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The government of Pakistan faces significant challenges that will certainly affect Pakistan’s population of 175 million.
 Decades of spotty governance and long periods of military rule has caused a low level of development in areas such as education and health care due to a greater amount of resources being funneled into the military.
 This has not helped a country that still has about a quarter of its population under the poverty line.
 Slow growth rate and high levels of unemployment and inflation, combined, with poor government services have disenchanted many Pakistani. This has caused many to turn to non-government actors, usually Islamic groups, for things such as schooling and health care. These non state actors recently have been working against the Pakistani government, creating a volatile security situation, which hurt foreign investment while making it necessary for more resources to be put into the military instead of further development.
  

Economic Indicators:
· From 2004- 2007 the economy grew by 5- 8%. In 2008 in the face of a balance of payment crisis, Pakistan accepted a 7.6 billion dollar IMF loan, along with a restructuring program.  This combined with the economic recession, energy shortages and an increasingly unstable security situation caused the economy to slow down to just above a 2% growth rate in 2009.

· The service sector which accounts for 55% of Pakistan’s economy grew by only about 3.6%. Manufacturing which accounts for about a quarter of the economy shrank by 3.3%

· Both Foreign direct investment (FDI) and net portfolio investment together fell to half the level of the preceding year, on account of the global economic slowdown and the domestic situation.

Economic Structure:
· Pakistan’s manufacturing base is largely undiversified and built largely around the textile industry. This makes the manufacturing portion of their economy susceptible to shifts in global demand.

· GDP by sector- Agriculture: 20.8%, Services: 54.9%, Industry: 20.8%

· Pakistan’s main exports after textiles include food processing, pharmaceuticals, construction materials, paper products, fertilizer, and shrimp. (Background Note: Pakistan 2010)

· Pakistan exports $17.87 billion a year with the USA (16%), UAE (11.7%) and Afghanistan (8.6%) being its major export destinations. (state)

· Its major imports are petroleum, petroleum products, machinery, plastics, paper and paper board, transportation equipment, edible oils, pulses, iron, steel, and tea.

· Pakistan’s imports total $28.31 billion: primarily bringing in goods from China (14.1%), Saudi Arabia (12%) and the U.A.E. (11.2%).

· Another major export of Pakistan is of labor, primarily to the Middle East. This is a major source of income for Pakistan as these workers send large amounts of remittances to their families in Pakistan.

· Pakistan has traditionally had significantly lower saving rates than other parts of Asia which has made Pakistan more dependent on aid and foreign investment for sources of capital to finance loans.

Political Considerations
· Pakistan is a federal republic, composed of an executive, legislative and judicial branch.

· The executive branch is split into two different positions. The President is the official head of state and is elected through an Electoral College. The president has many broad powers including being able to dissolve the legislature, approve the cabinet and has control of Pakistan’s nuclear arsenal. These are powers stemming from General Musharaf’s rule. However, these broad powers are being slowly whittled away. The official head of the government is the prime minister who is selected by the National Assembly.

· The legislative branch is composed of a bicameral parliament called the Majlis-e-Shoora which consists of a senate that is elected by provincial level assemblies and a National Assembly which is elected by popular vote. The National Assembly also has seats specifically reserved for women and non-Muslims.

· The military since independence has been seen as the “defender of the country” and is generally held in higher regard by the people compared to many other countries. The military has had no problem stepping into the leading role of government if it deems that the civilian government is doing a poor job.
 This has been evident by the numerous coups and long spells of military rule. The most recent was the rule of Pervez Musharraf’s that lasted from 1999 till 2008. 

· In Pakistan, the corporate income tax is 39% for public companies. This can differ based on the nature of the corporation due to different allowances and exemptions. The tax on dividends for a Pakistani company is 5% and 15% for a foreign company. 

· The Pakistani government starting in the early 90s, began reforming and deregulating the government under the leadership of Nawaz Sharif. In 2000, the government made sweeping reforms. These reforms included privatizing state-subsidized utilities and reforming the banking sector along with other changes all aimed to make Pakistan a more competitive player on the world market.

· Attractions:
· Important Geopolitical Situation Pakistan’s rivalry with India and its close proximity to both Afghanistan and Iran makes Pakistan an important country in world affairs. The U.S. calls Pakistan a “Major Non-NATO ally” and Pakistan  is seen as an important partner on the “War on Terror.”
 The most recent example of America’s continued interest in Pakistan is the Kerry-Lugar bill which pledges $7.5 billion over 5 years in non-military aid.

· Also China, which has been trying to increase its influence abroad, has been building a port in Gwadar, Baluchistan, an extremely underdeveloped part of the country.

Areas of concern:
· Lack of Infrastructure: Pakistan has massive infrastructure problems including poor roads and sea and land ports. Also, Pakistan has a terrible public school system as well as a poor  healthcare system. 
 This has resulted in Pakistan having literacy rates of about 50%. Energy shortages have been a constant occurrence throughout Pakistan further hurting Pakistani industry.

· Security: Pakistan for many years has effectively outsourced both their schools and pursued military and political objectives (especially in regards to Kashmir) by supporting non-government actors, primarily fundamentalist Islamic organizations. These policies combined with high unemployment and a lack of control of areas on the periphery of Pakistan in places such as Waziristan has let extremism flourish. While typically these militant groups have targeted fighting Indians in Kashmir or recently Americans along the border with Afghanistan, increasingly these organizations have targeted the state leading to increased security problems both on the periphery and also in the major cities. 
 Besides Islamic extremism, there has always been sub-nationalist counter-state tendencies in underdeveloped regions such as Baluchistan. In these regions there is deep resentment to the traditional Punjabi and Urdu elites that have dominated Pakistani society.

· Macroeconomic Problems: Pakistan has a massive debt comprising 45.3% of their GDP. In 2008, Pakistan faced defaulting on these debts and had to agree to an IMF program.
 Also, inflation has been rampant since 2008: it currently hovers around 14%.
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