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Uncreased funding will not yield growth and employment if other binding
constraints are not addressed. Ouysrojects and our PSDP have developed
infrastructure, roads, irrigation, power, schools, universities, hospitals, and even
sports complexes. It is time to see if we are using these assets to maximum
advantageo

¢ New Growth Strategy Seminar, Nadeem Ul Heg(April, 2011).
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Foreword

The Planning Commission has been charged with developing growth policy and managing the
Public Sector Development Program (PSDP). The new Framework for Economic Growth (FEG)
which has been prepared by the Planning Commission through research and couatrywid
consultations has been approved by the National Economic Council (NEC). This strategy focuses

on governance, urban management, markets, connectivity and youth and community
Sy3r3asSySyide® Ly FTRRAGAZ2Y (2 AYLNE JAidea drivihg] A &G Iy
GKS ySg INRgOK aidNIGS3Ie Aad GKS F20dza 2y (GKS y
i.e. governance and the quality and management of institutions. Pakistan needs to achieve a
sustained level of growth in order to provide employmeatthe rising youth population and

avoid social upheaval. The growth strategy asserts that this can only be possible if Pakistan
buildsa competentgovernment and an efficient and competitive market. This in addition to a
re-orientation of the role of thegovernment from market participation and control to mere
regulation will create an innovatiefriendly environment conducive to a vibrant economy.

This report exploresonnectivityas a platform for economic development; the role it plays in
economic NB gGKT YR Ad&a O2yGNROdziAz2y G2 tF1Aadl
commerce and interactivity (via the exchange of information, ideas, methods and processes,
goods and services, and transfer of funds), enhances productivity and economic growth.
Canectivity may be viewed as a network of connections which could either be physical or
social in nature. Physical connectivity facilitates movement of people, flow of information,
goods and services and facilitates social and human resource connectivity.

Although physical infrastructure exists in significant quantity, the internal inefficiencies and
poor governance often result in significant losses for statmed enterprises like Pakistan
Railways (PR) and Pakistan International Airlines (PIA). Incadttitinefficiencies within these
major industries, poor planning and rigid approval processes of development projects have led
to the underutilization of public investmenthe transport sector for instance has the potential

to attract investment; howeverthe large government footprint in tandem with complex
regulationg e.g. outdated land acquisition laws, the inflexible NHA Act, centralized
bureaucracy etc discourages private investors from expanding existing infrastructure.
Nevertheless, the Informatiomnd Communications Technology (ICT) sector in Pakistan has
developed significantly due to its largely privately operated system and has become an
excellent model for other sectors to adogdn the other hand, social connectivity and building
social capith K|l @S (Kdza FIFINJ y2i 06SSy O2yaARSNBR | a
improve the quality of life. For example, investments in libraries, community centres, and
recreation and athletic facilities, which facilitate the growth and development ofscapital,

were never a priority. Inefficient domestic transport systems combined with unfriendly zoning
policies that restrict the use of dense cities reduce interactivitynnectivity needs to be seen
within a broader context, which moves beyond thengentional roads, railroad networks,
trucking, airlines, computer networks, cell phones, fibre optic cables etc. to how networks
enhance interactivity, witlthe efficient use of phgical, human and social capi@land how
these resourcestertwine to produce desired outputs.
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Commercial activity requires dense and walhnected cities with public spaces. Urban
planners need to provide adequate space for both, infrastructure and community engagement.
While PSDPs have built physical infrastructure, gisgmificant fiscal constraints, private
investors need to be encouraged to participate. Rules pertaining to project approvals, land
acquisition and the NHA Act must be revisited to promote pyiniicate collaboration. Railway
technology and equipment arebsolete and should be unbundled. Domestic competition in
aviation too should be facilitated by limiting the role of the CAA. Successful computerization of
custom posts will help reduce congestion and enhance transparency. The enactment of an
electronic gynatures act is vital in providing legal cover to the use of digital IDs. The use of ICT
services, if encouraged across the board in the public and private sectors can greatly reduce
costs and spur domestic commerce. Openness and competition in civitesereicruitment are
needed to reduce valuable human capital flight and enhance connectivity within the domestic
talent market. This shift in outlook with regards to infrastructure complements the rest of the
ideas presented in the FEG. We hope this infiram can develop a much needed debate on
important reforms outlined in the FEG and hence pave the way for implementation.
Implementing the growth strategy will require serious ef®end sustained reforma task
needingan approactof learningand creatvity.

| would like to acknowledge and appreciate the hard work of the Growth Team and staff of
Planning Commission preparingthis document. | extend the sincere gratitude of the Planning
Commission to our partners (donors, civil society organizatiang,academia) who have been

a great source of guidance throughout this process.

Dr. Nadeem Ul Haque
Deputy Chairman
Planning Commission
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Executive Summary

Growth and development hagmained umsustainable in Pakistan becauseladk of sufficienphysical
and sociatonnectivity andinefficient use okoftware of economic development that drives the growth
rate of per capita income, on sustained baSisftware of economic growtlincludesbetter organistion

of institutions, effective governance mechanismeptimal allocation and efficient management of
physical infrastructure and development ofhuman capital that is in line with globally successful
experiences. Theconomic software supplemented with betteconnectivity suppats innovationand
increase<fficient utilisation of resources and assetgenerates greater productivity economic growth
and prosperityand alleviates poverty.

The other dimension of economic software is thwrketbased system, which establishes prices to
guide the economy to most efficient allocati@md productionof goods and services, based on free
interactions between buyers and sellekwever,there aresome market failureg dueto externalities
and asymmeic informationt that undermine efficiency, where the role of government becomes
essentiain enactingand enforcing laws and policies.

This report exploresonnectivityas aplatform for economialevelopment the role it plays in economic
growth; and its contribution td I { A aAN&wGyo@th StrategyConnectivitysupports tradecommerce

and interactivity(through exchange of informationideas, methods and processagods and services

and transfer of funds),enhances productivityand economicgrowth, and ultimately promotes
prosperity. Connectivity may be viewed as a network of simple (direct) connections which could either
be physical or social in nature. Physical connectivity facilitates movement of people, flow of information,
goods and sefices andin many casegrovides a platform for social connectivity. Social connectivity
occurs when people interact individually or as a group for some common goal.

Good metaphors for physical connectivity atee railways, bridges, roads and telecommunications.
Social connectivity on the other hand can be understood as a telephone diremt@gontact list on

2y SQa OS fari email&dargsS bogkNJombination of social and physical connectivity progde
the platform for interactivity. While physical networks rapidly depreciate with use, social networks
emerge and grow spontaneously wititénsity of use and depreciatapidly, if not used.

Physical connectivitgs reflected throughransport and communications sectors hashare ofl2 per

cent in Pakista & .DABhough physical infrastructure exists in significant quantibye internal
inefficiencies often result in either significant lossBaKistan Railway®lAetc.) or unredised potential

gains which could be generated from more trade and commerce. Inefficiencies not only stem from poor
management but also from poor planning. Planning in Pakistan has been a process revolving around
approval of new isolated projects withouitegrating them into existing or new infrastructure. The end
resultin most cases is the abandonment or underutilisatiomainy public investments.

When analysing thestate of connectivity in Pakistathe transport sectorhasenormous potential to
attract foreign and domestic investmenBut a large government footprintvith excessive and coplex
regulationg e.g. archaicland acquisition lawsinward lookingNHA Act,centralid bureaucracyand
inflexible policies andprocessestc.t discourageprivate investors from expanding and fully utifig
the physical infrastructure.

According to World Bank estimatgsoor performance of the transport sector is costing Pakistan about
5 per centof its GDP. Simply put, the transport were improved and then maained to a level
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commensurate with other countries with similar range of GDRPalsstanthent | | A 3GDP yiigh&
increase by Per centon onetime basis.

On the other hangd Information and Communications Technology (ICT) sector in Pakistamogtly

privately operated and has attracted significant amountdoimestic and foreignnvestment. It has
become an excellent model for other sectors to learn from and emulateyided that government
interventions are restrictedallowingprivate enterpriseto enter othersectors withoutany obstruction

However, even within the ICT sectorthere islimited emphasis and investment in developiagd

retaining adequate skillsand an intrinsicinability to use advanced applicatianshesehave become
major constrainsto the further growth of ICT in Pakistan

Social capital, which is not well understoodPakistanhasalsonot been seriously considered as a vital
resource for improvinggconomicwelfare. For example, investments in libraries, commuuigyires,
and recreation and athletic facilities, which facilitate the growth and development of social ¢capital
either not been discussed traveremained a low priorityAs a consequencide concept and use of a
public library has nofully evolved and the image it carries is that adn old building structure with
shelvedoaded witharchaicbooks.

Investmentin the wrong kindof social capital(based on ethnic and religioudivide) has pushed
t | 1 A Zsdcietyt@vards becoming multipolar. With poor and weaksocial networks; which should
havefacilitated commerce, communicatioand interaction between communities eachcommunity is
pursuing individual goals which are sometimes in conflict with the pursuits of otheighbouring
communities. Indeed,many conflicting goals or value@ribal, ethnic and religioysof different
communities in Pakistan could be bridged with gegainteraction, which developgter-community
social capital, and with that mutual understandingf goodwill, peace and harnmy.

Other than the social impact of poor connectivity, domestic markets also remain disintegrated. With
trucking speed half of thanf the European Union and raileight productivity only onehird of India,
Pakistan experiencefarge price differences for various commoditiesaking its goods less price
competitive in internationaand locaimarkets.

Similarly, inefficient intraand intercity transport makes it difficult for people to travel for social and
business purposedJnfriendly city zoning discourage dense and mixedise areasand encourage
horizontal expansion of citiesnakes the matter worseCombination ofunfriendly zoning regime and
poor public transport reduces interactivity an individual will now require mertime to complete
similar number of tasks andhence the chances for someone to come across new idedmakemore
economic transactions.

While the importance of connectivity is emphsed, its effective utiligtion also depends on human
capital (ski, knowledge and experiengeyhich isrequired to cultivate connectios For example, one
needs to know how to operate a vehicle (especially a large 18 wheel truck) in order to fully benefit from
the road network; or how to use a laptop txcesghe internet; or how to use a cell phone to interact
with someoneat a remote location At a macro level, high quality human capital is also necessary
especially when it comes tailding and managingesources.

Most of the human capital in Pakistan coriges low to mediumskilled labair. Highlyskilled human
capital finds itself well off in migrating to developeduntries resulting ifbrain drain. If transmission of
knowledgeand skills taka place from highto medium and consequently to lowgkilledlabour, where
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highly-skilled keep up with the recent trends in their profession, brain drain can signifidcantiyduced
Other than improving the quayi of education to develop highigkilled human capitaktrategies must
be devised to retain and motite this top of the line labour forced K G OF'y o0 Sy SFAG t 1 A&

When connectivity has a public dimension, some critical igstre®-riding, abuse or overusesocial
exclusion hinder the development of networkS hissuggests a combination of deregulation and new
legislationsto promote healthy networks The Government should withdraw from operating and
maintaining railways, aviation, shipping and ports, and let the private sector lead such ventures.

In the case ofQT,there is aneedfor new legislationthat setsstandards and guidelines for the use of
electronic signatures and digital IDs; taxing excessive use of networks; punishing abuse; and providing
information to network users about the traffic on different tmork paths and suggesting alternate
meansfor connecting to their desired destinatioin addition, he concept of libraries should be-re
evaluated in a broader context so that appropriate puplitvate (and purely philanthropic) investments

are made, smetimes in collaboration with NGOs.

In order to achieve the desired level of connectivity for future economic growth, the following reforms
are required:

Promotion PubliPrivate Partnerships (PPP) in Infrastructure development
Improving Publi@ransport Network

Creating Sophisticated Markets for Railways

Becoming a Regional Hub of Aviation

Improving Trade Facilities through Adoption of ICT

Incentivising ICT Services through Provision of Local Applications
Opening and Promoting Domestic Talentrikts

=A =4 =4 =4 -8 -8 -9

Policies which embrace openness and organisational mechanisms for tapping efficiency and productivity
generate accelerations in economic growth and also help sustain high growth rates.
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Introduction i What Do We Need?

ForPakistan to become a middiacome country, GDP must growasustainable rate afightper cent
for more than20 yearga challengethat can beovercomewith proper planning and addressing of
priority issues If economic growth is nokeVeraged on a higher trajectoryhe coming demographic
changes will imply rising unemploymenftustrated youth, shortage of assets and difficulties in
competing withneighbouringSouth Asian countries

Over the past several decaddzakistan has facedefence and securityrelated problemsalong witha

series of natural disasters, political, social and economic crises that have impacted virtually all facets of
public and private life. Government and civil society institutions, NGOs, businesses ants Giige
constantly in problerrsolvingand firefighting mode. Moving from one crisis to another has deprived

the body politicfrom addresgg intellectualand structural challengesThere is ncstrategic thinkingon

how to solvelongterm problems in a susinable manner, andthe implementation mechanisms of
innovative and high impact solutionghe national conversation in Pakistaimplycontinuesto discuss
dissectanddebate shoriterm issues moving frorane crisis to the next.

Like any problensolvingexercise, unpacking the riddle of slow and unpredictable growth requires bold,
innovative and holistic thinking about what constitutes growth, how it is sustained and deepened, and
what factors tend to limit growth in Pakistain a way traditional neaclassical approach to growth,
where society thinks in terms of investing in public projects instead of growth strategies, is still
somewhat relevantMuch of it has been tried and tested and to some extent it has succeeded; but to a
large extent it has fadld in Pakistan.

Today, Pakistan confronts a new round of challenges and urgent demands. It is precisely at this
momentr in the aftermath of a devastating flood and with security concertigat the need to change
0KS RAAO02dz2NES | 02dzli tihéSeco dnpsi higpddeiit. RREWS fadidsIvakdy
dependence on external aid are not helping Pakistan to develop dsedtal potential.

Boxlct F 1AadlyQa bS¢ DNRgGK {GNIFGS3

¢tKS bSé6 DNRgOGK {(GNIGS3I& obD{ 0 LINIb#dIiB&atigedandtholigtia.
Ad lo2dzi tll1A&adlyQa FdzidzNBE® LG NBEO23IyArasSa GKS
profitability of investment. It seeks to improve the investment climate, to reduce the cost of doingelsgsi
and to eliminate obstacles to enhance efficiency and accumulation of knowledge.

Specifically, NGS aims to enhance productivity to propel economic growthpesmote prosperity. It
emphasigs: (a) better governance (where the government sets policiesia the umpirenot a player); (b)
better management of resources and accumulation of capital; (c) better connectivity; (d) making cities
points for creativity, not flashpoints for conflict; (e) involving youth and communitiesdp$tering vibrant
markets; and, (gpromoting entrepreneurship and innovation that lead to more abetter employment
opportunities, especially for the youth and the marginalised.

NGS is an invitation to all concerned to have a rigorous debate about where our effors tede placed.
Regardless of the eventual outcome of the process, there is no doubt a strong consensus that a critica
of economic growth is to provide an enabling environntepgrticularly, connectivity for economic, political
and social activities

Source: Zaidi, M. (2011). Disconnected? Physical Capital, Social Capital, And Connectivity For Economic Growth |erRekistaiineC
Process of Change
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Among the many factors that constitute an enabling envirentn one of theleast addresseand most
important, is the degree of connectivity that the environmeutifers to its economicand sociakctors.

No matter whereand howgrowth is sought a vital and most elusive question within the search for high
and sustainedeconomic gowth focuses on the ease with whicimdividuals, firms, orgasations,
communities and institutions connect with each other within and outside PakiStanmore simply it
helps analyse the level and quality of connectiwithin Pakistarand globally

In order toanswer this question, within the context of economic growitiere is a need to understand
connectivity (and physical, human and social capijaBnd its impact on sustained and sustainable
economic growth.The simplest way to conceptise the value of connectivity to economic growth is
through the framework of transaction cost3.he easier it is for people to interact with each other, the
more likely it is that they will interact. This simplified model does not capture the vastness of the
challenges to a modern economy. Nor does it capture the full value that ecaratlected economy can
offer its citizens, in economic and n@sonomic terms.

Efficient networks reduce the coef achieving goalmcluding the production and delivery gbods and
servicesthrough greatercollaborationbetween individualsand groups Reduction in transaction costs
timely delivery of raw materialsyeattime electronic and virtualinteractionrs between existing
infrastructureand those who maintain jnd bss wastage of or damage to goods during transportation
are the benefits provided by a walbnnected network Efficient networks alsenhance economies of
scalein the production of not only goods and services but a@fsthe promotion of goals and objedtes.

Connectivityneeds to be seen within a broader contewthich moves beyond the conventionalads,
railroad networls, trucking, airlines, computer netwask cell phons, fibre optic cablesetc. to how
networks enhance interactivitywith efficient wse of physical, human and social capitaésd howthese
resources are interwoveto produce desired outputs.

Most people easily grasp the notion of physical capital (infrastructure) as comprising roads, bridges, air
and sea ports, internet, phone and raiess networks. Cars, trains, airplanes and ships that use the
physical infrastructure are also part of physical capital. However, getting from one location to another is
also possible through videconferencing, email, Twitter, V@ (Voice over Internet Protocol), mobile
telephony and fixed line telecommunicationiis entire infrastructureis considereda part of the stock

of physical capital.

Physical capital cannot exist in the absence of cognitive and technical capacity to estahligte first

place, and to use it in the most efficient way thereafter. Using physical capital requires some basic skills
for example tuck drivers need to kne how to use the stick shift on their Bedford or Mack trucks.
Similarly, eftware developers need to iron out video conferencing problems to service their remote
clients. Scientists constantlyy to find cheaper alternative fuels to make the airline inttysmore
efficient and profitableln a similar vein,all phones began with transmittinjust voice, then basic text

in the form of SMS, then more complex data througk internet, and nowoffer live videostreams of
events taking placthousands of mile away.

The ingenuity, craftsmanship, innovation, creativity, endurance and thirst for profit that drive the
constant use and improvemerdf physical capitatonstitute human capital. Human capitalis most
commonly measured through stock of skills, knadge, experience, reputation, and physical attributes

of people in a given economy. It is less tangible than physical capital and much more difficult to
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measure It is what is required to convert the latent potential of physical capital into productiveuutp
It is representative of the software of economic activity and growth.

But human capital alone is not enoughi physical capital is the hardware of an economy, and human
capital is its sftware, another inputneeds to be identifiedhat is vital to m&ing full use of hardware
and software.lIt is inconceivable that there could be much use of hardware or software without a
network connection. What use are laptops and applicatithva run on them, ifthey cannot connect to
other serversand users? Netwdks bring people together to interadby utilising the infrastructure, and
enhancingproductivity. The value ofhesenetworks isknown associal capital.

The reportexploresthis enormously valuable resource which generates happiness and prosperity. To
understand social capital, physical and huncapitak are takenas the underlying resourcelat define

social connectivity or community as the directory of people one camactrwithin a collective entity.
Personal networlcan be seeh & 2 y S Qlist ohveyiheds Within the communityBcial capitakan

be definedas the knowledge and experien(® members of a community have of other membarsl,

(b) howthey interact optimally within the community, give the formal and informal rulesactics and
strategies one learns over time by interacting within the community.

The notion and conceptof social capitahas been used since the &entury to mean goodwill,
fellowshipand mutual sympath' Ly mMdocnI WFHyS W- 0264 RSFAYSR Al
open questionson what exactly is a networland how to measure the value of a networBoth are
challenging questions. In eary@90s, Burt and Putnam used terms bBues friends, colleagues, norms,
trust and contacts that facilitate coordination and cooperation for mutuahdfé to define social
capital.

Fukuyamalefines social capital as\@et of informal values or norms shared among members of a group
that permits them to cooperate with one anoth&r He sees social capital as less boupdin sodal
structures the way Coleman sees it. According to Fukuyétiiasocial relations and social structures
facilitate some forms of social capital; actors establish refet purposefully and continue them when
they continue to provide benefits; and, social capital is linked in a more germane way to values and
norms of an informal natui® whereas, for Coleman@ocial capital manifests itself inherently in
obligations, egectations, social relations, and noreis

Measuring social capital is difficuttut it clearly enables and impacts economic growsigmificantly Like
physical and human capitabcial capitabffers animportant kind of connectivity. Roads and broadia

may help bring people togethem tangible andnmeasurableways, but the depth with which personal

and professional associations, religious and tribal affiliations connect people with each other is
potentially immenseSocial capital is a resource thgrbws with intensity of interaction and depreciates

if not used.It can be inherited b acquired by associatiane.g. via family connections or religious
affiliation, or it may be developed through interactioi@®ne must not confuse social capital as an end
itself but as a resource that is used for achieving gqga, like technology and labar are used for
producing goods and services.

W I EYATEPXK2PE K 2 W azndiials af the AfghidaNBcademy of Political and Social Sciercé?,
1916, pp.13a138.
c . cdzZl d2 I YI' £ Ww{20Al t /Horelniiffafrsvdl. yARn0.5,K$5.Df 26+ f 902y2Y& Qs
3.
ibid

‘W /1 2E8YIFyYysS S{OR0BF & A DY LR AntefcdmbUyhal 6 Sdclalgol 04 5988, pp. 9520.
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In a study of 630 urban and rural dwellers in Rugsiaas found that social capital can be built even
when people @ not have shared backgrounds, as long as fairness, generosity, helpfulness, and trust
exist> An important caveat to the role of trust, and culture in determining the levels of koajital is
provided by Sobelwherein a review of a ide array of reseah suggesthiow difficult it is to draw
conclusions from crossultural comparisons of truét.The institutional and cultural frameworks that
foster trust may be different in different countries and controlling for these features may therefore have
different implications in different settings

Technology is impacting the newest and most cutiéage thinking about social capital. Recent studies
haveexaminal the manner inwhich social capital is buitnd usedby online communities. Ganley and
Lampe findhat members ofonline communitiedegin todevelop deep networksat fairly low levels of
participation’

Emphasis on social capital comes frarhserving andhoticing the recent trend, which views it as an
essential resource for economic developmeRgcent literature highlights orgagatiors taking social
capital as an essential input in their production function, where it is part of osgéion capital just as
customer lists, intellectual property, reputation, bramdme, processes and procedures, famcapital
and physical asset®¥/hen social capital rises, marginal products of other resources alsovtiggh are
manifesed throughincreased productivity and ultimately as economic groatid prosperity However,
Ostromobserves the difficulty of creating social capital through external intervenfidesalizing that
the two people cannot be forced to interact with each other, thest thata government camr should
do is improvehe infrastructurenecessaryor interadion.

Similarly, Faceboaa community of people on the Internet, needs a combination of hardware and
software and the members use their human capital (to ac@ess$ usethe platform), along with the
directory listing of other members of the community,cha way for contacting and interacting wiglach

other to achieve a common goal similar role is plad by libraries, community cerds, religious
venues parks and play grounds, etc. to bring people together on a single platform where they can
interact for some common goal. Within communities, libraries play a significantesfecially in large
urban areas,colleges and universities, where they are viewed as venues for people to meet and
collaboraterather than places for studying, reading or borrowihooks

It is not just libraries and play grounds but transportation and telecommunication that also play an
important role in developing networks between communities and cultivating them for common goals.

* DFOKGSNE . | SNNXIYYysS FyR / ¢ K 2efondnicWackgdizindt Surved arfd éxgdiimentl O 2 2 LIS N
S @A R Sgud& af Bconomic Behaviogansation, Elsevier, vol. 55, no. 4, 2004, pp.5&H&L.
*'w {268t % W/ Iy 2 SoumddizEddnomie l@eratyfeol. KL, 2002{ipp.t135R.
5 DryfSe FyR / [IYLSsE Q¢KS (GASa G(KF{G oDegsRYSugparsystefnml B i 62 NJ  LIN

2009, pp. 268274.
89 hadNRBYS W{20Alt /I LI { ICén¥e for th& Stuly of Institukiatzy, Rdpuradoyf, éard Envithanyedd LG Q =
Change Indiana University, 1999.
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Table 1: Quality of Infrastructure

Road Rail Port Air
Pakistan 72 55 73 81
India 90 23 83 71
China 53 27 67 79
Bangladesh 100 71 107 117
Indonesia 84 56 96 69
Malaysia 21 20 19 29
Thailand 36 57 43 28

Source: Global Competitiveness Report 2010

As evident in @ble 1, Pakistan seents already have the road infrastructure in placghich isbetter
than India, Bangladesh, and Indonesia, but its rail and air infrastructure leave much to be desired. To
increase productivity, existing infrastructure needs to be satli efficiently throgh improved

management and safety.

Almost all infrastructure projects have relied heavily on government funding with little or no investment
from the private sector. Only in the last decade did the government withdraw from the telecom sector
through privdisation. This has resulted in considerable gains in producer and consumer surpluses. Now
the telecom sector has not only improved connectivity in Pakistan but has also contributed PKR 109
billion to the Federal Board of Revenue (FBR) in Z0D9Annual teecom revenues have increased from
PKR 144illion at the time of privatsation in 2005 to PKR 3%llion in the fiscal year 20020°

The next section reviewthe relevant literaturewhich looks at connectivity as an important factor of
economic growthlt is followed bya briefovewiew of the state of physical and social infrastructime

Pakistan todayndalsoanalyses hovthe present state of infrastructure and lack of social capital induce
inefficiencies in marketthat constrain economic growthiThe conclusion discussasfew high priority

reforms as a way amproving connectivity in Pakistan

® pakistan Telecommunication Authorityt(® 0 & W. NR I Ro | y R
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Literature Review

Improvement in connectivity creates and cultivates opportunities by linking individuals, satians,
communities andmarkets and reduces time and costs required for productive interactidBsne
numeric estimates from research literatusbow theeffect of infrastructure on growth. However, these
estimatesneedto be comparedwith investments in other economic activigo determine which ones
offer the best returns on investment.

Efficient transport and telecommunication networks reduce production and transaction costs in poor
regions® which serve as stimulus for domestic commer&mpirical research shows thgoverty
AYOARSY OS2 AR MNERZRY-O6H pavinddyOR 2Wo LRy R2y Sa At RSOt AyS
percentage pointgespectively for everyone percentage pointgrowth in provincial GDP. Increase in

roads also appears to improve the wages and emplent levels of the poof: Another study shows

that poor households in Viaamliving in rural communities with paved roads have g7 centhigher

probability of escaping poverty than those living in communities without paved rGads

Improved transportinfrastructure hasalsoNBE RdzOSR L2 gSNIié Ay OARSyOS Ay t
through agricultural productivity and nefarm employment. One pecent increase in road density

increases agricultural GOrer worker by 0.08 percentage pointson-agricultual employment by 0.10
percentage pointsand wages of nowagricultural workers in rural areas by 0.p&rcentage points

Amongall infrastructure projects, roads have played a major role in reducing pafertgvery 10,000

Yuan invested on rural roads2300r persons are estimated to be lifted out of povelty.

Caldron and Serven find that infrastructure development has a relatively greater positive impact on the
income and welfare of the poor, hence addressing issues of income ineqdalhis analysi supports
9aidl OKS Q#hat hffagtrRctuge Thalps poorer individuals and underdeveloped areas to get
connected to core activities, thus allowing them accessrmiore productive opportunities® These
studies alsadentify the positive impacts of infrastructure services on health and education of the, poor
which boostemployment,productivityand growth.

Cell phones and thaaternet have become major drivers of growth and development in many countries.
Studies have showthat 10 extra cell phonesgp 100 peopldnduce0.6 percentage points axtra per
capita GDP? Another study indicates that cell phonese more effective in promoting growth in
developingcountries (inducingan extra0.81 percentagegsDPpoints by introduction of 10 cell phones
per 100 people) than landline phones (also 10 per 100 people)hbue not beenas effective as
internet and broadband access, whittducean extral.12and 1.38GDPpercentage points’ However,

Yy DEyy2y YR % [ A dzMimés Bh@\Bdddi Bank| WashingtdiJDE, 2992, NJi £ Q

L fA FYR 9 a t SNYAFST WLy KNI RNMHZGKENS 2B OtiA @Y KIDE W SR dzy (i B By
“ppf $pSs a DNIIy2flGA FYR | %IYFEYES W2K2 DFEAYSR FNRBY A8yl
LySlidzagtAade ¢NBYyRaAaQx 22NIR .ly]l 22NJlAYy3 tIFILSNI HHTpPE 2 aKAy3(z2
By Crys [ %KEy3a FyR - %KFy3as WDNRS kw2 {LS/ S2jTdzl tf dralifersd | LyyRS § 200vSawill
125, International Food Policy Research Institute, Washington, D.C., 2002.

Y97 FERSNRY YR [ {SNBSYys We¢KS STTSO0a 2F AYyFNF a0 NHOGdNE RSO

Brogadl ORYS | WHSWNA[OH (D&  LsAtBMdyaRi NHZGG BN (it INdheGi Hthid ¥oyld- Blank, 9VBshiSgiba 4 Q =

DC., 2003.

Bl 2 gSNXFYS a aSa40KA YR a Cdzadas We¢KS LYLIOG 2F ¢SfSd02vya 2y
Yoo 2 yALF Y BAIKPYRAALS CNFEyaT2NYF GA2Y Lt PEvAte Sedt@ Dévebpd@esti K | Y R
Proparco’'s Magazinevol. 1, no.4, 2009.

Rethinking Connectivity as Interactivity: Role of Networks 15



&8

to compare these gains to other i@stments that also increase GDP and human welgteeyond the
scope of this report

Cell phones provide laloo flexibility and facilitate small entrepreneurs. One such example is of Quadir
(a barber) in Bangladesh. Since he was unable to afford théaeatshop, he bought a cell phone and a
Y2G2NDA1S YR y2¢ 32 SfarpivadingKhis ServideiaisRayehabedhimki® Y S &
serve a larger area and also charge a higher price for his ser@iradarly, ell phones have also
promoted flexibility among other small entrepreneurs, such as-daixiers and mechanics. By providing
quick access to information, cells phones have made small markets more efficient. In Keralajskndia,

of cell phoneshasmade thefish markets more efficient because fishermgan nowcheck the prices in
several markets before deciding where to $&Through wider use of cell phones, corruption can also
be reduced. In Pakistan, Zubair Bhatti asked clerks in Jhang district, wheaeddadd transfers, to
submit daily list of transactions, giving the amount paid and the mobile number of buyers and sellers to
find out whether they had been asked to pay bribes. The guilty parties were then charged formally
which deterred future corruptia.?

A studyperformed byCaldron and Serveshows thatgrowth benefits of telecommunications are higher
than those of the transport networl&. In their analysis, one standard deviation increase in total
telephone lines (telecommunications) increases thewgh rate by 3.1 percentage points whese one
standard deviation increase the length of road and rail network (transport) increases the growth rate
by 1.4 percentage points. A study carried out by LECG, an economics research and consulting firm,
qguantfies productivity gains for different levels of broadband adoption. It findsirmrease in
productivity of 0.1 percentage poinfsr every broadband line added per 100 people in countries with
medium or high level of ICT (Informatiand Communications &chnology). In countries with low level

of ICT, increase in broadband penetration creates D€ écesystem required to realés productivity
gains®® Apart from having a direct impact on economic development, physical connectivity also has an
indirect effect via improvement in social capital.

Development economics began to integrate notions of social capital into research in the late 1990s, and
perhaps the most important examination of social capital within a development narrative has been
carried out byMichael Woolcock. Woolcotkand Narayaff found that social capital could bring more
opportunities and thus alleviate poverty and promote ecomio developmentKawachiand Berkman

found that social cohesion, ties and trust are positively associated wifiratetl health status, and

negatively with mortality and crime rates in a commuriityn a similar veinHelliwell and Putnam found

GKIFEG I O02YYdzyAdeqQa fS@St 2F a20A1Lf OFLMAGEHE Aa LIRa

Knack and Keefer explore the relationship between economic performance in 29 market economies and
the levels of trust and civic norms in those economies. They observe three things: (1) trust and civic

BpazortsS al NBStas | {LISOAFE wSLRNI 2y ¢St S02va Ay 9YSNHAY3 a
YRJensenws W¢KS S5ATAGIE t NPOARSY LYF2NNIGAZY 0¢SOKy2t23805 al NJ
{ § O (reeN@atterly Journal of Economiesl. CXXIl, no.3, 2007, pp.&924.

Pwa2ort S al NBStaz | {LISOALT NySaNE 2RSe 902F2Ya akiy ¢ BENBNYSNE
Ay JFERSNRY FYR [ {SNBSYs WeKS STT800Ga 2F AYTNI adNHzOGdNE RSO
ZwgO2y2YAO LYLIOG 2F . NRFROFYRY !y O9YLANROIt {{dRe&Q: [9/DI .
Ba 222t 02013 (W{f2 ONIR 932y 2YA O 5S8S0St2LI¥SydY ¢24 NFheolyaK S 2 NB (A (
Society vol. 27, 1998, pp.15208.
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cooperation have significant impact on aggregate ecoicoactivity; (2) horizontal networks (measured

by membership in groups) are unrelated to trust and civic norms (controlling for education and income)
and to economic performance; and (3) low social petion, and formal institutional rules that
constran the government from acting arbitrarily, are associated with the development of cooperative
norms and trust.’

Akdere and Roberts have sumnsad some key advantages and disadvantages of social capital. They
highlight three important benefits of social capitals identified by Sandefur and Laumafinto be
information, influence andcontrol, and socialsolidarity.29

Social capital ¢a also leadto problems of freeriding where lesshardworking group members
possessing greater social capifilake demands on more successful memHE#pries summarises this
economic downsidas a process wher@pportunities for entrepreneurial accumulation and sass are
dissipated? The question of group ownership often leads to confusion about whether social capital
benefits the goup or the individual§* Other disadvantages of social capital, mentioned by Akdere and
Roberts arééxclusion of outside@and Wownwardlevellingof norm<3” Specialied social capital within

a community can deny access to outsideesg. sugarmill owners may collude to control sugar supply
and seek legal protection (by bribing or lobbyinggkingit difficult for potential suppkrs to supplyto

the market. Similarlymafia families and criminal gangs damage social norms.utalgons can also
use internal linkages to influence decision making in ways which lead to inferior outcomes.

It is not just the quantity of connectivityfrastructure which effects growth and income distribution but
also how efficiently it is used. One quarter of the growth differential between Africa and East Asia, and
40 per centof the growth differential between high and low growth countries is du¢hi difference in

the effective use of infrastructure resourc&sThe effectiveness of infrastructure depends on the
efficiencies of agencies and institutions, which are related to physical infrastructure development, such
as the National Highway Authoyi{NHA) in the case of Pakist4n.

T YYEOl YR t YSSTFSNE ws528a {20Abt /FLAGEE 1108 +y 902y2YAl
pp.125%1288.
Bw [ {FYyRSTFTdNI YR 9 [ I dzY| yRAationaity and SodiclydR A03n6.4, AONDPGIBEA | £ / F LA G £ Q.

®a 11TRSNB YR t w20S8NIiz w902y2 YA Gatorl2 fF  { & KUK Advandey idBeefofing L Y LI A C
Human Resourcegol. 10, no. 6, 2008, pp.8e2L6.
) t2NISE YR t [FyR2ft (i ®IheWnekicin ARo3ps vob 26 /6. 98 M963pp. . t OF LA G f QF
2;[ / NHZRSE £ AZ W{2O0ALt t / I LIuinal bf Sdcig Reor@riigbly35,¥id. 52006 fipIDBET.dzy A G A $3 QT

ibid.
Bl ldzA §SYys WLYTFTNF aGNHOGdNB / FLAGEE YR 902y2YA0 DNRSGKY 126
| 28SQ b.9w 22NJAy3 tFLISN pyntI mddgcd
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2002, pp. 44877.
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Connectivity in Pakistan

Together telecom and transport sector of Pakisttount formore than 12 percent of total GDP.
Telecom sector has a sharetafo percent of GDP but contributes 6 to 7 pagnt intotal tax revenue.
Transportation sector has a much bigger GDP share of 10&peandalso provides over 6 peent of

employment in the country.

According to the World BanWlthough the [transport] sector igunctional, its inefficienciesldqng
waiting andtravellingtimes)z KA 3IK Oz2aidazx FyR 26 NBfAFOA
ANRPgUKD ¢KSaS FILOG2NE | faz2 NBRIzOS GKS 0O2YL
doing business, and constrain Pakistan's ability to integirato global supply chains, which requi
just-in-time delivery.The poor performance of the sector is estimated to cost the econabgut 5
per centof GDP every ye@fb

Road and Trucking

Road Infrastructure

The federal budget exhibits a strong bias towards financingthestructionand maintenance of roal
Since 1996, total road length has increased bypé&Bcentto 259,618 km in 201,0out of which70%
(179,290 knpare high-type (paved) roads. National Higays and Motorways constitute 4gfr centof
the total road network and handle me than 85 per cenof total commerciatraffic in Pakistari®

azaid 2F tlF1AadlyQa KAIKgIl & a-Souty drridsr2wit2Neldicting as the NE | £ 2
mainartery carrying 5ercent2 ¥ (i KS O 2-diry'tiafiiceQihaér majof to&dslinclude-B5 (Indus

Highway), N25, N65, N40 (RCD Highway)-4b, N50, N70, N35 (Karakoram Highway), -U
(IslamabaePeshawar Motorway), M (Islamabad.ahore Motorway) ad M-3 (Pindi Bhattian

Faisalabad MotorwayAround 60per centof the road network is in poor condition, mainly due to poor
maintenance, traffic congestioand burst tires littering the highways and making them dangerous,
especially at nightwhen there $ poor visibility. There has been a significant shift from railways to roads,

for both passenger and freight transport.

Over the past few years, there has been gradual increase in the length of paved roads and decline in
low-type (unpaved) roads, since ast lowtype roads are being converted to higype. National
Highway Authority (NHA) has been carrying out extensive road development pr@@atew projects

are focusing orextendng the network by 1,00km, including bridges, flyoveend interchangesNHA

has also managed to increase its toll revenue bp&tcentover the past year.

Another problem in road transportation is corruption within the police system. Traffic laws are lax in
Pakistam breaking the law and underage rash driving are commeauarences on the road. Policemen
rarely punish violators. They are often underpaid and work long hours and therefore resort to accepting
bribes in return for letting law breakers go free. Corruption is also rampant when awarding construction
of road projets. Roads are constructed poorly with low standards so that they deteriorate quickly and
contracts are then given to the same firms for repair and maintenance.

Bws2Ay3d . daAYySaad Ay trhlAally HAMANQE ¢KS 22NIR .+Fyl= 2FakKAy3id;
% National Highway Authority Pakistamyw.nha.gov.pk
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Trucking Services

For transportation, Pakistan relies heavily on trucking industry whickllear®6per centof total freight
traffic.3’ The number of registered trucks is 216,043 while thdesguently using the roadsare
estimated to bel96,850. Out of the total fleet, twthirds comprise single or doubkxle trucks owned
mainly by small opetars. National Logistic Cell (NL8)the largest operator with a market share of
approximately 1(er cent

Low freight rates (which constrain the revenue of independent truckers) in the domestic market and
high import tariffs on high capacity mubixle trucks (which varies from 3@ 60 per cen) are major
hurdles faced by independent operators. Low freight rates are a result of extreme compeititian
marketwith many small, independent operators. Although this contributes towards lowering the cost of
doing business for those who use trucking services, costs to society due to road d@&eagignificantly

from overload and intensive use of highways (which do not gptired and maintained), wastags
edible products and damage to goods during tramggiion, and increased rate of accidents.

Rail Transport

Railways all over the world have an edge in long haul and mass scale transparfdtiath goods and
passengerdn Pakistan, it was the primary mode of transport until #870s. SincethefNd A f 6 € 4 Q a K|
KFd RSOfAYSR RdzS G2 (GKS akKATG Ay 3I2daGNadyetyd Qa LI
expenditure on railways was only PKR 45.5 billion, whereas for national highways it stood at PKR 155
bilion® ¢ 2 RIF @ NI Af g & atexafficahésl rétiBced2r®m 4pygrtcenytdR 10 per cent for

passenger and 78er centto 4 per centfor freight traffic.

Timely and safe delivery of goods to the North from the port, in the South, became a major issue after
the shift in preferences of poliemakers. After the creation dfiLCto clear the goods from Karachi port,
Pakistan Railways (PR) has found it difficult to regain its historical position. This has further pushed PR
backward. Since 19981, total track length has desased from 8,775 to 791 km. Similarly, total

freight and passengers carried has decreased from 5,796 million tors and 84.9 to 58.9 million
people, respectively.

In the last decadehowever, PR has shown an encouraging trend in both passenger and freiggtiue
registering an average increase of 32r centand 4 per centper annum, respectivelyHowever,
significant reduction irrevenueduring the past year has been attributed to economic slowd@amd
shartage of locomotives due to unavailabiliby spare partsThe delay has beeaggravated byeduction

in Public Sector Development ProgrgdRSDIPallocation andother domestic facilitiesEnginesacquired
recently from China are also experiencing maintenance issues, which have lead to closure of various
routes.

§;w9 02y 2YAO { dzNISen 25T at AFifidviceiGdEsfnraefit of Bakistan, 2010.
ibid.
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Table 2: Revenue of Pakistan Railways

Fiscal Revenue per cent

Year (PKR Million) Change
199899 9,310 --
199900 9,889 6.2
200001 11,938 20.7
200102 13,046 9.3
200203 14,812 13.5
200304 14,636 -1.2
200405 18,027 23.2
200506 18,184 0.9
200607 19,194 5.5
2007-08 19,973 4.1
200809 23,160 16.0
200910 16,875 -3.3
Jul Mar

Source: Economic Survey of Pakis2809-10

b

|}

Revenuss still verylow, hardly enough to covesalariesand pensionswhich equal PKR 14 billion and 7
billion per annum, respectively. In 2008, revenuegrew by 16per centcompared to the year before
but since thenrevenue has declinetb pre-2004 levels (Tabl&), resulting in negative growth rates.
Despite improved performance during the last decade, losses remain high. 1R0Z0@&tal loss was
PKR 10 billion and in 20@B, it was over PKR 12 billion.

Aviation

As of 200708, Pakistan had 35 airports which handled more than 14 million passengers and 318,652

million tons of cargo during the fiscal yeéadinnah International Airport iKarachi is the busiesivhile
Lahore and Islamabad airports also hendignificant traffic. Cargo and passenger traffic in 2087
decreased from 20086, due to security concerns and poor economic and political environment.

Passenger traffic declined by 0.4 million, whereas freight decreased from 347,674 to 318,652 millio

tons.

Number of domestic and international airlines operating in Pakistan has remained abddti2®er of
domestic airlines has, however, declined from five to three in last couple of years.Asia and Royal

Airlineswent out of business due to misanagementt Yy R 32 @SNY YSy i Qa

ot 2as

which constrained the economic space for smaller carrietd has a market share of more than @9

centin passenger traffic and captures almost all domesticargo transactions.

On internatioral routes, there are frequent flights to UK and Middle Eastern countries. Demand on

these routes mainly comes from Pakistdabour working abroad. However linkages with other
countries remain largely infrequent and time consuming. There is only one dimgiot to US (JFK
Airport) in a week and that also from Lahore only. Average time on a direct flight to UShasurk3

whereas on connecting flights it normally takes more tharh@drs Similarly, there are only two direct

39 Civil Aviation Authority, Government of Pakistan
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flights to China (Beijingirport), each week. Alsdhere are few flights to Germany, France and other
European destinationsConnectivity with Africa, Latin America and South East Asia is also limited.
Currently there is no Pakistani airline flying to African and Latin Amermamtrees mainly due tdittle
demand. South East Asia also stays untouched by Pakistani aielxoept one or two direct flights to
Malaysia. Connecting flights to these destinations are available but it takes much kbageflying
directandaddsuncertainty to travel plars.

An indepth studyneeds to be carried out tascertain the demand for flightsom Pakistan tovarious
international cities at different prices and how much of that demand (domestic and internaticaal)
be fulfilled through exting airlines if there were no restrictions imposed by the government regarding
the number offlights the airlinesmay offer. Per kilomete cost of air travel from Pakistan is albih
relative to regional economieSéeAppendix 1).

Domesticconnectivity also faces some constraintfor growth, due to inadequate airport handling,
frequent bird hits and slow chedk procedures. Domestic market largely stays biased towards PIA
through preferential route allocation, tax benefits and other protentst policies making it difficult for
new carriers to enter the aviation sectddue to extra security checks on airlines flying through Pakistan
and the recent recession in the aviation sector, international airlines have been reluctarpémd in

the Pakistani market.

Information and Communications Technology (ICT)

Due to economic slowdown in last couple of years, setpio@iders in Pakistan have taken several cost
cutting measures including optisli i A 2y 2 F KdzYly NB a2 dzNO&d ffeezibglzi A Y
employment. Recent floods have also damaged the existing infrastructure which has forced operators to
divert their funds away from network expansion towards repair and maintenance.

Mobile Telephony

Rural incoméhasrisen in many countries with the use of mobile phones. With the introduction of pre
paid services, lovincome groups have access to cellubehich help provide and facilitate income
generating activities. Mobink has introduced &obilink PCO system on the basis of the village phone
model that providesincome opportunities to householdsusing mobile phones to sell phone calls to
those who cannot afford a cell phone.

In cities, text messages are being used as advertiagsn® promote small businesses that cannot
afford to advertise in mainstream media. Ideas such as these should be encouraged by Pakistan Telecom
Authority (PTA) to promote businessteat would generate economic activity in hard to reach places.
Teledengty (phones perl00individuals) has increased from 4.3 in 2dIRto 64.1 in 2004.0. Much of

this growth has come from cellular industry, which has $&@ centshare of telecom traffic, followed

by 3.2per centof fixed local loop and 2.fer centof wireless local loop. Cellular sector also has the
highest sharg70 per cent)in telecom sector, as of 20a8. With the coming of Warid and Telenor,

share of Mobilink in the cellular sector has declined fronpé# centin 200304 to 32per centin 2009

10 (Figure 1) Ufone and Warichave experienced a drop in their total number of subscribers during
200910.

Fixed landline penetration has remained low despiiesuance ofnew licenses. Old coppéased
infrastructure remains a significant hurdle in iteogth. To install new fite optics networks, huge
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investment is required. Wireless local loop operators (Wateen andridé) have diverted their
resources towards broadband expansion.

Figure 2: Market Share of
Figurel: Market Share of Cellural Subscribers (%) Broadband Technologies (%)

12.3%

0.7%
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50% -

28.69
0% + ; . g 5.5%
200304 200506 200910
m Mobilink m Ufone Zong W DSL MHFC WWiMax ®FTTH BEvVDO
M Instaphone H Telenor M Warid

Source: Annual Report 2009, PTA
Internet and Broadband

Lately, internet services have experienced significant expansion with 13 companies competing for
subscribersAccording to ISPAK (Association of Pakistani ISPs) estimates, there were about 3.5 million
internet subscribers during 2007 across Pakistaeh mare than 17 million usersi.e. about 5 users per
subscription. The number of internet userstieased to 20.5 million in 20d9.

Proportion of different broadband technologies in Pakistailustratedin Figure 2. DSL has historically
dominated due to the existence of fixed land line infrastructure. However, share of DSL has decreased
from 100per centto 53 per centmainly due to successful experience of WiMax technoldgivaxwas
introduced in Pakian by Wateen Telecom Ltd (a private company) in December 2007 and since then it
has grown to 257,585 subscribers. Other players includéridd and PTCL. EvDO (by PTCL) is also a
wireless technology which uses radio signal for transmission. It is maselgt to provde mobile
broadband servicednitially WorldCall was the sole provider of broadband service but now PTCL has
stepped up by offering EvDO in 100 cities in Pakistan.

Currently broadband penetration in Pakistan remains very low ap&£ent(900,648 subscribers). This
low level of penetration, despite considerable growth, is dudes focus on rural arealgw literacy
poor computer skillslack of local content and applicatigndeteriorating standard of fixed land lings
high costs for ptential rural subscribergeservations among parents regarding cyber security and child
safety, and language barriers.

YPpeKS 22NIR CHOGo6221 HAMAQSE /L! HAMA
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Connectivity Scorecard

Waverman and Dasguptaave giverPakistan a telecom connectivity score of 1.53 out of 1@seful
Connectvityd" Thisgives Pakistathe lowest rank in agroup of 25 resource driven economies. In the
same group, India is ranked*2and China 1.

Figure 3: Connectivity Scorecard Table 3: Connectivity Scorecard

infrastruciure

Consumer

Usage & Skils Usage & Sidls
Govemment
Infrastrochure Infrasiruciure
Business

Usage & Skils

@ Pakistan Leading performer for this companent

Sourcemww.connectivityscorecard.or¢?010)
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while presenting performance in numeric form, also shows the mapee of each susector when

computing final connectivity score. Pakistan does poorly in all sectors. However, score in the consumer
sector is relatively better, mainly due to increasing foreign aoednestic investment in consumer

focused ICT infrastruate.

Since 20002, foreign direct investment in ICT has increased from USD 6.1 million to USD 1.44 billion in
2007-08. This has resulted in improvement éonsumer sector infrastructure and usage and skills
comparedto previous year§?

In the Government sector, although significant infrastructure is availalhéch highlights government
intention of promoting ICT, but due to poasageand skills not all benefits are being resdd. Business
sector, which get87 per cenbf the total weight,does not score as high as tbensumer sector, in both
infrastructure andusageand skills ¢ businesssector scores are very low. Why this is so, needs further
investigationand indepth analysis.

e-Government

Pakistan also scores poorly irgevernment which if improved could significantly increase usage of ICT
for both businesses and consumer&.United NI (i A Zyfv@yd breaks government development
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process into fivephases that includé&€merging Enhancedinteractive Transactionahnd Connected?
Thefirst stage involves online presence of various ministries in the form of web page(s) showing static
information. In thethird stage, government delivers online services such as downloadable forms.
Services @ increase the convenience of citizens and a digendly interface also start becoming
evident. Thefifth and finalstage, which is the most advanced level of connectivity, is chaisedeny:

Horizontal connections (among government agencies)

Vertical connections (central and local government agencies)

Infrastructure connections (interoperability issues)

Connections between governments and citizens

Connections among stakeholders (government, private sector, academic institutions, NGOs and
civil socigy).

arwNPE

Pakistan is irthird stage of egovernment. While some government departments are moving from
secondto the third stage, others such as Federal Board of Revenue (FBR) and NADRA are progressing
from the third to the fourth stage. Pakistan gets a sca£0.28 out of 1, in @overnment, while India

and China get 0.36 and 0.47 respectively. For example, better usgafeznment in the Secretariat in
Karnataka, India is presented in Bbx

Box2 ¢ Sachivalaya Vahini or-governance in the Secretarian Karnataka

The Secretariat is the apex decision making body of the state and deals with a large number of departm
involves an enormous amount of communication, keeping, maintaining and processing a large volume
files. The manual creatip movement and maintenance of files involved enormous delays and inefficien
The government of Karnataka has recently set up a Secretariat Local Area Network by connectin
computers in 40 state departments and 6000 secretariats. The Nationalmafits Centre of the state
provided software support. The project has the following components:

(a) Patrathe Letter Monitoring System. This is designed for the management of a large number of |
received in the secretariat by scanning these letters amoving them from desk to desk, or department ¢
department;

(b) KadathaFile Monitoring System is the decision support system to monitor, track and decide/dispos
files without delays. Through this system, electronic files are moved from desk to deskrand
department to department without waste of time;

(c) MokaddameCourt Case Monitoring System monitors the court cases in which government is the
Cases received, petitioners/respondents details, court orders, cases put up for hearing on a pa
day/type can efficiently be managed;

(d) AayayayeBudget Monitoring System helps in making budget estimates. It also monitors budget prop
once a budget is allocated to departments;

(e) SibbandiPersonal Information System maintains information about detdilsroployees. Within a single
click, the entire history of the employee can be viewed;

() Customer Support System provides an online system to lodge any complaints regarding har
network, and application software system. This system also provides ongtradtions for the solutions to
problems.

Source: Human Development in South Asia 2008, Mahbub ul Haq Human Development Centre
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Human Capital: Why Brain Drain?

While the importance of connectivity is emphsesd, its effectiveutilisationdepends on human capital
(skills, knowledge and experience). Appropriate skills are required to cultivate a conmefdion
exampleone needs to know how to operate a vehicle (especially a large 18 wheel truck) in order to fully
benefit from theroad network or how to use a laptop to connect to the internétow to use a cell
phone to connect remotely to interact with someone else. At a macro level, high quality human capital
is also necessary especially when it comes to the management ofgxistiources.

Most of the human capital in Pakistan comprises -léav mediumskilled labair. Highskilled human
capital, finds itself well off in migrating to developed wofldhe end result ibrain drain. If transmission

of knowledgeand skills take place from highto medium and consequently to lowskilled labair,

where highy-skilled keep up with the recent trends in their profession, brain drain can signifidatly
reduced Other than improving the qua&ji of education to develop highiskilled human capital,
strategies must be devised to retain and motivdkés top of the line labour force that can benefit

t 1 Aadl yBain @a® atlibégh a significant source of foreign remittances, ultimately leads to
deterioration of institutional gality in the home countnfi 2 ¢ KA OK | | ljdz§ | ff dzRSa
(See Box 3)

Box3 ¢ Vicious Cycle of Poor Governance and Brain Drain

For political reasons, governments in poor countries have found it expedient to expand employment
caping wage growth. Similar considerations have led to the pursuit of egalitarian policy in the goverr
cadre so that wage scales have been compressed and salary increases and promotions are fhatserithe
result is that there has been a large fldvom these public sectors not only to the International Financ
Institutions (IFIs) but also to the multinational sector, internationally as well as domestically.

With poor institutions and poor governance, public sector delivery of servipessonal seurity, physical
infrastructure, such as roads and railways, clean environment and facilities to raise children and prc
future for thent is poor or inadequate. Declining quality of services has often been cited as a cause of fl
human capital. Bor governance can therefore be se#iinforcing. Once it sets in, it ratchets taxes upwards &
encourages evasion; lowers professional standards, encouraging the flight of better professionals leav
poor quality professionals to manage with ever akening standardsMany interesting modelshave been
developedto illustrate how poor incentives can lead to poor allocation of talent, which ultimately impe
governance and growth. Societies with poor governance can be stuck in a low growth trap saiificult to

break outfrom.

Despite numerous consultant and technical assistance reports for capacity building and civil service I
citing thescarcityof skills as a major constraint to development, to date no systematic attempts at develd
anassessment of needed skills in the poor countries has been undertaken. Yet it is obvious to those invc
technical assistance and training, to maintain vigilant systems for supervision and regulation, provision o
development (including healthand education), development and maintenance of infrastructure &
governance in general, key skills such as academic, financial, engineering, managerial, and medical are
at different quality levels. Continuous flight of human capital will retdrel moderngation process as well as
the development and implementation of effective domestic policy.

Sourceb | | | BrairS¥ain W Human Capital FlighRakistan Institute of Development Economics (PI2E)5.
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Zaidihas analysed the overall state of social capital in Pakisfaby lookingat some key instruments

which affect and reflect the intensity of social interactions within communities such as libraries, public
spaces, committees or ROSCAs, prodesd associations and labp unions. Some key findings of the

study are summased in Box4.

Box 4¢ Components of Social Capital

Measuring social capital is a complex exercise. A number of indicative examples of social capital may b
for future research, and deriving some generic policy inferences.

Professional Associations and Labour Unions

Professional and labour unions are vital forms of social capital for individuals who cannot easily inf
political and economic decisiondependently, in the absence of unified expressions of collective intere
Professional associations represent highly spesedl and skilled labour. Membership in profession
associations helps in identifying trained professionals that exist in & gisgnomy.

The Pakistan Medical and Dental Council reports a total of 144,403 qualified and licensed doctors and
in the country. This represents less than one physician per 1,000 people. Most developed countries
minimum of three or more pysicians per 1,000 people. Membership of the Institute of Chartered Account:
which certifies Chartered Accountants (CAs) in Pakistan, is also skewed. 71 per cent (5,078) of CAs in
work in four cities: Islamabad, Rawalpindi, Lahore and Kar&ahilarly total membership in labour unions |
Pakistan, as recorded by the Pakistan Statistical Handbook of the Statistics Division, has also decreas
per cent since 1980. There is more ungad labour in the public sector than in the private s@c The WAPDA
(Water and Power Development Authority) union has regularly managed to protect the collective intere
WAPDA employees.

Committees and ROSCAs

I 02YY2Yy VYSOKFyAaY 2F AyF2NXIEf ONBRAG Ay t kdt’
Association (ROSCA). ROSCAs use social collateral (connections between individuals and the threat
sanctions) to address the problem of incomplete contracts due to imperfect information and diff
enforceability. ROSCAs rely to a significdegree on social capital. ROSCA members gather for a seri
economically motivated meetings. Informal surveys of housewives, shopkeepers, members of close
religious and ethnic communities, especially in urban areas, confirm either parti@petior knowing of a
social committee.Numerous instances of policy prescriptions have called for finding a way to take advan
the committee system an existing example of the economic value of social capital. For example, in Sr
Medium Enterpriss S@St 2 LIYSy (i ! dziK2NRG&Qa o6{9a5! Qadv t NRrg
2008, one of the recommendations for helping entrepreneurs is by providing them with greater acce
committees.

However, attempts to formalise an informal mechanisnattis a manifestation of social capital in action m
be a very bad policy. The entire basis for the success of ROSCAs and committees is the informal arrar,
However there is no verifiable database of various committees in Pakistan. Metrics for tasgjirtiee size and
scope of ROSCAs are unknown. Without a substantial amount of research into ROSCAs any concertec
policy prescription would be speculative, and from the angle of social capital, potentially detrimental t
communities.

Source: M4l ARAZ W5A4302yySOGSRK t Keaaolft /FLAGIEEX {20AFf [/ I Likdss
of Chanae, 2011

®a %EARAZL W5A1402yySOGSRK tKeairlOkt /FLAGEES {20AFE /[ FLAGHE S

Process of Change, 2011
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In Pakistan, libraries and public spaces (parks, museums, play grounds, stabeatres and centres

of arts and performances) have played a very limited role in promoting social interaction. It is mainly
because of how they have been viewed by policyanalkand citizens, alike. For example, libraries are
viewed as merely buildings (inorganic structures) for reading and perhaps as landmarks for connecting.

This is a very limitg and suboptimal way of utilisng resourcesuch aghe building land and garden

sculptures, paintings and other art works displayed in the libfaopks multimedia (CDs, DVDs, tapges)

microfiche magazines and newspaperacademic and technical journalkistorical and government
records furniture and equipment @mputers, photocopying machines, internet lines, etand trained

library staff. It is sad that valuable resources are constructed, purchased and stored but hardly ever used

by our citizengyouth and professionals alikand not properly maintained. Theate of libraries in
Pakistan is summesed in BoXb.

Box5 ¢ Libraries as Public Spaces

There is no official estimate for the total number of libraries in Pakistan. The last known survey underta
1989 estimated a total of 284 libraries in the country. In an interview, officials at the National Public L
estimated the number of puldi libraries to be about 400, which included a cautionary note about w
O2yaiGAiddzi Sa | Wakksifevel in(Pakistantofieh haEm@re thah a few $helves of books inside
district or Tehsilheadquarters, which is almost never used.

Anecdotal evidence from both the provincial and district level belies the estimates provided. For exe
Sindh, which has 23 districts, has no public libraries of any kind in sixteen of those districts. In Rawal
district with a population of oved.5 million, only two public libraries are functional. Next door, in the fede
capital of Islamabad, where there are as many as six public libraries, none are functional, lack wat
electricity, as well as the requisite stafdne of the problems hebeen inconsistent library policies. In a survi
2F J2@SNYYSyiliQa LISNF2NXIyOS Ay LINBY2GAy3a £ AoNI

College University, Lahore, illustrates the declining trend in efforts to promote and sustairelhin Pakistan
since 1947. Jaswal measures performance on a six point scale in the areas of planning, legal

development and financial support. The current state of libraries in Pakistan is not hard to understand
NEBGASGAY I \att postiayal(bd pulicEpdIBy for libraries. In eras where there was planning

legislative activity, there was no money. When there was money, there was no planning.

Other Examples of Public Space

Though there is little data on public parks and spaytirenues for youth, anecdotal evidence suggests th
aLJ 0Sa KI @S &a1S6SR dzal 3So t I {Aadl yQsectonhirépiestiitatich
of the socieeconomic range of Pakistanis. Low confidence in law and order situation andgpatity of
grounds and parks could be playing a critical role in separating Pakistani children from different ecc
strata. The traditional place where communities sit and interact with each other, the Pakistani version |
café, is theDhaaba In nore urbansed spaces, corndbhaabasoften adorn the streets on which modern café
have come up, which means that the seeimnomic divide once again determines where you eat and d
and who you interact with.

ThelLocal Government Ordinance 2001 inclddenumber of instruments that sought to leverage the sense
community that is germane to Pakistani society in service of rural and urban development. Insaaf Comn
Musalihate-Anjuman and the Citizen Community Boards (CCBSs), all sought to helpottiaV solutions for local
problems by formally recogsing the social networks and trust bonds of communities, many of which
functioned without fail for centuriesHowever, most of the community instruments conceived by the Lc¢
Government Ordinanc2001 were of course unable to survive the rollback of devolved local governmer;
2009 and 2010. This singular lack of political viability for instruments that largely sought to formallyisecc
reward and sustain informal institutions of the commiyninay represent an important trend.

Sourcea %k ARAZ W5A3a02yySOGSRK tKEaAOFt /[ FLAGEESZ {20AFt [/ Prodess
of Change, 2011

Rethinking Connectivity as Interactivity: Role of Networks 27



J
‘AoT %

%

In developed countrigslibraries provide a space for not only self study but also for group study,
community meetings, research, contemplation, composition, computer facilities, with well designated

sitting areassuch asfood and drink zones for taking short breaks. Significaeta in the library is
RSRAOFGSR F2NJ @FNA2dza WwWO2ff SOGADBSQ | OlSkmidaklyj A S&a ¥z
managers of public spaces (Central Park, Time Square, Trafalgar Square), frequentde tegavials,

fairs, concerts, marathts and sporting events. In th&nited States school parks are open to
communities after school timingan efficientway of utilsing existing infrastructure.

Social capital caalso be of international naturein the form of PakistanDiasporas India preents a
good regional case studytudents graduatindgrom Indian Institute of Technology (IITand Indian
Institute of Management (IIM)both having many campuses nationwidg to the developedworld,
especiallyto the U.S. for higher educationNlastersand PhD degre@sSince 1953, more than twenty
thousand Indiansavemigrated to theUnited StatesAlthoughthese institutions of higher learning have
been criticised for encouraging brain draifnom India the highlyeducated and well connected Indian
Diasporahave provided avital platform to India for greater international networkingnd creatingthe
technology hub in Bangalore, Hyderabad and other cities in India, during the past 20 years.

After liberalisation of the Indian economy,in the early 1990sthe past trendof brain drainis
experiencinga gradualreversal.Now, Indian Diaspora is not only investing Iimdia but is cultivating
social capital that emerged from the human capital context (i.e., IT and LliMsalbybringing in
business contractBom the United Stategbanks, multinationals, and even U.S. domestic firtimsjugh
their international contacts.The eturn of the Diaspora and their networkare being fused with
domesticnetworks andcontributing significanty towards development of Indian markets, commerce,
institutions and overall economic growttOver the last decade, emerging scientific and manufacturing
industriesand outsourcing of technical jobs from North America and Western Europe to hadia
created significant opportunities fahe graduate within India.

Pakistan also has a significant Diaspora. Howewelatility in economic growthpolitical instability
insecurity and lack ofpolitical consensus to passssentialreforms discouagesthe Diasporafrom
investing in Pakistan or collaborating wittalenterprises andnstitutions(Box 6)

Box 6¢ Three Main Reasons for Flight of Professional Skills

1. Incentive of a higher rate of return, often at a lower risk, to human capitéthe host country. This occur:
for at least the following two reasons:

a. Host countries are often able to offer market determined salaries, unlike the countries of origin w
the public sector intervenes and interferes in almost all professions and hastl@s of nor
competitive remunerations.

b. Host countries have a stable macroeconomic and spoldical environment that provides security a
well as substantial creature comforts, both of which often are in question in the home country.

2. For professionalgrowth, it might be important to be in the professional centers that are mainly,
developed economies. Without participation in such centers and conferences, the risk of profes
marginalsationand obsolescence is great.

3. Poor countries, because ofsource shortages or mismanagements, are frequently unable to pro|
complementary inputs for the practice of the concerned profession. For example, research scient
universities may not have laboratory facilities; doctors may not have hospitabegunt, etc.

Sourceb | | | Brair¥ain W Human Capital FlighRakistan Institute of Development Economics (PIRE)5.
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Global Connectivity

Share in international trade can be viewed as a proxy for global connectivity ofcamgry as it is
mostly the case that countries with orgaad physical and social networks find it mutually beneficial to
GNFyal Ol 6AGK SIFEOK 2G0KSNX tlFl1AadlyQa akKFNB Ay Ay
last three decades. The ordignificant reform effort was made during the first of half of 2d@under

the trade liberakation program. It involved reductiom igovernment trading monopoliegspecially in
agricultural sectagremoval of import quotas, import surcharge and regulagyoduties and significant

tariff cuts and rationa#iation. The resulting structural changes lead to increase in the openness ratio
from 25 per centto almost 30per centwhich was later identified as the third most important factor
contributing towards ecoomic growth*® Another positive outcome was also an initial sign of export
diversification*” However, the second half, especially after the financial crisis of 2008, saw a dramatic
reversal of this policy hence eliminating the benefits accrued till then.

¢2RIFE& Y2aid 2F tlFl1AadlyQa SELR MRG0, higemakkets (BKS B NI LIK
and the EU) absorbed Gr centoft | 1 A Jofial eypOrés in goods and services. Recently, State Bank

of Pakistan has also taken significant steps m direction to ease transaction between Pakistan and

Gulf countries. This has resulted in increased inflow of remittances from targeted countries through

formal channels (Figure 4).

Figure 4: Remittence®r July-April
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stands at only 2(per centof the total. Out of this, 6(Qoer centcomprises trade with China alone

whereas trade with countries on the western border suffers from poor physical infrastructutd|e

trade with India is largely a question of political will. The matter gets exacerbated due to manual

processing at the custosnandborder posts.
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There is significant tradpotential which can be exploited with the adoption of the combination of
reduced restrictions, improved transport network and automated custom posts. It is reported that the
informal trade with India, Afghanistan and Iran is couple of billion dollars tharewhat is reported.

Figure 5highlights clusters along the international border in theighbouringcountries which could
possibly be connected with domestic clusters in order to increase trade and therefore improve regional
connectivity of Pakistan.

Figure 5: Cluster Linkages
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The total number of border posts along the western border remains roughly the same. However, along
the Indian border, there is potential of increasing the border posts from the current number of three
(which include both fujl and partially activgostg to at least five.

Figure 5Salso shows the potential linkages across economic clusters within Pakistan which may facilitate
domestic commerce. Although most of the linkages already exist and only need to be strengthened, one
major link which requires significant investment is that of Gwadar with upcountry. Given the economic
viability of these linkages, private investment can be attracted if appropriate regulatory framework is
provided.
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Constraints on Growth

Disintegrated Markets

Domestic markets are not fully integrateMore than 30 percent of agricultural output is curremtl

wasted due to inadequate farfio-market roads, lack of cold storage facilities, and obsolete and
underpowered trucking fleetMoreover, areragespeed of Pakistani trucks is half of taeerage truck

speed in developed countries.A (it K LINR RdzOG A @A (& 27F t lbpidganlyl/§ofwl Af &1 &
Chinaand 1/3% of Indid® it not only takes longer but also costs more to deliver goods teptt

significant price differentials of goods both domestic andinternational markets. Lack of efficient
connectivity increases the risk of joint ventures for businesses from different geographic areas. This not

only reduces growth in domestic commerget also discourages innovation by forcing people to stick to

their traditional ways of doing business.

Furthermore, dw ICT penetratiorand limited connectionin rural areas slows down the flow of critical
information, thus leading to suboptimal decison-making. By focusing only on saving agricultural
produce from going to waste and ensuring smooth and timely information flow the overall turnover and
profitability of farmerscan be raised to eventualigduce poverty.

Table 4highlights key indicatorsvhich are responsible for effective use of ICT in any countiy. A

rankings except ereadinessare out of 133 countries where rank of 1 is given to the best performer. In

the ereadiness index, 40 p@® Sy i ¢SAIKG A& ITAOSY (nRumbtantdusifeSsa & Sy ¢
I R2LIGA2YQOSYR w2 WSORAYYSOUAQDAGSR. . tHY|R Hb& Qfptigahce 38 Ay T
in this index suggestbat it doesnot have a suitable environment for intensiveeemmerce.

Table 4: Why is-€ommerce still atan infant stage?

Countries Ereadiness (out of 70)* Prioritisation of ICT Staff training | Training services
Pakistan 66 74 112 99
China 56 17 50 47
India 58 19 34 32
Indonesia 65 71 33 48
Malaysia 38 14 16 26
Singapore 7 1 2 1

SourceThe Global Information Technology report 2609
*The 2009 ereadiness rankings, Economist Intelligence Unit (2009)

Recently however, there has been some growth in@mmerce especially in the banking sector which

has taken advantage of rising teledegséind introduced mobil@hone andonline banking. Almost half

2T GKS 02dzyiNEBQa T1v3xnnn O2YYS ndinebahkingh Oryalsmalledbecgle) K Sa |
there are also few online shopping websites and job portals wtdetprovide the base for eiveloping

the right culture for ecommerce. Major hurdles are unavailability of proper hardware infrastructure,

few internet users, low security of online transactions, and poor adoption of technology by businesses,
universities, and the government.

8 Ppakistan: Growth and Export Competitiver@Beport No. 35499K, The World BankVashington DC2003.
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economies. Although there is not a huge difference #readiness when compared to China and India,
significant gap in other rankings suggests that Pakistarcenlinue to lag in eeadiness at least in the

near future. In China alone, there are 1106cammerce websites and total number of people
participating in ecommerce activityapproximates tol42 million. Ecommerce in India is also gaining
momentum. Indi®@ & f I-dddnSeEcel welsite (tradeindia.com) has 0.7 million buyers and is growing

at a rate of35 per centannually.

Lack of social capital across rural communities further exacerbates market inefficiéndies.absence
of credible accountability infrastructureyhich is the case in rural areagcial capitatanact as a threat
in the form of social exclusioherefore in rural and tribal areadusiness dealings mostly take place
within or across comnmities only if social capital exists, whichreditionally an outcome ofamily and
inter-generational linkages.

In the absence of significant cross community interaction, high level of social capital within a community
can sometimes create mulgiolar societies where each pursues its own goals. A prime example of this is
the Khurram Agency in the Federally Administeraibal Areas (FATA) of Pakistaldeological
differences between two religious communities in the agenesyallylead to clashes and dguent
killings.Increased social and business interactions between two communities can develop social capital
and hence build trust which is necessary for peaceful and harmonicegistence. Introducing mobile
market on the patterns of Bangladesban be one way of increasng information flow across
communities and promang greater interaction for mutual benefit.

Lethargic Cities

Over the last decade, cities have increasingly faced traffic congestions. Ursechamd infrequent

public transport withno safety and quality control has forced people to resort to personal transport
such as cars and motorcycles. City planners look for solutions in underpasses and flyovers instead of
improving the public transport system.

In Karachi, in 2002, cars and raatycles accounted for 92 peent of the vehicles as compared to 6 per
cent of paratransit vehicles and 2 pecent of public transport vehicles. Furthermore, transport is
dominated by the private sector in the form of minibuses and coaches, which arealoacity modes of
transportation andare unable to cater fully to publidemand fortransport GeeTable 5). In Karachi, 81
per cent of the public transport vehicles aoé low capacity’® This is mainly due to higher import tariffs
on large buses and inadequate financing.

In bigger cities, lack of regulatory framework for monitoring the businesses during the last two decades
hasalsoled to monopolies which are now operating, in collabd@a with corrupt police officers, as
transport mafia.Thus, a potentiaéntrant faces stiff oppositionThis alsdeads to under utilation of

routes to a level which offers highest returns to the monopolist.

YL 1 vdzZNBAKA FYR [ 'S WENBYVLENBY & DIRANIG SEYXRAyYdAGF AYBo{ 8 dzRe
Science and Technology, vol.12, no.3, 2007.
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Table 5: Public TranspofRoad Basedfleet andRoutes(Number)

Routes
Modes Number of on road vehicles Classified Operative
Buses 2300 110 48
Minibuses 6284 197 104
Coaches 3562 96 67
Total 12146 403 219

Source: City District Government Karachi

Inadequate transport system is a majmarrier for cities to become engines of growth. The problem gets
multiplied when it comedo Pakistani cities where higiensity areas are discouraged due to outdated
and ill planned zoning regime. Horizontal expansion of cities results in low populaisitydmeans a
lesser probability for any individual to come across new ideas. None of the cities offer a dedicated city
centre which could encourage networking and hence raise the levels of social dapéadlition, lack of
community spaces such as-aonditioned shopping malls, libraries, clean cinema halls, museums, parks,
etc. make our cities dull and uninvitingities are notattractive for Wonnectingand Yhteractingand
hence the social capitéah Pakistan remains low.

Regulatory bodies havadso rot increased their internal and external efficiencydgopting ICFenabled

connected governance. Duplicate property records, little coordination within the regulatory bodies, low
participation by citizens in decisianakingcreateproblems in cityplanning and administration. Figuée
highlights some of the benefits which could result from connected governance.

ICT-enabled
connected
governance

Figure6: Benefits of Connected Governance

Intra (within)

wAvoiding duplication of property records

uGreater coordination and communication

ofaster and Innovative service delivery
winfo. sharing across regulatory bodies

owGreater citizen empowerment
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Poor Trade Facilitation

tF1{AadGry NIXyla yp 2dzi 2F myo O2dzyiUNASA Ay
the business environment Bvaluatingdimensionssuch asstarting a business, dealing with
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construction permits, registering property, getting credmsotecting investors, paying taxes, trading
across borders, enforcing contracts, and closing a busifiess.

t I 1Aadl yedeedNIKKYAWNA YR LYRAFQaX ¢ KAFGhE godngignt y T
could decrease the total number of documentsju&red for external trade by only two, through ICT
FR2LIGAZ2Y T tF 1 Aadl yQaurthdtdirghi the/ Gurrent BsiZo F8. AtYptedeRt dokal
documents required for export and import are 9 and 8 respectively. Document preparation takes 11
days on averge out of the 22 days requirefbr exporting a container from Pakistan (Figifje

Inland transportationalso suffers from alifference in cost and time when exporting and importing
container from different cities. Cost is thewest for Karachi and Hydabad (Figure8) because these
cities have closer access to the sea. It costpdi7centmore to import a container to Lahore than to
Quetta.

To start a business in Pakistan, it requires 10 different procedures whialierage consume 20 daigs
complee. In 200910, Rwanda stood out as a top reformer by reducing the procedures required for
starting a business froraight to two documents which helped simplify the statip process from 14
daysto only 3days.

Figure 7 Pakistani Exporters Spend Most of The Figure8: How Much Does it Cost tbmport and

Time on Paper Work Export a Container to/from Pakistan
PaKistani exporters spend most ot their time on paperwork How much does it cost toimport and export a container ta/from Pakistan?
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Source: Doing Business Report, 2010

Youth with Unemployable Skills

Low level of broadband penetratioronstrainsaccess to modern methods of networking to the youth
and prevents them fromenhancing their social and professional connectivity. Job portals, which signal
and convey skills sought by employers, inform the youth about which skills to learn and acquire.
Physical, proéssional and social connectivitibstween universities, entrepreneurs, trade associations,
professional and certifying associations, and enterprises in different seatergery low in Pakistan.

Pwps2Ay3a . dzAAYSEda HAMNQE ¢KS 22NIR .lYl1S HAMA

Rethinking Connectivity as Interactivity: Role of Networks 34

by



i

There are virtually no trade shows and conferesigvheredifferent partiescould meet, learn andttend
professional training courses and interact for mutual benefit.

Pakistan is ranked 92 out of 133 countries in univeidisithustry linkages index, much lower than the
ranks of China and India, whicheat 23° and 48" position respectively' Due to the weak university
industry-professional nexus in Pakistahg youth is not able to acquire the skills sought by employers.
Thus,the enterprises and universities are not able to compete effectiveljhenglobal markets anthe
government is not able to deliver services, efficiently.

TWPeKS Df26Ff LYF2NXYIGMAMAIQSORRS! 2 20T RSQWDRY 2¥ADDC2NHZYE HAMA D
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Issues Faced in Financing of Infrastructure Projects

With increasing cost of construction, frequent occurrence of large scale natural disasters, and ongoing
fight against insurgents, it has become impossible for the government to continue financing
infrastructure projects. This can be seen from the recertutions in the budget of Public Sector
Development Projects (PSDP). Historically, PSDP has been the main sfwmdsinfaddition to foreign

loans. Much of the international aid, however, was directed towards social sector projects which were
arguablyof temporaryhumanitarianrelief.

To deal with these challenging circumstances, IMF has highlighted some key issues which need to be
addressedwhen undertaking any infrastructure development project. These inclaalysing type,

nature and amount ofnvestmentthat canoffer the biggest boost to growtithe means to finance the
investment and the profile of the intended recipienWlithout looking at these issues, there remains a
much higher probability that the project will get delayed to an extdttit no longer remains needed.

If the project does get completed, long delagésethe cost to an extent thatost benefit analysis done

when the project was conceived is no longer valid. WihieeWest still figures out how to fully recover

from the financial crisis of 2007, it has become difficult floe developed world to finance projects in
developing countries. This has left countries like Pakistan with no other offtaonto initiate reform

aimed at utilsing its ownfull strength.

The type and nature of investmentsthat offer the biggest boost to growthhave resulted in the
establishment ofNational Trade Corridor Management Unit (NTCMU) to come up pléths aimed at
improving traderelated infrastructure facilities witlthe goal of making Padtan a regional trade hub.
However, NTCMU is still to come up with any coordinated plan. Projects are still being approved in
isolation with no broader vision of achieving sustainable growth. Ideally, a strategy should have been
prepared by now and NTCMihould have moved on towards implementation stage.

Similarly, there isa need for improving PC with respect to involving private sector in development

projects. PGl is a project proposal which contain®st estimates, technical description, cash flow
estimationetc. PGl documentsexpect the project to be fully financed from PSDP. Instead, the project

should befloated to the private sectoto undertakewith full ownership and if notaccepted by the

private sectoronly then the governmenshould beapproached for funding. éding another section on

Wttt oLzt AO LINAGEFGS LI NI y-§ NEUWENIEs duddéste@ Wy they | £ & &
Infrastructure Management Unit (IMU)ould be a good idea

The IMUhas also done an extensive and useful studyconstraints to private sector investment in
infrastructure. But much needs to be done in removing these constraints. Some of the key constraints
highlighted by the studyelatedi 2 WLINR OdzZNBYSy i I 63 Q “TAycBrding taxkie O dzNB Y S
study te current procurement laws do not include a requirement for the public body to consider
infrastructure service delivery through the private sector. It also aticithe procurement process for

being too centralied. Allprocurement detsions for a valuas low as USB-5 million are made at the

highest level of the Government. This is the case even for projects which amef@entPPP and will

not require any public expendituré. K S NI LJ2PKdjectté-firdjeat S@provél culture at the highest

Pyl 2ayRYENAE G2 tNAGFGS {SO002N) Ly@SadySyd Ay LYTFTNI adnNdzOGdzNBQs
Government of Pakistan, 2007
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Gowernment level is inefficient, leads to disempowerment of the public implementing bodies that
undertake primary analysis to prioritise projects, and opens the door for considerations that are
extraneous to the primary objective of efficiemllocation amongcompeting demands for limited
NEa2dNDOSad ¢KS LIJzofAO0 02RASa ONBIFGSR o0& ad+ ddzisS 2
to-OF aSQ F LILINR @ f  Odzt G dzNB

Despite considerable resdition and wide consensus, Pakistan is still to come up with a detaildd

clear framework on PPP. This is mainly because the direction, content and the responsibility for the PPP
framewark still remains unsettled. For examplé,raunicipal level, legal edusions between the role of

local and provincial governments is undermining the PPP projébtsIMU has identifiedestriction on

local governments against financing development projects through user dsea major constraint to

PPP at municipal leveknowing that various amendments are being considered in local government law
at provincial levels, these issues can be revisited with the approach of promoting private sector in
infrastructure projects.

Also, land acquisition laws are currently in dmtfwith international norms and therefore need to be
brought in line. It is one of the major issues and has often resulted in delays and sometimes egen lead
to the abandonment of the project duéo political interest In addition to introducing new PPP
framework, IMU study also highlights the existing laws which discourage private sector partigpation
one of them beingthe NHA Act which does not contain any requirement for PPP Option Andlysis.
NHA Act also does not empower assignment of toll recédglin favar of the private company
executing the project. Another issue is that of competition with public sector construction. It is argued
by private construction companies that lucrative projects are always given to public sector corporations
in a nontransparent and discriminatory manner. Such attitude discourages growth of private sector
firms and hence their ability to undertake projects which are spread thin over the time horizon.

Thelnfrastructure Project Development Facility (IPDF) has alseagpwith several studies which try

to streamline the role of private sector in inftucture development. The studigalthough very much

in line with IMU, spealon the issue ofipdating the P€L document in much more detaiFor example

the IPDF statesPhe line ministries should assess whether the project can be funded through
privatisationor Public Private Partnership. Only once the line ministries and government departments
have proved that the project is not feasible for private sector participatshould the PQ for that
project be formulated for PSDP fundidgb

TheD2 @SNYYSYy G 2F tlF{1{Aadry KFa LI &a&aSR Wtl{Aadly t2f
down a basic framework. However, the above mentioned issues related to the praetior
participation in infrastructure development still need to be resolved.
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Reforms

Promoting Public-Private Partnership (PPP) in Infrastructure
Development

There is need for improving RGvith respect to involving private sector in financing infrastructure
projects. It should be made sure that first the project is floated to the private séatandertakewith

full ownership and if not successful only théme government is approached for funding. Another
aSO0GA2y 2y Wttt h llodutheht, ds ¥lgdesiail byitHRU, dayl beln gddd addition
in this direction.

Similar analysis is required to be made part of NHA Act which does not contaguemyequirement

and therefore discourages private sector participation. NHA Act also does not empower assignment of
toll receivable in favar of the private project company executing the project. Such a requirement has
been very detrimental to fast trackompletion of infrastructure projects and has in many cases deprived
Pakistan of possible foreign investment.

Procurement laws and processes also need to be simplified and made more investment friendly. In this
regard, procurement lawshould require that the public body first consideinfrastructure service
delivery through the private sector before it steps in. Procurement @sees should also be
decentrali®d. All procurement decisions which are 18 centbased on PPP and do not require any
soveragn guarantee should not require any approval from the highest level of the Government (Federal
or Provincial).Restriction on local governments against financing development projects through user
charges or fees should also be reviewed by respective resi

Land acquisition lawsof{ 1894) are currently in conflict with international norms and ought to be
reviewed and brought in line with international best practices. For this purpmseyaluation process

under the acquisition laws shoulik initiated totake into account adverse social impact, loss of assets,
businesses and income. This is one of the major issues which have often resulted in delays and
sometimes even to project abandonment.

Improving Public Transport Network

Instead ofseeing road construction as the only solution to traffic jams, an efficient-iatet intracity
transport system must be introduced. Most large cities of the world use some form of rail for effective
public transport. The Karachi Circular Railway (K&@R)a popular public transport system during the
1970s with about 0.3 million daily passeng&KCR facilitated the urban poor as well as middt®me
population. However, deterioration of infrastructure, stations and crossings led to reduction in the
number of commuters. The number of daily trips of KigRreasedrom 104during1970s toonly onein
1999>* By running a traifbased public transport system, commuting times can be reddodecilitate
commerce and commercial activity, as well as increasgroductivity oflabourand other resources.

Pa {2KFAtEZ W NBlIYy LldzofAO (N}yaLRNI FyR adadlrAytrofsS fAQStAK2Z2

Loughborough University, UK 2000.

L1 vdZNBAKA FYR [ !'TS WINBlIY ¢N}Y&ALRNI FyR {dadlAylFrofS ¢NIya.

Science and Technology, vol.12, no.3, 2007.
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Public transport in the cities has also collapsed as the public sgetdrcUlarly povincialgovernments)
completely withdrew from investment, management and operation in public transport, bothmwéhd
between cities, after mid990s. Under franchise arrangemenisrivate companies operated bus
systems in a few major cities for some time but for lack of financing and infrastructure, such as bus
terminals, bus depots, workshops etc., these systems areredwced to about 1200 operational buses

in five major cities of Punjab. The vacuum has been filled by poor qaalitgenerally unfit25-seater
Mazda, 18seaer Toyota and 13eater Suzukithat are primarily owned by small operatorBetter
regulation ofroad based public transport is required. It would involve realignment of existing routes by
bringing major avenues within cities into the public transport netwalctioningthem to private
sector; ensuring appropriate number of buses for every routejatéwythe extreme ldt lane on major
avenues as busnly lane andwillingness by insurance companies to provideemlagefor new entrants
against the hostility of existing mafia.

Box7 ¢ Public Transport Model for Islamabad

log &2y Qa Y&reu§h and2qtiidk SKefches of a transport scenario for a grid city. It is easy to app!
model to Islamabad, which is a grid city. Figf&) shows a map of Islamabad with 11 possible routes (rou
trips) in blue and red lines. Each route travers@e or more sectors, where each sector is a square of len
two kilometres Thus, shortest route is betweewo adjacent sectors, totéing eight kilometresand longest
route would traversesix sectors, totdling 24kilometresp | O 02 NRA y 3 (i 2 ghst jeutney ¥eed
of 15 km/hr is attained when a bus makes a stop after every 0.5 km.

Thus, it will takewo minutes to cover 0.5 km (distance between two stops). Assuming that two buses mai
a distance otightbus stops (which i®ur kilometre9 between them, maximum waiting time at each bus st¢
will be 16 minutes.Threebuses would be required on the shortest round trip asel/enbuses on the longest
route. For the 11 routesshown in char(a)it is estimated that an average o$ixbuses woulde required per
route. Thus the total number of buses required onZXllroutes would equal 66.

This estimation is a simple application based on some simple assumptions for the bus system. A more ¢
estimate would consider: (a) demand on each rquéspecially during peak versus -p&ak hours; (b) bus
capacity; (c) traffic density (which again would depend on the hour of the day); (d) shapes of the |
(whether buses go back and forth on the same avenue or make zigzag circuits); and, (e) bee ofisignal
lights and waiting time at the signal lights or crossings, on each route.

Figure 9(a) Figure 9(b)
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Box7 ¢ Public Transport Model for Islamabaontd.)

Such a model as explained abaveuld allow passengers to get anywhere with just one transfer. Each bus
at the intersection would also allow mobility in all four directions, except for bus stops at the outer cor
Such a network will bng the bus travel timevery close to time taken on a private car cover the same
distance On the longest route{11 to F5) it will take about an hour to reach from home to work.

To connect Islamabad with the suburban population, which is where most low income people work
Islamabad reside, three more routes have been shown with green lines in FiajeCity routes are not
fixedt they can be realigned and the total number mfutes can be increased or decreased depending
demand. Figure 8 (b) shows possible alternate routes, connecting the centre point of some sectors, whic
either replace the routes shown in Figure 8 (a) or be added to the nhumber of routes.

To makethis model work, Capital Development Authority (CDA) would have to auction the routes
ensuring that no bidder acquires too many routes to impede competition. Bidders must not be regulat
law enforcers. Also the conditions of buses required omowes routes must be observed. Ticketing can also
introduced on bus stops or viateketing to make boarding more efficient as done in Curitiba city, Brazil.

Government can also get into a joint venture with private sector which might help boost censiamfidence.
Public private partnership structure and rules should be pre determined and designed in cooperatice
business enterprise council.

{2dzNDSY [26a42yX ad 6uHnnn0d® GaLRSFfAASR Y2 RS tpart MaRahemeddzo £ A O G N

In a situation where radbased city transport alone is seen as an expensive proposition and beyond the

means of most local governments,faly integratedrail and road based networthat caters to the
ySSRa 2F tI1AadGFryQa NIYLARf&@ 3INBGAYI dz2NDI Y

LJ2 LJdzf | i

integration of transport network, strong regulatory institutionén charge of maintaining transport

infrastructure and regulatip private transport perators should be established at provinciadnd

district level.Urban planners, apart from urban development, should also be responsible for providing
appropriate space for transport infrastructure such as truck stands, bus terminals, bus depots,
workshops, etc. and transport related activities like wholesale markets and warehousing. Effort should
also be focused at implementing traffic management meassteh as onavay traffig foot paths and

cycle waysimproved signalsintersection improvementsbus baysroad maintenanceroad drainage

removal of encroachments etc., than on road building projects.

Creating Sophisticated Market for Railways

In 200809, it was estimated thaPakistarRailwayssmployed 90,000 people and carrigzh average 65
million people annually. Indian Raays on the other hand employks6 million people and carries 7.3

billion people annually. Theatio of passenges per employee for PakistaRailwaysstands at 722and
4562 for IndianRailwaysrespectively This is mainlyue to PR losing market share to roaensport

Indian Railwayshasnot only retained market share butas also carried oudome bold reforms during

the last decadevhich have helped to becomeextremely profitable

Pakistan Railwayss facing significant losses due to mismanagement, overstaffing, dngestment,

poor maintenance and weak ticketing checks allowtiayellers to ride the trains without purchasing

tickets Over time, there have also been political interventions in dagieihich new routes to opeand
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serve. Furthermore, PR is not allowed to charge its marginal cost and the tariffs have always been
dictated by the federal governmentVith massive losses, Pakist&#ailways needs tamprove its
operations. Toreduce corruption, employees shouldeceive performancebased remuneration. Time
delays should be cuto thattravelling by trains is an attractiveoption for both inter- and intracity

travel. Prices should be deregulated and Railways Corporation showtldveedto chargethe marginal

cost of servicing any route, or portion theregplus a mark-up which is agreed witthe appropriate
governmentregulator.To make sure that public interests are served and exploitive prices are punished,
an independent regulatory bodyust be set up

To improve management, partial privedation should be encouraged. In India, partial prisation of
railways has givenit a tremendous boost. Pakistan Railway®o can adopt partial privasiation
measures, e.g. outsourcing stations management, rail hospitals, all@vgrgup ofcompanies torun
their own container trains This will increase private sector participation necessary for promoting
competition. Alspwhen outsourcing station managemertontracts should be based on total number
of tickets sold for example,some fraction of the revenuefrom a particular stationcould go to the
management This will incentivde the management taensure that free-riding is minimal It will also
encouragemanagement to provide better servigesuch asefficient ticketing systemand better on
board servicesGradually Pakistan Railways should be pidedt completely. There are two possible
ways of doing it. One, through separation of infrastructure (unbimgd and secondly, by privatizing
regional railways while allowing them to remain vertically integrat8dse studies supporting the two
restructuring scenarios amiscussedn Box 8.

Box8 ¢ Case Studies on Railways Restructuring

Japan: In Japaprivatisation of the former stateowned railway, Japan National Railway (JNR), took the {
form of public stock offerings. Privatition was preceded by restructuring JNR into seven sepal
companies six regional passenger railways and one nationadjfierailway. The reform process took 10 yeal
from the time that it was recogeed that radical restructuring was needed until the first of the JNR succe
companies was offered to the public.

Sweden: Swedish state railways were separated into twoigttentres. One centre became the statened
rail operating company, Statens Jarnvagar (SJ). At this writing SJ held a monopoly for freight transport
entire network and for passenger services over the main line network. The second centreeskBa(BY), the
bl GA2Y L € wl Af ' RYAYAAGNY GA2y® .+ Aa NB&aLl2yaa
infrastructure.

United Kingdom: Reorgagdtion of British Railways defines one extreme form of the railway structur
envelope. In the proess of reorgasation, BR was unbundled. The discrete vahaeling functions, such as ce
maintenance, terminal operations, locomotive maintenance, track repair, unit train operations, etc., whic
vertically connected in most other railways, were segtad into numerous relatively smadkale enterprises.
Each enterprise was offered for sale as an operating franchise to private operators. Ownershi
management responsibility for the main line infrastructure was also psgt

United States of Amr&ca: Railway restructuring in the United States has involved industry segmentation
two kinds of private carriers: (1) large intexgional carriers and (2) small local carriers. Structural change
the industry were initiated primarily by the pritesector within a regulatory framework that was supportive
railway reorgargation Since the liberadation of economic regulation in 1980, the U.S. rail industry
transformed itself in the face of strong competition from other modes. A distinguiskaspect of this
restructuring process has been the creation of hundreds of small railways.

{2dz2NDSY w Y2LIAO1A YR [ ¢K2YLA2Yy>S Y.sdarh>abaKRRa. RY¥l WkACH!I
Number 111.
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The various models discussed in Boh@re their strengths and weaknesses which need to be
understood before chosingthe one that would be most effective in a given environmehtvertically
integrated setup(such asin North Americarm) where an gerator has control oveall critical core
functions can serve consumers well through greater harmony between the infrastructure and services.
However, if checks and balance are not put in place and transparency ienfmted a vertically
integrated opeator will act likea monopoly. It can also constrain development of key rail corridors by
restricting train paths?

On the other hand, unburlshg increases track ustion (which is only 4per centin Pakistan) by giving

access to small operatorghis will also mininseA Y RA @A R dzl dbility2td d&iNdt tiagk Niiis&tion

Furthermore, earnings of the track operating company will be solely dedicated to the maintenance and
expansion of track infrastructureHowever thiscould complicate opertons, especially between

2LISNI G2NBR YR GNJF O]l LINRPBJARSNEO® ! f (i HutelsHKessid@a SE LIS
improved the quality okervice it has been critised by companies, passengers,dannions for being

too complex.

Independen regulatory bodies should be stablished for Pakistan Rail transpowith the sole
responsibility of promotingconsumer welfarePrivate participation andyreater competition will result
in greater benefits if independent regulatolppdy exists

Towards Becoming a Regional Hub of Aviation

D2OSNYyYSyiQa Ofz2asS 022Nl A2y ¢AGK tL! Aa GKS Y
Pakistan needs to introduce competition in its aviation industry. Thessential to improve efficiency

and to competebetter, internationally. With world class airlines, such as Emirates and Singapore Airlines

(SA), operating in the same region, it is important for Pakistan to try and match up to their standtards.

must be stated that although several successfulines (such as $Aare government owned, such
countrieshave efficient governance structusén placewhich discourage rethpe and rent seekingln

Pakistan which hasa deep rooted culture of rent seeking, a competitive market which may involve
public-private partnershipganbe amore suitablewvay to achievéanigher standards

tlr1AadryQa OdzZNNByd NB3IdzA FG2NE NBIAYS Aa G22 NBa
significant advantageA level playing fieldnust be createdn the aviationsector, toa In this regardthe

rightsi 2 OF NNE LJ 2aSy3ISNBR 2NJ OFNH2 FTNRY | aSO2yR 02d
country (8" freedom rights) should be introduced. This will make Pakistan more attractive for potential
investors anddcilitate current players by increasing the profitability of the sec&#land other airlines

dza§ GKA& NARIKG SEGSyargpgSte (2 ¥Fte LI aaSyaSNm o0Sic
location, this can significantly improve connectiogtween Central AsiaAfrica, Europeand Australasia

routes. On similar lines, the design of new Islamabad airport (under construction) sagstself as a

hub catering to the Central AsidnNJ @ 3efyir&rgiEtsQ

While effort is made to become compatie at regional level, competition must also be encouraged at
domestic level. Thus the Civil Aviation Authoryt (CAA) should pursupen skQpolicy in both
passenger and cargo traffid.e. dl airlines should be free to operate on routes of their choice. Routes

W I f f S galoreRedides fgriCommuter Raily Ly GSNYFdGA2y Il f t SNALISOGAGSQY wSAA2Y I
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which are congested should be auctioned instead of giving a preferential treatment to PiA.' Sbnilarly
inteNy/ I GA 2yl £ NP dziQ8 & dzf KA NB SY RIFS W TanptEvailabye srousFshould NI Ay S
be auctioned to all airlinesncluding the national carrier in a transparent manner.

Currently, landing rights fee and timing slots allocated to airlines by the CAAvangredtowards PIA.
CAA, by the nature of its mandatshould not have control over any assets which makes it a player in
the aviation industry. However, all the national airports are under its control. Therefore, to aéatel
playing field for all market players, airports shoulddvadually privased. This will not only reduce the
fees through healthy competition between aoyis but will also improve ovaetl efficiency by improving
checkin procedures, flight management, and provision of modern facilitiesler the revised mandate,
CAA, in additiorto other regulatory responsibilities, will also be responsible for ensuring that the
efficiency gains are passed on to the users.

Improving Trade Facilities through Adoption of ICT

To further facilitate trade activities, electronic customs declaratmmmf should be adopted. THerm is

already available and Pakistan can simply consolidate other information ontéattme, in line with
integratedsystems of France or Hong Kafighis would significantly reduce the number of documents

required for export ad importpurposes. Pakistan Customs Compiget Systemwhich was piloted in

Karachi (Figurel0), isyetii2 ©6S NRff SR 2dzi (KNP quit Atdzduccéssfld O 2 dzy
implementation will provide a comprehensive, udgendly and interconnectedelectronic data

interchange system.

Sialkot Dry Port Trust model should be adoptedall national dry ports to allow traders to clear their
goods in their cities. Most of the goods are currently sent to the seaport for clearance purpose mainly
due to longer clearare times, insufficient capacitand higher costs at the existing dry ports

Figurel0O: Time Needed to Import was reduced in Karachi
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Incentivising ICT Services through Pnnnskn1ofLocaIAppHcaﬂohs

Despite the high growth rate of broadband penetration in urban areas, rural areas largely remain
untouched by broadband due to insufficient demand. Government can play a significant role in creating
rural-urban demand for broadband servicesibgentivisigA ( & dzid S dncehtKiSingi KNNBWY YS | vy &
provision of serviceg A Y 2 0 KSNJ ¢ 2 NRa Y@gKIMIOK NN L2LBE AROW-NBACRY aNB
daily requirements. Examples of few services are given in Box 9. Some of these services not only
introduce farmers to new and more efficient methods of cultivation but also improve the marketability

of agricultural output and other goods made in rural areas. However, it must be remembered that as per

the New Growth Strategy prepared by the Planning Comanisshe role of the government is only of a

facilitator. Facilitation can be in the form of increasing awareness regarding such possibilities or
reducing the regulatory burden to stimulate the development process.

Box 9¢ Innovation in Mobile Phone Usge

Village phone model: In many African rural areas, mobile phones have proved a great source of live
especially among women. Women in villages buy mobile phones and sell calls around the neighbourho
portability of the mobile phones makehkis business flourish in areas where accessibility was denied befor
Bangladesh, this was promoted by the Grameen Phone, a subsidiary of the Grameen Bank and Telend
gives out microfinance for purchasing handsets. They gave loans to womemnalnargas to buy a mobilg
phone to sell calls. This system has also been popathin Afghanistan.

Cdl-bazaar: Another innovative idea in Bangladesh is using mobile phones as markets. With the cell
people can list the items they are selling atie buyers can access these items and decide whether to
them. This is important for many small businesses who cannot affordverase in the maistream media.

Information: In Uganda, mobile phones have become an instrument used by farmers tdfagatation about
GKS 6SFGKSNI FYR 20KSNJ FFOd2NE GKFd OFy FF¥SO0

text and can provide answers to questions asked by farmers. In some situations, people call back in resy
specific queies. While television has been quite active in promoting farmer and general awareness, the
cell phones can help provide awareness to remote areas. Mobile phones can be used to promote V
empowerment, health and education information to enhandes tsocial development of rural and remot
areas.

Mobile cash: In many countries, mobile cash is thriving. Mobile money schemes allow transfer of
through cell phones. This is done by mobile phone-upp or prepaid vouchers as caskhs compared to
transferring money through people. Sometimes, this can be done through transferring airtime directly an
converting that into money through shopkeepers and retailersca&h and Smart Money in the Philippine
Wizzit in South Africa, Celpay in Zambial &-PESA in Kenya are examples mobileney schemes that are
succeeding in this venture. In some countries, it has become popular enough to be used as an altern
cash where it can besed to pay school fees and taxi fares

In Bangladesh, similar to Grameen Phone, Grameenphone internet was starfedilitate internet
usage orthe-go in hardto-reach areas. Mobile phones are an already established way to introduce
internet to people without incurring any substantial addital cost. With mobile phone, internet can be
made available in rural areas which will ultimately increase income and stimulate growth. Similar to the
village-phone model, a villageternet model can also be introduced.

In the egovernmentevolution, P&kistanstands at the beginning of theniddle stage where government
institutions provide significant information and limited services using their websites. RedeB&y has
taken some key initiativeeto provide options for paying taxes online. By providing more services online,
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government can incentigg broadband usage by reducing waiting time, travel costs and administrative
hassle.

Furthermore, Electronic Signature Act should be passed to préegde coverfor the use of digital IDs,
signature certificates and electronic authentication and verification. The proposed law should ensure
that the electronic signature is uniquely linked to the signat@apable of identifying the signatary
createdusing means that the signatory can keep solely unmensonalcontrol, linked to the data to
which it relates in such a manner that any subsequent change of data is detectable. However, it must
also be recogised that ensuring all this must not dacentiviseits usage thus forcing people to stick to
traditional ways. Such At will promote use of fternet and Intranet email for interoffice
communication, both at horizontal and vertical lexelvhich will ultimately replacehe physical file
system witha computerbased file system. Government of India passed a similar act in 2000 which
addressed issuesuch aslegal recognition of electronic documentéegal recognition of digital
signatures offences and contraventiongustice dispensation systems for bgrcrimes (Information
Technology Act 2080, etc.

To promote right skills, government shouddso provide ICT infrastructure to rural schools. IT and
Telecommunications Division can approach IT companies in this regard to encourage them in
undertaking the responsibility of providing IT training and infrastructure in government schools on
voluntary bass. NGOs and private enterprises can often ratiosgalnvestments irestablishing training
institutes and internetcentresin rural towns to create rural demand. Wireless technology can be used
for areas which are otherwise inaccessible.

Open Domestic Talent Market

In the past decade, Pakistan has relied heavily on building new universities as a means of producing high
skilled human capital. However, velittle attention was given to developing university faculties. As a
result, severaluniversities lwvesprung upin various cities but very few of their graduates get gfters.

Most of the few high quality studentsiigrateto the developed countriegn order to benefit from the

higher rate of return on their human capitddy earning higher wages.

In order to improve the quality of human capitahcluding the university faculty, Pakistan must open it
domestic talent market to global pool of tale(Box10). Some steps have already been taken in this
direction and foreign faculty is increasindbging welcomed to local universities. To promote this
further, however, prmissionto allow researchers to hold joint appointments with international
universities should also be consider@&kistan must build on the steps already being takensiralild
gradually move towards opening other government departments to foreign recruitment.

"D2@SNYYSYyid 2F LYRAI 6Hnnn0sE GLYTF2NXYIGA2Yy ¢S8OKy2f238 ! 06 wnan.
Company Affairs.
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Box10 ¢ Open Domestic Talent Market

Like in the US and many other countries, the global market place should be used to attract professiong
advanced skilldo Pakistan. Of course domestic residents will show a desire for the high end jobs a
prepared to work for a discount and not need compensation for moving costs as would be soug
professionals abroad. Bit like their richer counterparts, develomiagntries, too, should not be parochia
relying only on nationals, when it comes to filling key management and research positions. Instead they
open up all such positions to the global talent pool.

By thinking think in these terms, the emphasiségn8a FNRBY yI O8S ARSI a 27F Od
managing the desired skill requirements at home. Human capital flight then becomes relevant only insof
takes away from the required skills at home. Rather than worry about who stayhmgoes, we worry about
measuring the required skills and how to get the SIP right in the economy. At the same time, by f
emphasis on the human capital requirements of the economy, and maintaining the analogy with phys
financial capitalPakstancan move from retaining human capital of domestic origin to ¢lestingpractice in

advanced countries of attracting the requisite skills from anywhere. This will make developing countrie
active in the global market for human capital that isrremtly only accessed by advanced countries. |
example, it is difficult to understand why the academic market is fully globalised in the richer countries
them picking professors from all countries while in the poor countries it remains the monopalgmestic

residents? When governance skills are not widely available, why should governments not delve

international market for skills? Moving the emphasis to SIP and Human Capital Management (HCM) w
these issues to the forefront.

Soure: Haque, N. (2005Rrain Drain or Human Capital FligRakistan Institute of Development Economics (PIDE).
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Recommendations: Connectivity Action Matrix

Recommendations to ensure rapid connectiwijth regards to goals to be achievethe following
actions and institutional arrangements goeoposed and discussed

, Institutional
Goal Current Issues Proposed Actions .
arrangement required
Promoting PakistarRailways Create an independent Ordinance to be

private sector
participation in

ministry is sel
regulating. This leads to

regulatory body,
including in its

drafted by the
Ministry of Law and

railways biased policies which | members a private promulgated by the

discourage private sector representative, | President

sector participation having no financial

stake in the market

Creating a Monopoly of Pakistan | Pakistan Railways To be undertaken by
sophisticated Railways should be unbundled | the Ministry of
market for and then privaised: Railways;
railways Rail Tracks and

Signalling; Station
Management; Rail
services (Passenger af
Freight)

Restructuring unit
within the Ministry of
Finance

Federal government
intervention in the form
of tariff regulation

Transfer the authority
of determining tariffs
to service operators

Summary of tariff
deregulation to be
prepared by the
Ministry of Railways
and presented before
the ECC

Reducing numbel
of documents
required for
exporting and
importing
purposes

Laborious
documentation
procedures

Electronic Customs
Declaration Form
should be adopted

To be done by
/| dzat2vyaQ R
of Federal Board of
Revenue
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fesh
: Institutional
Goal Current Issues Proposed Actions :
arrangement required
4. Comprehensive, | Too manydocuments to | Pakistan Customs To be done by

userfriendly and

be filled manually

Computeised System

/[ dzadi2YaQ R

interconnected should be rolled out on of Federal Board of
electronic data all through out the Revenue
interchange O2dzy i NBE Q&
system posts

5. Allowing traders | Long clearing times at | Sialkot Dry Port trust | To be pursued by the

to clear their
goods in their

the dry ports due to:
inadequate

model should be
replicated on all dry

Ministry of
Commerce, Ministry

cities infrastructure and poor | ports of Communications
custom facilities and Ministry of
Railvays
6. Efficient urban Inadequate and All routes should be Ministry of Transport
transport for non-transparent realigned and auctioned in ¢ (provincial level);
facilitating route allocations; | transparent manner;
citizens and City development
limiting Poor quality Minimum number of buses | authorities e.g. CDA,
increasing controls; on each route and their LDA, KDA etc.
burden on road quality should be observed
infrastructure Lack of buses; strictly;
No protection/ Provide bus/varnnsurance
insurance for new | cover to new etrants
entrantsagainst against unexpected event
the hostility from | e.g.,attacks during protests
existing mafia
Separate bus lane on 3 and
Inadequate more than 3 lane roads
regulatory controls
7. Competitive Close cooperation | Domestic and International | To be undertaken by

aviation sector

of government
with PIA;

Lengthy
documentations;

routes should be auctioned

Documentation procedure
should be reduced:;

Maximum timelimit for

Civil Aviation
Authority
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Sngo et

: Institutional
Goal Current Issues Proposed Actions :
arrangement required
Unrealistic responding to various
conditions; applications;
Biased route/slot | Eliminate requirement of
allocations maintaining minimum
financial capital before
investing
Privatsationof national
airports.
8. Making Less demand for | Introduce &' Freedom To be proposed by theé
international travel to Africa, Rights. It allows airlines to | Ciwil Aviation
routes Central Asia, South carry passengers from one | Authority and
economically East Asia country to another while approved by the ECC
feasible for making a stop in its own

national airlines

country

9. Promoting e
government to

services

offer more online

Poor ICT skills
within government
departments;

No legal cover for
Digital IDs;

ICT training should be mad
compulsory for government
employees;

All departments should
make their websites more
active by uploading all
project details;

Back office of each
department should be
automated to bring all the
information online and
enhance inter departmental
sharing;

Electronic Signature Act
should be pased to provide
legal cover to the use of
Digital IDs, Signature

All government
departments with
help from the Ministry
of Information
Technology;

Act to be prepared by
the Ministry of
Information
Technology and
Pakistan
Telecommunication
Authority
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