
HOW CAN PAKISTAN LEVERAGE
THE PROMISE OF SERVICES-LED DEVELOPMENT?

WHAT DRIVES

PAKISTAN’S

ECONOMY 

Services Agriculture Industry

In , services accounted forFY19  55% of GDP
and

45% of employment
PAKISTAN

IMPACT OF

COVID-19

Services got a further boost as

digital technologies
became critical for

Education Wholesale

Retail Trade Finance 

Insurance

Services

’sSector  Structural

Transformation

in Pakistan

Manufacturing-led

Development

DOMINANT MODEL IN
DEVELOPING COUNTRIES
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Sectoral shares of GDP in LMICs,

by region and relative to high-income countries, 1995 to 2018

Source: World Bank Development Indicators

Manufacturing
or Services?

How Can Technology
Boost Services?

Consistent growth in

IT & IT-enabled

services

Micro enterprises,

independent consultants

and freelancers have

contributed $500mn
in IT & ITeS

exports

IT export remittances

surged to $1.298bn

in , in comparisonFY21

to  during$918mn

FY20

The ICT Sub-sector

Manufacturing’s Potential
to Drive Development

 Digitization has

made services

More storable, codiable, and transferable

More independent of physical interaction

between consumers and producers

More scalable

Expansion in scale

through access

to international

markets

Structural Changes in the
Services Sector

The possibility of

labor-

augmenting

innovation

Services particularly linked to

IT are characterized by

Value-creation based upon

Economies of scale 

Large productivity gains

Productivity

Growth

Dynamic productivity

growth rates and

contribute to overall

productivity

Positive spillovers

for other sectors

such as nance,

telecommunications,

and transport 

FDI in upstream

services leads to

productivity in

downstream

sectors

        Exports
concentration is in
low-to medium-value
-added software
services

Number of rms
in higher value-added

segments such as

banking, nance,

insurance, and health-

       care remain low

           Pakistan’s

share in world

exports of computer-

related services

accounts for less than

1%

Low-value-

added services

account for 90%
of the export revenue

in Business Process

          Outsourcing

Challenges

Service-led Development
in Pakistan -  Challenges

Lack of access
to technology,

specically low-cost,
high-speed internet

Heavy taxation
on telecom services
and technologically-
advanced imported

gadgets 

Poor business
environment and

macroeconomic
instability

Regulatory
barriers

Lack of digital
literacy and

highly-skilled labor
supply 

Weak online
payment

infrastructure

Persisting high
levels of

informalization

Labour Productivity Growth
in Services has Matched
That in Industry

Growth in value-added per worker in low-to-middle

income countries (LMICs) 1995-2018
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Source: “At your service: the Promise of Services-led Development” (2021)

Large-scale job-

creation for the

relatively

unskilled

The scope to

augment labor

with capital and

technology

Productivity

Growth

Access to

Larger Markets

Manufacturing-

led development 

has been preferred

because it

provides
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