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Preface

Pakistan Peoples Party-Parliamentarian - PPPP on June 16, 2009 in Islamabad. The objective behind the Briefing was to

make the debate on the Federal Budget 2009-2010 in the Parliament more informed, meaningful and useful. The briefing
was meant to provide analysis to the parliamentary party about various aspects of the budget especially in the light of the party
manifesto and economic policies. This Report captures the key contents of the Briefing.

gn Exclusive Briefing on the Federal Budget 2009-2010 was organised by PILDAT for the Parliamentary Party of the

The individualized briefing for the PPPP was timed to take place during the 3-days break in the National Assembly session
immediately after the presentation of the budget in the National Assembly on June 13, 2009. Senator Shaukat Tareen, Federal
Minister for Finance and Ms. Hina Rabbani Khar, MNA, Minister of State for Finance, presented analysis of the Budget 2009-
2010to the parliamentary party of the PPPP.
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Centre Canada or Canada's Department of Foreign Affairs and International Trade-DFAIT.
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Welcome Remarks

Mr. Ahmed Bilal Mehboob

After formally welcoming the Session Chair, the
distinguished speaker and the participants Mr. Ahmed Bilal
Mehboob said that the objective behind holding exclusive
Budget Briefings for Parliamentary parties instead of
combined sessions has been to facilitate focussed and
party policy-oriented analysis of the budget for each key
political party represented in the Parliament. that this
session is a part of the project which PILDAT is undertaking
with the Canada's Department for Foreign Affairs and
International Trade. Parliament's role in budget process is
the essence of democracy. PILDAT, over the years, has
been advocating for a greater role and input of Parliament
and Parliamentary Committees both in the budget
preparation and finalisation stage as well as sufficient time
and support for the scrutiny of the budget once it is
presented in the Parliament for approval.

Mr. Mehboob said that for a national budget to reflect the
priorities of the country and its people, it is important that
public input is sought and made part of the budget at the
budget preparation stage. Parliamentary Committees
around the world, especially the Finance Committees, hold
pre-budget public consultations inviting public input and
proposals on what should form the budget. This process,
carried out for instance by the Canadian Parliament’s
Finance Committee, then results into a report by the
Committee based on public input which is forwarded to the
Finance Ministry during the budget preparation cycle. He
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said that Pakistan’s Parliamentary Committees should also the Ministry of Defence should be reviewed by the Standing
consider holding pre-budget public consultations for which Committee on Defence. A part of the Committee
PILDAT is willing to offer all support. proceedings may be held in camera if considered

appropriate by the Committee Chair, he concluded.

Mr. Mehboob also pointed out that the Parliamentary
Committees in Pakistan have no role in the budget process,
especially in the scrutiny of budget and departmental
demands for grants after the federal budget is tabled in the
House. Although the Senate Standing Committee on
Finance fairly quickly analyses the budget and forwards its
recommendation to the National Assembly, the National
Assembly Committees have not played any such role. He
proposed that after the initial presentation of the budget in
the House, the House can go on a recess for approximately
2-3 weeks in which each Standing Committees of the
National Assembly should get a briefing from the concerned
Ministry and review relevant Demands for Grants. The
Standing Committees should be given approximately 2 to 3
weeks to complete their consideration and prepare their
reports for the House. The House should resume
discussion on the Budget based on the reports of the
Standing Committees presented inthe House.

Mr. Mehboob also said that the time allocated for budget
discussion in the House, after the Budget is laid in the
House is very short and remains at an average between 5-7
days. There is need to introduce a longer Budget Session of
at least 45 days to 2 months. He proposed that the Federal
Budget 2010-2011 should be presented in the National
Assembly on May 03, 2010 and the duration of the
Parliamentary Budget Process should be extended to
minimum 60 days concluding on June 30.

Mr. Mehboob said that in many developing countries of the
world, a Budget Analysis Unit in the Parliament is set up, for
the exclusive use by the Parliament. In keeping with the
growing trend in the world, Pakistani Parliament should also
consider the establishment of an Independent Budget Unit
within the Parliament staffed with experts who can provide
unbiased information relating to the budget and an
independent analysis of the budget for the benefit of the
parliamentarians.

Concluding his recommendations, Mr. Mehboob said that
like all other departments and Ministries, the budget of the
Ministry of Defence and the Armed Forces, which are
placed under the Ministry of Defence, should also be placed
among the Budget documents. The Demand for Grant for
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Syed Khurshid Ahmed Shah, MNA
Federal Minister for Labour and Manpower;
Chief Whip PPPP

Every democratic government wants to present a budget
that gives relief to its people. The Federal Budget 2009-
2010 by the PPPP Government has been shaped keeping in
mind the prevailing conditions of this country as well as the
world. The most important thing in this context is the global
recession. Federal Budget 2009-2010 has been made
especially keeping in view the issue of poverty and how to
curtail this. This is why the development budget has been
increased three-fold. Approximately 7 million people in this
country live below the poverty line and in this budget, the
PPPP has allocated Rs. 70 billion for the Benazir Income
Support Programme.

| fully agree with Mr. Mehboob that standing committees
should be given a role to scrutinise demands for grants. |
also believe and support that the budget debate should start
in May every year. It should be noted that Mohtarma Benazir
Bhutto Shaheed introduced the phenomenon of Standing
Committees in 1993. This regime, for the first time in the
history of the National Assembly has given committee
chairpersonship to the Opposition parties represented in
the House. Similarly, it is for the first time in the history of
Pakistan that the chairperson of the Public Accounts
Committee is the Leader of the Opposition. We are
introducing democratic reforms in Pakistan to strengthen
the institution of Parliament and reforms in Parliamentary
budget process will also be introduced by us.
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Ms. Hina Rabbani Khar, MNA
Minister of State for Finance

This year could be the year of stabilization or the year of
deterioration. Global recession and imbalance in the
commodity prices have severely affected the economies
around the world. There are various concerns about the
importance of macro economic stability and its
implications on the public. This year there was a lot of
fluctuation and instability in the prices. Moreover, there was
a downward trend due to which everybody was scared and
hoped that this downward tide would come to a halt.
International economic organizations had abandoned
Pakistan. The World Bank categorically told Pakistan that it
will not receive any borrowing until Pakistan stabilized its
economy. The IMF did not lend Pakistan any money until the
exchange reserves became stable. Over all, while making
the budget, the Government had to take very tough
decisions keeping in view the very difficult times.

The irony is that the previous government had played havoc
with the economy, while the current ruling party is being
blamed for it today. Simply put bad economics leads to bad
politics. Macroeconomics becomes unstable once you
create a boom in economy that can not be sustained for a
long period of time. It further affects the poorest of the poor.
The PPPP recognizes the role and obligation that a state has
towards these impoverished people. That is the reason Rs.
70 billion have been allocated for the poor in this budget. A
survey is being conducted in which poverty will be
measured on the poverty score card to identify the people
who shall receive relief. Itis being carried outin 16 districts.
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Senator Shaukat Tareen
Federal Minister for Finance, Revenue,
Economic Affairs & Statistics

Changes in this year's budget have to be seen in a
comparative perspective. There was 7.5% fiscal deficit
when the PPPP took over. There was a lot of focus on the
imports, but no focus on exports. The country was
suffering from twin account deficit and the current account
deficit was 8.5%. Food inflation was at 33 to 35%. The
Government did not have any opportunities or resources to
curb this situation. The international market was in
recession, and the Government could not create bonds.
Foreign reserves were overburdened, and the Rupee had
devalued, that is why the confidence of international
markets in Pakistan was shattering. It was up to this
Government to take difficult decisions. The Government
had to go to the IMF expecting to put brakes on this
downward slide.

The aim is to bring inflation down to 4.3%. Now the current
deficit would be reduced to 5.5%. The IMF told us that
inflation is too high so Pakistan has to increase the interest
rate to 5%. However, the Government said that it can only go
up to 2%. We have devised an economic strategy that will
mainly focus on agriculture. There is also the Benazir
Income Support Programme, and a decision to increase
1.5% if the inflation does not decrease till January 2010.
One can now see that the value of Rupee has stabilized, and
the oil and commaodity prices have decreased. Pakistan
luckily had bumper crop of Wheat and Cotton this year.
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The Government has taken a soft lending to boost our
economy. It will bring stability to our economy, otherwise
there would have been over-inflation. There are examples of
Brazil and Turkey that suffered from hyper inflation. The
25% inflation has reduced to 14.39% now. Until June
30,2009 it will further come down to 12.5%. We have
halved it whereas the previous government could not even
decreaseitto 3%.

The government in the past was doing excessive borrowing.
The total income was Rs. 1.8 ftrillion and Pakistan's
spending was Rs. 2 trillion 500 million. The country had
already exceeded its limit and exhausted the economy.
Pakistan only had reserves for 3 months which makes Rs. 6
billion. The deficit was of Rs. 2 billion, which meant that
Pakistan could have become bankrupt in 3 months. This
Government facilitated remittances and is now trying to
transform the 'Hawala' system into regulated remittances.
The objective now is to increase the reserves. That is why
this yearis the year of stabilization of economy.

War on Terror is one issue which has destroyed the
economy of Pakistan. The Government received grants
from Friends of Pakistan in the shape of soft loans, which
will be spent on health, poverty and education. These are
US $5.28 hillion for 2 years: US $1 billion from the US; US $
1 billion from Japan, US $ 700 million from Saudi Arabia
and US $ 750 million from UK; US $ 300 million from Iran
and US $ 300 million from the UAE. However, the time line of
this is not clear which is why we had to take money from the
IMF as insurance. Therefore, once inflation comes down,
the Government will start development projects, and in turn
start spending on agriculture, manufacturing and
infrastructure.

There are four major heads where we will spend.
Agriculture, Manufacturing, Energy and Infrastructure.
Even now, there is a development budget allocated at Rs.
426 billion. The Benazir Income Support Programme is Rs.
70 billion and Rs. 40 billion has been allocated for export
incentive programme along with Rs. 50 billion for the IDPs.
As a total development budget has been increased upto
85%. The Government has borrowed money from the IMF,
whichis like a cushion for the economy against any shocks.
In terms of planning, only US $ 500 million out of US $1.5
billion has been taken from the Kerry Lugar Bill. This
Government is not planning to fly by night. We are planning
an economy which has a human face.
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Moreover, we are conducting a survey that accounts the
house-hold income into the poverty index card. The health
programme will cater to these households and will disburse
Rs. 25,000to0 each house as health insurance money.

There is also a skill development programme. Rs. 35 billion
are to be disbursed on Union Council level to create
temporary jobs. 70,000 people will benefit from the Labour
Welfare Programme, which will bear the burden of
marriages also. Rs. 11 billion has been allocated
additionally for the welfare of the workers on per house unit
basis which will include a number of 9,500 family units. In
the micro finance sector, 2 million people will benefit, and it
will be extended to 3 million people in the coming year.
Therefore, one can see that this is direct intervention on
poverty.

The Government is spending Rs. 2 billion on basic
education, for stationary and other materials in schools.
The budget for basic education has gone up to Rs. 22.5
billion and Rs. 44 billion will be spent on Higher Education.
The allocation on vocational training is Rs. 2.15 billion, and
the PSDP is 23.5 billion. Family Planning is Rs. 6 billion.
There is also an Emergency Action Plan to counter
epidemics etc. which has been given Rs. 11 billion. There
shall be zero taxation on supply of wheel chairs. We are also
setting up 5,000 water filtration plants and it will cost Rs. 6
billion. Rs. 3 billion will be spent on environment. The
Government has also included gender equality in its policy
while 30,000 Post graduates will be given internships in the
National Internship Programme.

In the agriculture sector, we realize the need to bring prices
at the international level for which the Government is
introducing Price Support Programme which has been
allocated Rs. 295 billion. We have allocated Rs. 2.5 billion
for Food Security. In Research and Development (R&D) Rs.
2 billion has been allocated to Cotton and Wheat R&D. The
Government will set up 100 Union Councils as model union
councils and provide full support to them to increase their
productivity and see what benefits can be reaped out of it. If
this project is useful the regime shall increase this number
to 2,000 in the next year. The Government is introducing
warehouses to stop wastage of food. The warehouses will
also start a receipt system which will give freedom to the
farmer in deciding where he wants to sell his crop. For the
establishment of warehouses, the Government has
allocated Rs. 37 billion. Rs. 2 billion have been allocated on
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the Tractor Schemes. We are commercializing seed as well,
which will have good impact on the crop yield. Rs. 60 billion
will be allocated to the construction of dams. The Bhasha
Dam is planned and the Government intends to make 32
more dams which will be small and medium, 8 in each
province. Rs. 10 billion have been allocated for water re-
coursing, which will be beneficial for on-farm water
management.

The Government will enhance the capacity of dairy
production and for that it has given Rs. 3.5 billion, another
Rs. 3.5 billion to reduce poverty through live stock farming.
The Government is emphasising on bio gas, breeding farms
etc. Inthe department of fisheries, we have also chalked out
a training programme to increase the number of catch and
quality of farming. In this programme, we have included
identification of landing sights along the coastal line. The
aimisto establish a shrimp aqua culture inthe country.

All of this cannot be possible without controlling the
economy. The government has now controlled the
exchange rate and it has gone back to a real exchange rate.
This will have good impact on the industry. Once the
inflation comes down, things will start to look better. We
have kept the growth of industry in view as well, and have
allocated Rs. 110 billion to refinancing of industry. In the
realm of project finance, the PPPP is starting two new
institutes to facilitate privatization. There will be no free
lunches. Many people had started private firms as business
boomed, however they have not been able to sustain them
due to bad management. Therefore, the new Corporate
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Restructuring Law will pay them their guarantees and shall
auction that business or the state shall buy that business
through transparent means. In the past there was only a
facility of liquidation available.

There are new strategies in place to increase the value of
industrial goods. No one had considered value addition on
industrial goods, until now, and it is a fact that on every 1
million there is a bail of 1 billion dollars. It is happening in
China and India as well. There is no value addition because
Pakistan's industry is very fragmented. Due to this, we have
been unable to compete in the international markets. Hence
forth, this Government has allocated 40 billion for Industrial
Competitive Fund. 10 billion have been allocated for Small
and Medium Enterprises (SMEs). This 10 billion will be
given for credit enhancement or support. We are also going
to facilitate the people who have an idea but do not have
equity to invest. Our strategy is that we will give Venture
Capital and the mark up rate shall be dropped on SMEs.

Right now one can see that Cement Prices have reduced.
The Government will focus on low-cost housing. This will
facilitate the farmer mostly, because the mark up rate right
now is 18% while if he sells to the retailer the mark up is 60%
or40% at least. Increasing subsidies will not help in running
businesses. There were also some developments in power
sector. The hydel energy will take on the power sector by the
end of this year and we also aim to reduce tariffs.
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Q&A/Comments

Mir Munawar Ali Talpur, MNA
NA-227, Mirpurkhas-Il, Sindh, PPPP

We should have been given this briefing before. It is only
now that we understand how important this is. | would like
to say that the Province of Sindh is suffering from shortage
of water. For dams all over Pakistan, you have kept Rs. 7.5
billion. When | was Minister for Irrigation in 1988, | was
forced to sign a treaty on Indus River and | objected. We
needto build dams in Sindh.

Senator Shaukat Tareen
Federal Minister for Finanace

The Government has allocated Rs. 25 billion to
development of water resources. Under the meager
resources, an effortis being done for the province of Sindh.

Mr. Noor Alam Khan, MNA
NA-3, Peshawar-Ill, NWFP PPPP

Rs. 50 billion have been allocated for the IDPs. How has
Government included that money in the security as well?
The Government is still ignoring FATA and NWFP. These are
the main areas undergoing conflict and for this reason this
Government is getting funding and attention from the
international community. Moreover, | suggested that
Pakistan should decrease the cost of diesel and wheat. The
budget should be according to the PPPP’s manifesto while
this budget does not reflect that.
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Senator Shaukat Tareen
Federal Minister for Finance

Once the amount needed for the IDPs is spent, the
Government will allocate the rest for security. All the
projects in FATA and NWFP have been pre-consulted with
the ANP and these are donor specific projects. The
Government does not have enough diesel, and if it puts
subsidy on diesel the demand will go up and that is why the
focus is on its alternative CNG. The Government is giving
subsidy ontube wells.

Ms. Rubina Saadat Qaim Khani, MNA

NA-311, Sindh-IV, PPPP; Chairperson, National Assembly
Standing Committee on Social Welfare and Special
Education

The fund for IDPs is very little considering the whole
infrastructure inthat area has been destroyed.

Mr. Noor Alam Khan, MNA
NA-3, Peshawar-Ill, NWFP, PPPP

If the Government does not declare fishermen and farmers
as labourers this budget will fail to manifest the manifesto of
the PPPP as a party of the poor. There is a scheme of green
tractors but not a green boat. There is no plan for improving
storage of fisheries either.

Mr. Khanzada Khan, MNA
NA-11, Mardan-Ill, NWFP, PPPP

There is a lot of disparity between the income levels in the
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area of FATA. Terrorists have funds to provide facilities to the
local population including food and shelter but the
Government doesnt have resources. The Primary
Education System is so bad that people prefer Taliban
system. There are 3 rivers in FATA, Swat River, Chitral River
and Panjkorra River. What has the government done about
generating employment through the construction of dams?

Changez Khan Jamali, MNA
NA-266, Nasirabad, Balochistan, PPPP

Most of the lands of farmers were being sold, which this
Government came and stopped, but the interest rates on
these lands are still rising. In a survey, it appears that nearly
16 billion rupees have to be paid as interest. How will a poor
farmer pay for this huge amount? Farmers have given
bumper crop on wheat which the Government bought the
bumper crop of sugarcane and rice is still being wasted.
The PPPP is a party of the poor and it should facilitate those
poor farmers. There is a canal irrigation system in
Balochistan and the money which was pledged did not
come to the province. The Baloch people were not even
included in the programme on Canal Irrigation. National
Bank of Pakistan is not doing anything at all for Balochistan.

Mrs. Yasmeen Rehman, MNA
NA-298, Women Punjab-XXVI, PPPP

The population of FATA is 80 million. We asked the President

and he promised that FATA budget will be doubled but still
there is no progress inthat aspect.
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Mian Abdul Haq alias Mian Mitho, MNA
NA-200, Ghotki-l, Sindh, PPPP

In Sindh roads are built but corruption is so rampant that
these roads get destroyed within 2 months. The
Government must act to get rid of corruption or no
allocation of money can bear any fruits.

Mr. Tarig Mahmood Bajwa, MNA
NA-75, Faisalabad-1, Punjab, PPPP

The subsidy on fertilizer is given but it is not benefitting the
people.

Mr. Mehmood Hayat Khan Alias Tochi Khan, MNA
NA-170, Vehari-IV, Punjab, PPPP; Chairman, National
Assembly Standing Committee on Government
Assurances

The Government should give waiver on the prices of
fertilizers and expedite the Benazir Tractor Programme.
People should get clean drinking water, and the Government
needs to install water treatment plants.

Mr. Tasneem Ahmed Qureshi, MNA
NA-66, Sargodha-IIl, Punjab, PPPP; Minister of State for
Interior

The Government should also focus on land distribution for
better management and have more focus on primary
education.
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Mrs. Shakeela Khanam Rashid, MNA
NA-297, Women Punjab- XXV, PPPP

People expected that prices on food items will be reduced.
This budget has not only failed to control the prices, but the
supply shortage have caused the people to stand in lines for
food items in front of utility stores.

Ms. Rahela Baloch, MNA
NA-78, Faisalabad-IV, Punjab, PPPP; Parliamentary
Secretary for Textile Industry

Loans for farmers should be waived and the Government
should concentrate more on the agriculture sector.

Sardar Salim Haider Khan, MNA
NA-59, Attock-Ill, Punjab, PPPP; Minister of State for
Defence Production

Had we been given a chance as Parliamentarians to express
our concerns and opinions before the budget it would have
been beneficial. Qil prices have come down in the
international market but the domestic prices are rising. The
price of electricity and gas could been controlled by the
Governmentto facilitate the poor.

Malak Azmat Khan, MNA
NA-34, Lower Dir, N\WFP, PPPP

The PPPP is party of the poor and in this budget, except for
the BISP nothing compliments the PPPP's focus. 50 billion
rupees for Malakand district were allotted or are they yet to
come? Moreover, the NFC award should not be given on the
basis of population and land.

Ms. Nafisa Shah, MNA
NA-309 Sindh-II, PPPP

The projected growth of this budget is very low. How will

this budget decrease poverty? This is a very passive
strategy, and how is the BISP going to change people's lives?
There is something missing in this budget and | do not see
any transformation coming into the people's lives through
this. The Government should reduce the size of BISP and
also build infrastructure. Roti, Kaprra aur Makaan is the PPP
manifesto.

Mr. Qamar Zaman Qaira, MNA
Federal Minister Information & Broateasting
NA-106 Gujrat-Ill, PPPP

Parliamentarians should have been involved in the pre-
budget debate as they have to face the public. How will they
counter the media if they are not well-informed?

Senator Shaukat Tareen
Federal Minister for Finance

Initially, | accept that this briefing should have been
conducted pre-budget. However, now everyone is aware so
it will not happen again. This time, | assure you that the
Government did not hand over the budget to the
bureaucracy. We had experts on board, but that is just
intellectual forum and cannot replace the party forum. This
economy, when handed over, had to be given intensive care
and deliberation; still we managed to get it out of danger.
The Government does not have enough resources. Where
canit bring resources from? Inflation is the biggest eviland |
admit that the IDPs fund is less than needed. The
Government looks to focus more on construction and
increase itin the next year. If Sindh wants the Government to
conducttraining in the fisheries sector, itis willing to do that.
The leadership of PPPP will set up the standard of a model
union council. In order to curb the terrorism issue and
Taliban madressahs, which are also a recruitment ground,
the Government will set up a primary Education
Commission just like the Higher Education Commission.
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