as of 19 July 2018, less than two 
months of imports. 
 
There was much speculation prior to the appointment of the caretaker setup that the establishment was 
proposing an economist as the caretaker prime minister, or in a lead role, given the state of the economy. 
That speculation died its natural death when former chief justice Nasirul Mulk was appointed as the 
caretaker prime minister. Reports indicate that even though Mulk agreed to appoint a finance minister 
who was qualified and experienced yet he interprets the mandate of the caretaker government in a very 
limited manner, and consequently, barred the caretaker finance minister from taking appropriate 
mitigating measures whose urgency is increasing by the day. Dr Shamshad Akhtar's critics however 
maintain that her experience is limited to looking at the problem from a multilateral donor perspective 
rather than from the perspective of a finance minister; and her prior experience as Governor of the State 
Bank of Pakistan (SBP), during military dictator Musharraf's tenure (that overlapped the Zardari tenure 
who chose not to grant her an extension), was in an institution that has never had the autonomy to take 
decisions independent of the Ministry of Finance which, in turn, has invariably been guided by to take 
account of political considerations. 
 
The relevant questions today are three-fold: is Nasirul Mulk's interpretation of the Elections Bill 2018 
appropriate? Does Mulk's interpretation that bars Dr Akhtar from taking remedial measures leave the 
economy worse off than during the tenure of the Abbasi-led government that ended on 31 May? What 
measures has Dr Shamshad Akhtar taken, if any, to-date that provide a comfort level to the next 
government? 
 
The Elections Bill 2018 clause 230 stipulates that caretakers can only (a) attend day to day matters 
necessary to run the affairs of government, and (b) restrict themselves to activities that are routine, non 
controversial and reversible by the future government. The caretakers simply cannot: (i) take any major 
policy decision except on urgent matters, (ii) enter into any major contract or undertaking detrimental to 
public interest, or (iii) enter into any major international negotiation with any foreign country or 
international agency or sign or ratify any international binding instrument except in an exceptional case. 
 
The caretakers deemed it within their mandate to proceed with the scheduled meeting (24-29 June) with 
Financial Action Task Force (FATF) to avert being placed on the black list as an exceptional case; and 
presented a 26-point action plan that was accepted by the FATF and would have to be implemented by 
the next government. These 26 points were not shared with the three major national parties and the next 
(elected) government may decide to renegotiate the implementation period (6 to 15 months) and/or any of 
the points agreed. 
 
The caretakers, however, have decided not to engage with the International Monetary Fund (IMF) for a 
bailout package which is a foregone conclusion given the state of the country's foreign exchange reserves 
and the widening current account deficit; nonetheless they did take the decision to raise rates by 100 
basis points to 7.5 percent - a decision announced by the State Bank of Pakistan and widely believed to 
be a pre-loan condition for an IMF bailout package given the recommendation of IMF staff to raise rates in 
its reports on Pakistan during 2017-18 fiscal year. This claim is strengthened given that the caretaker 
Finance Minister publicly acknowledged on 14 July that the spadework for IMF bailout package has 
begun. 



 
The caretakers passed on only 50 percent of the suggested petroleum and products prices recommended 
by Oil and Gas Regulatory Authority (Ogra) in the second week of June (a decision that the Abbasi-led 
administration had deferred to the caretakers - a cowardly and indefensible position given that decisions 
on petroleum prices are to be taken on the last day of each month). Ogra's recommended price is based 
on keeping total revenue collected from these products unchanged from one month to the next and hence 
the caretakers' decision was tantamount to a widening of the budget deficit. The caretakers passed on 
Ogra-suggested rates on the last day of June; however, after much public hue and cry the caretakers 
acceded to public demand no doubt by invoking its mandate which bars it from entering into any contract 
or undertaking detrimental to public interest. The impact of this decision on raising the deficit and thereby 
inflation with a consequent impact on public interest was ignored. 
 
During her first press conference, Dr Akhtar on 12 June stated that the budget deficit is around 6.1 
percent and indicated that she was not aware of how high it would go by the end of the fiscal year on 30 
June 2018. Finance Ministry sources indicate that the budget deficit figures for last year remain 
provisional but estimated them at 7.5 percent which indicates that the deficit rose by a whopping 1.4 
percentage points from 12 June to 30 June reflecting poorly on the performance of the caretakers. 
 
Dr Akhtar announced that the rupee value would henceforth be allowed to be determined by market 
forces, the eroding foreign exchange reserves could no longer sustain market intervention by the SBP. 
The rupee value has been steadily declining since then. On 21 May 2018 the rupee dollar parity closed at 
115.4 rupees to one dollar (open market) while the inter-bank rate was 115 rupees to the dollar. On 20 
July the inter-bank rate on offer was 128.5 rupees to the dollar while the open market rate was 129.7 
rupees to the dollar. In other words, total depreciation of 11 percent is attributed to the caretakers. 
 
By end May 2018, as the tenure of the PML-N ended, balance of trade was negative 3.67 billion dollars 
(exchange rate 115.4) and rose to negative 3.8 billion dollars (exchange rate 118.9). Total trade deficit 
was 36.2 billion dollars in 2017-18 compared to 31 billion dollars the year before. The July 2018 figure in 
dollar terms is going to be a lot higher with the eroding rupee value. In other words, the trade deficit, a 
major contributor to the current account deficit, increased during the caretakers' tenure and the decision 
to allow market forces to determine the rupee rate has not yet had a positive impact on either increasing 
exports or reducing imports. However, one must acknowledge that the reserves are too low to prop up the 
rupee and the caretakers had no option but to allow the market to set the value of the rupee. 
 
To conclude, the economy would certainly show worse macro-economic indicators than when the 
caretakers began their tenure. Dr Akhtar's critics maintain that if she was constrained from taking 
emergency measures that are urgently required then she should have resigned in protest. The tendency 
not to tender a resignation even if denied the autonomy to implement badly needed corrective measures 
is unfortunately reflective of a mindset that most of our technocrat and political finance ministers have 
displayed. However, a more disturbing tendency of our finance ministers has been to insist on seeing a 
rosy picture through data manipulation. One can only hope the next elected government safeguards the 
country from such a finance minister. 
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