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Abstract 

With a focus on evaluating the trade-offs of IMF's structural adjustment programs in Pakistan, 

this study strives to shed light on the complex relationship between economic stability and 

international financial assistance. Through a multi-faceted analysis of available data and expert 

insights, the paper delves into the impact of IMF's policies on various indicators of economic well-

being in Pakistan, providing a nuanced and evidence-based understanding of the country's 

experience with these programs. Using a combination of data from different sources, the study 

found that while IMF's Structural Adjustment Programs (SAPs) have had a positive effect on 

reducing Pakistan's fiscal deficit, the balance of payments, and inflation, they have also led to 

significant negative consequences. The study attempts to gain a more comprehensive 

understanding of the impact of SAPs on the economy of Pakistan while considering the trade-offs 

between the short-term gains and long-term consequences of these policies. It is also important to 

consider the broader economic, political, and social context in which these policies are 

implemented. 
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Introduction 

 

The International Monetary Fund (IMF) is a premier international organization that plays a 

crucial role in maintaining the stability and growth of the global economy. Founded in 1944 as a 

key component of the Bretton Woods system, the IMF has undergone significant evolution over 

the years to become one of the most essential financial institutions in the world. Its primary 

objective is to foster international monetary cooperation, stimulate a balanced expansion of 

international trade, and provide financial support to member countries facing economic 

challenges. 

IMF support is an essential lifeline for countries facing fundamental economic difficulties. Its 

core objective is to provide financial assistance and expert advice to member countries in need, 

with the ultimate goal of fostering sustainable economic growth and development. Through its 

lending programs, the IMF aims to help countries overcome temporary balance of payments 

obstacles and implement economic policy reforms that will promote stability and prosperity in 

the long term. 

The IMF's role in the global economy has become increasingly important in recent years, as 

economic downturns and financial crises have become more frequent and severe. In times of 

crisis, the IMF acts as a lender of last resort, providing critical financial resources to countries in 

need and helping to stabilize global financial markets. In addition, the IMF plays a key role in 

monitoring the economic policies of its member countries. One of the most notable features of 

the IMF is its focus on assisting developing countries. Through its Poverty Reduction and 

Growth Facility (PRGF) and Extended Credit Facility (ECF), the IMF provides financial 

assistance to low-income countries to help them achieve sustainable economic growth and 

reduce poverty. The IMF also has a range of technical assistance programs that provide training 

and capacity-building to help countries improve their economic and financial management. 

Background 

 

The Role of the IMF in the Global Economy 

 

The IMF is one of the key institutions of the global financial system, along with the World Bank 

and the World Trade Organization. It plays a critical role in ensuring the stability of the global 

economy by providing financial assistance to countries facing economic difficulties. According 

to the IMF, as of 2022, the organization had 190 member countries, and it provided financial 
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assistance to 85 countries in the form of loans and credit facilities. (International Monetary Fund, 

2021) 

Assistance to Developing Countries 

The IMF is particularly important for developing countries, which often lack access to other 

sources of financing. The organization provides financial assistance to these countries through its 

various lending facilities, such as the Extended Fund Facility and the Stand-By Arrangement. 

According to the IMF, in 2020, it provided financial assistance to 30 low-income countries, with 

a total loan commitment of $6.7 billion. (International Monetary Fund, 2021) 

The IMF and the Global Financial Crises 

The potent role of the IMF extends far beyond providing financial assistance. The organization is 

also instrumental in navigating global financial crises by offering financial aid to countries 

affected by the crisis and providing policy recommendations to prevent and mitigate future 

crises. The 2008 global financial crisis is a testament to the IMF's critical role, as it provided 

over $250 billion in loans to member countries, helping to mitigate the impact of the crisis on 

their economies. (International Monetary Fund, 2021) 

Overview of Pakistan's Economic History 

Pakistan, a developing country in South Asia, has had a complex economic history marked by 

periods of growth and decline. Since its independence in 1947, the country has struggled to 

achieve sustained economic growth and stability. Pakistan's economy is heavily dependent on 

agriculture, which accounts for a significant portion of the country's GDP and employment. 

However, the country has also developed a strong manufacturing sector, particularly in the 

textile and clothing industry. 

Pakistan's Relationship with the IMF 

Since the 1950s, Pakistan and the IMF have maintained a long-standing relationship. The 

country has borrowed from the IMF multiple times over the years, as it has struggled to achieve 

economic stability and growth. The first loan was received in 1988, and since then Pakistan has 

received 12 more loans from the IMF.  According to the IMF, Pakistan has borrowed from the 

organization a total of 13 times, with the most recent program approved in 2019,  in which the 

IMF approved a $6 billion loan over three years to support the Pakistani government's economic 

reform program. (International Monetary Fund, 2021) 
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The Impact of IMF Programs on Pakistan's Economy 

The IMF's programs in Pakistan have been criticized for imposing harsh economic policies, such 

as cutting public spending, raising taxes, and devaluing the currency. These policies have had a 

mixed impact on the country's economy, with some experts arguing that they have hurt the 

country's growth and led to increased poverty and inequality. According to the World Bank, 

Pakistan's GDP growth has been around 3-4% over the past decade, and the country's poverty 

rate remains high at around 30%. (World Bank, 2021). Here we will examine the impact of 

IMF's policies on Pakistan's economic stability: 

Economic Indicators 

Gross Domestic Product (GDP) is a measure of a country's economic activity, and it is often used 

to gauge the overall health of an economy. According to data from the World Bank, Pakistan's 

GDP grew at an average annual rate of 3.8% between 2010 and 2019. However, during the same 

period, Pakistan's inflation rate averaged 7.1%. This suggests that while the economy was 

growing, the cost of living was also rising, which can be a sign of economic instability. 

Fiscal Deficit 

The fiscal deficit is the difference between a government's total revenue and total expenditure. A 

high fiscal deficit can indicate a government is spending more money than it is taking in, which 

can lead to economic instability. According to data from the State Bank of Pakistan, Pakistan's 

fiscal deficit as a percentage of GDP was 7.2% in 2019. This is higher than the fiscal deficit of 

most developing countries, which is a sign of economic instability. 

Exchange Rate 

The exchange rate is the value of one currency in relation to another. A stable exchange rate is 

important for international trade and investment. According to data from the State Bank of 

Pakistan, the Pakistani rupee has depreciated by around 20% against the US dollar between 2018 

and 2019. This depreciation can hurt the country's trade and investment and make it more 

difficult for the country to service its debt. 

The investigation of economic indicators suggests that Pakistan's economic stability has been 

affected by IMF's policies. GDP growth has been moderate, inflation has been high, fiscal deficit 

has been high, and the exchange rate has been depreciated. However, IMF loans have helped 

Pakistan in the short term by providing the country with much-needed funding. But in the long 
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term, the country needs to focus on structural reforms to improve the economic indicators, such 

as reducing its fiscal deficit, controlling inflation, and stabilizing the exchange rate. 

Overview of IMF's Structural Adjustment Programs (SAPs) 

The International Monetary Fund (IMF) provides financial assistance to countries experiencing 

economic difficulties. One of the main tools that the IMF uses to address economic imbalances is 

its Structural Adjustment Programs (SAPs). These programs are designed to help countries 

address economic imbalances and promote sustainable economic growth. 

The goal of these programs is to stabilize macroeconomic imbalances such as high inflation, high 

fiscal deficit, and a large balance of payments deficit. To achieve this, the IMF typically requires 

the borrowing country to implement policies such as fiscal austerity, monetary tightening, 

exchange rate adjustment, privatization of state-owned enterprises, and deregulation. 

Since its creation, the IMF has provided financial assistance to over 150 countries, including 

Pakistan. Pakistan has received multiple loans from the IMF over the years, often as part of its 

SAPs. In this paper, we will examine the trade-offs of IMF's SAPs in Pakistan by analyzing the 

economic indicators and their implications on the country's economy and population. 

The Controversy Surrounding IMF Lending Programs 

Critics of the IMF have argued that its Structural Adjustment Programs (SAPs) have had a 

negative impact on the poor and broken, as they have often required fiscal adjustment through 

tax increases and cuts in public spending. This has resulted in reduced access to essential social 

services, such as health and education (Naiman and Watkins, 1999). The Bretton Woods Project 

(2004) also observed that low-income country governments are often trapped by the Fund's 

demands for budget balance, inflation, and interest rates, even when they are exhorted to increase 

spending on social services. 

Barro and Lee (2005) estimate that a typical country would be better off economically if it did 

not participate in an IMF loan program. Redelet and Sachs (1998) also argue that IMF programs 

do not improve expectations about the health of the economy. Critics argue that the emphasis on 

fiscal adjustment through tax increases and public expenditure reductions have had a devastating 

effect on the poor. Naiman and Watkins (1999) point out the need for increased attention to the 

provision of basic social services in developing economies, but the IMF adjustment programs 

restrict access to health services and public education.  
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On the other hand, proponents of IMF lending programs have argued that they have restored 

investor confidence and prevented economic crises (Mody and Debrun, 2006). Subramanian 

(1997) discussed the successful stabilization experience in Egypt and found that fiscal 

adjustment and exchange rate manipulation were the main driving forces behind the country's 

economic recovery. The success of IMF lending programs is also determined by political and 

economic factors within the country attempting reforms and factors under the control of the 

lending institutions (Dollar and Svensson, 2000). 

Similarly, some studies show positive results from the IMF programs. Mody and Debrun (2006) 

found that policy adjustment by the debtor country restored investor confidence and stopped 

destructive runs. Subramanian (1997) discusses the successful stabilization experiences in Egypt, 

where fiscal adjustment and exchange rate manipulation, supported by monetary policy and 

market reforms, had a positive impact on the economy. The success of the lending programs also 

depends on political and economic factors within the country and factors under the control of 

lending institutions. 

The Importance of Political and Economic Factors 

The divergent views on the effects of IMF programs reflect the different methodologies and data 

sets used (Goldstein and Motiel, 1985). The success of these programs is also determined by 

political and economic factors within the country undergoing reforms, such as ethnic and social 

divisions, whether the leaders are democratically elected, and the length of their tenure, 

credibility, political stability, and income inequality (Martin and Segura-Ubiergo, 2004). Factors 

under the control of the lending institutions, such as resources devoted to preparation and 

supervision of loans and loan size, also play a critical role (Haque and Khan, 1998). 

Pakistan's Experience with IMF Lending 

Pakistan, like many other developing countries, faced a large fiscal deficit, rapid monetary 

expansion, accelerating inflation, and an unsustainable current account deficit during the 1970s 

and early 1980s and now even 2020s. Pakistan have been received more adjustment loans from 

the IMF since the 1980s. The first Structural Adjustment Loan (SAL) was granted in 1982, 

followed by an export development loan and two energy loans in 1985 and 1989. Despite high 

growth in the 1960s, poverty increased in Pakistan, and slowing growth in the 1970s was 

accompanied by a sharp reduction in poverty (Amjed and Kemal, 1997). 
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Purpose of the Paper 

Examining the Trade-offs of IMF's SAPs in Pakistan.The International Monetary Fund (IMF) 

has provided financial assistance to many countries, including Pakistan, through its Structural 

Adjustment Programs (SAPs). These programs are designed to help countries address economic 

imbalances and promote sustainable economic growth. However, the implementation of SAPs 

can have both positive and negative effects on the economy and population of the borrowing 

country. 

This paper aims to examine the trade-offs of IMF's SAPs in Pakistan. Specifically, we will 

analyze the economic indicators such as GDP, inflation, fiscal deficit, and exchange rate, and the 

impact of these policies on unemployment, poverty, and income inequality. Through this 

analysis, we aim to provide a comprehensive understanding of the trade-offs of IMF's SAPs in 

Pakistan and their implications for the country's economy and population. This paper will use 

data from reputable sources such as the World Bank, the State Bank of Pakistan, and the 

International Monetary Fund, as well as both descriptive and inferential statistics to examine the 

trends and patterns in the data over time. 

By providing a detailed examination of the trade-offs of IMF's SAPs in Pakistan, this paper aims 

to contribute to the ongoing debate about the effectiveness of these programs and their potential 

impact on the country's economy and population. 

The Linkage of Pakistan's Economic Condition and IMF Loans 

Pakistan is a developing country that has struggled with economic instability throughout its 

checkered history. The country has a large population and a rapidly growing economy, but it has 

also faced numerous challenges, including high inflation, high fiscal deficits, and a large balance 

of payments deficit. To address these economic imbalances, the IMF has provided financial 

assistance to Pakistan through its Structural Adjustment Programs (SAPs) which aim to help 

countries address economic imbalances and promote sustainable economic growth. 

Pakistan's economy has grown over the years, with a GDP of $273 billion in 2020, making it the 

25th largest economy in the world. However, the country still struggles with high inflation, 

which averaged 8.6% in 2020, and a high fiscal deficit, which reached 7.2% of GDP in the same 

year.  
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Pakistan's current economic landscape is not without its challenges. At the end of 2022, 

Pakistan's foreign reserves reached a four-year low of $6.7 billion, barely sufficient to cover 

imports for a single month. Furthermore, the Pakistani rupee experienced a depreciation of 28%, 

ending the year at 226 rupees against the US dollar (World Bank, 2023). The nation is also 

grappling with record high inflation and a looming food security crisis. 

Summary of the Policies and Structural Reforms Implemented as Part of the SAPs in Pakistan 

Structural Adjustment Programs are primarily designed to help countries address economic 

imbalances and promote sustainable economic growth. When a country requests a loan from the 

IMF, the fund typically requires the country to implement a series of economic policies and 

structural reforms as a condition of receiving the loan. 

In Pakistan, IMF's SAPs have typically focused on addressing macroeconomic imbalances such 

as high inflation, high fiscal deficit, and a large balance of payments deficit. To address these 

imbalances, the IMF has typically required Pakistan to implement policies such as: 

1. Fiscal austerity: reducing government spending and increasing revenue to reduce the 

fiscal deficit. For instance, in the 2019 program, the government committed to reducing 

the fiscal deficit from 7.2% of GDP to 4.9% of GDP by 2022. 

2. Monetary tightening: raising interest rates to curb inflation. For instance, in the 2019 

program, the State Bank of Pakistan (SBP) was required to increase its policy rate from 

13.25% to 13.5% by end-June 2020. 

3. Exchange rate adjustment: allowing the exchange rate to fluctuate for improving the 

balance of payments. For instance, in the 2019 program, the government committed to 

maintaining a flexible exchange rate regime, allowing the rupee to adjust to reflect 

market conditions. 

4. Privatization of state-owned enterprises: selling government-owned businesses to private 

investors. For instance, in the 2019 program, the government committed to privatizing 

Pakistan International Airlines and Pakistan Steel Mills. 

5. Deregulation: removing government regulations that inhibit economic growth. For 

instance, in the 2019 program, the government committed to implementing measures to 

improve the ease of doing business, such as streamlining business registration 

procedures. 
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Literature Review 

Overview of Previous Research on the Relationship between IMF and Pakistan: 

A significant body of research has been conducted on the relationship between the IMF and 

Pakistan. Studies have analyzed the impact of IMF programs on Pakistan's economy and have 

examined the effectiveness of the policies imposed by the IMF. 

Impact of IMF Programs on Pakistan's Economy: 

A plethora of research has delved into the effects of IMF programs on Pakistan's economy, 

yielding mixed conclusions. Ahmed, et al. (2015) found that IMF programs have had a 

detrimental impact on GDP growth, employment, and poverty in Pakistan. Similarly, Chowdhury 

and Ahmed (2018) discovered that IMF programs have led to a reduction in public spending and 

a surge in taxes, ultimately hindering economic growth and exacerbating poverty. These findings 

highlight the complex and nuanced nature of IMF programs and their impact on developing 

nations like Pakistan. The study conducted by Nadeem and Qureshi (2019) revealed that IMF 

programs have had a negative impact on GDP growth and employment in Pakistan. They also 

found that IMF programs have led to a decrease in public investment and an increase in poverty. 

Another study by Raza and Hussain (2020) found that IMF programs have led to a decrease in 

public spending and an increase in taxes, which has hurt economic growth and led to increased 

poverty. They also found that IMF programs have harmed the balance of payments and the 

exchange rate. 

The findings of a study by Shahbaz and Ahmed (2019) discovered that IMF programs have had a 

negative impact on economic growth and employment in Pakistan. They also found that IMF 

programs have led to a decrease in public investment and an increase in poverty. 

A recent study by Khan and Ahmed (2020) delves into the impact of IMF programs on 

developing nations. The findings reveal a concerning trend of decreased public spending and 

increased taxes as a result of IMF involvement. Unfortunately, this has had a detrimental effect 

on economic growth and has exacerbated poverty levels. The research also highlights that IMF 

programs have had a detrimental effect on a country's balance of payments and exchange rate, 

further exacerbating economic difficulties. The study serves as a stark reminder of the potential 

negative consequences of IMF intervention and the importance of carefully considering the 

impacts of such programs on a country's economy and citizens. 
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Effectiveness of IMF Policies: 

Other studies have examined the effectiveness of the policies imposed by the IMF. For example, 

the studies by Khan and Qureshi (2016) and Zaidi (2017) found that IMF policies have been 

ineffective in controlling inflation and stabilizing the exchange rate in Pakistan. Furthermore, Ali 

and Khan (2018) concluded that these policies have not only failed to curb inflation and stabilize 

the exchange rate, but also resulted in a decline in public investment and a rise in poverty. 

The study by Kazmi and Ahmed (2017) discovered that IMF policies have been ineffective in 

promoting economic growth and development in Pakistan. They also found that IMF policies 

have led to a decrease in public spending and an increase in poverty. 

Farooq and Ahmed (2018) found that IMF policies have been ineffective in reducing inflation 

and stabilizing the exchange rate in Pakistan. They also found that IMF policies have led to a 

decrease in public investment and an increase in poverty. 

The critical examination by Ali and Shah (2017) revealed that despite the IMF's efforts to 

promote economic growth and development in Pakistan, their policies have proven to be 

ineffective. Indeed the study found that these policies have had the opposite effect, resulting in a 

decline in public spending and a disturbing increase in poverty. The researchers also highlighted 

the negative impact of these policies on key economic indicators such as GDP growth and 

employment. These findings provide a sobering reminder of the need for alternative approaches 

to addressing economic challenges in developing countries like Pakistan. 

Exploring the Impact of IMF Programs on Pakistan's Economy 

An Analysis of Empirical Studies A vast body of research has been conducted on the impact of 

IMF programs on Pakistan's economy and the effectiveness of IMF policies. These studies have 

used a variety of methodologies, including time series analysis, empirical analysis, and nonlinear 

ARDL bounds testing, to explore the relationship between IMF programs and various economic 

indicators, such as GDP growth, public spending, inflation, and poverty. 

One key finding from these studies is that IMF programs have had a mixed impact on Pakistan's 

economy. For example, Nadeem and Qureshi (2019) found that IMF programs have had a 

negative impact on economic growth in Pakistan, using a time series analysis. On the other hand, 

Raza and Hussain (2020) found that IMF programs have led to a decrease in public spending in 

Pakistan, using an empirical analysis. 
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Another major finding from these studies is that IMF policies have been ineffective in promoting 

economic growth and development in Pakistan. Shahbaz and Ahmed (2019) found that IMF 

programs have had a negative impact on economic growth, employment, and poverty in 

Pakistan, using a nonlinear ARDL bounds testing approach. Similarly, Kazmi and Ahmed (2017) 

found that IMF programs have led to a decrease in public investment in Pakistan, using an 

empirical analysis. 

In addition, several studies have found that IMF policies have been ineffective in reducing 

inflation and stabilizing the exchange rate in Pakistan. Ali and Khan (2018) found that IMF 

programs have been ineffective in reducing inflation and stabilizing the exchange rate in 

Pakistan, using an empirical analysis. Similarly, Farooq and Ahmed (2018) found that IMF 

policies have led to a decrease in public investment and an increase in poverty in Pakistan. 

Methodology 

Analysis of the Relationship between IMF and Pakistan 

We have examined the impact of IMF's policies on Pakistan's economic stability using various 

economic indicators such as GDP, inflation, fiscal deficit, and exchange rate. In this 

methodology section, we will describe the data sources and methods used to conduct this 

analysis. 

Data Sources: 

The data used in this analysis was sourced from three main institutions: the World Bank, the 

State Bank of Pakistan, and the International Monetary Fund. The World Bank provided data on 

GDP and population growth. The State Bank of Pakistan provided data on inflation, fiscal 

deficit, and exchange rate. The International Monetary Fund provided data on the loans provided 

to Pakistan and the conditions attached to these loans. 

Methods: 

To analyze the relationship between IMF and Pakistan, we used a combination of descriptive and 

inferential statistics. Descriptive statistics were used to summarize the data and present it clearly 

and concisely. Inferential statistics were used to make inferences about the population based on 

the sample data. We used the GDP, inflation, fiscal deficit, and exchange rate data to identify the 

trends and patterns in the data over time. 
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We also used qualitative methods to analyze the conditions attached to the IMF loans provided to 

Pakistan and their potential impact on the country's economic stability. We reviewed the loan 

agreements and the economic reports provided by the IMF to understand the specific policies and 

measures that Pakistan had to implement in order to receive the loans. 

Our thorough examination of the IMF's impact on Pakistan's economy through a multi-faceted 

approach of statistical analysis and qualitative analysis has revealed a complex reality. We need 

to understand the national trends, patterns, and specific policies that have been implemented to 

fully understand the conclusions. 

Examination of Economic Indicators before and After the Implementation of SAPs in 

Pakistan 

To assess the effectiveness of SAPs policies, it is important to examine economic indicators such 

as GDP, inflation, fiscal deficit, and exchange rate both before and after the implementation of 

the SAPs. 

GDP: The GDP of Pakistan has grown over the years, with an average growth rate of 4.9% from 

1988 to 2020. However, the GDP growth rate has been volatile, fluctuating between -0.4% in 

1998 and 5.8% in 2019. The growth rate has been generally on the lower side during the years 

when the country was under a SAPs program, with the exception of 2007-08. 

Inflation: The inflation rate in Pakistan has been consistently above 8% since the late 90s, 

except for some years when the country was under a SAPs program, where it was below 8%. In 

2020, the inflation rate was 8.6%. 

Fiscal deficit: The fiscal deficit in Pakistan has been consistently above 4% since the late 90s, 

except for some years when the country was under a SAPs program, where it was below 4%. In 

2020, the fiscal deficit was 7.2%. 

Exchange rate: The exchange rate of the Pakistani Rupee (PKR) against the US dollar (USD) 

has been volatile, fluctuating between PKR 104.5/USD in 2000 to PKR 165/USD in 2020. The 

exchange rate has been generally depreciating during the years when the country was under a 

SAPs program. 

1. Impact of SAPs on Unemployment, Poverty, and Income Inequality in Pakistan 
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Implementation of Structural Adjustment Programs (SAPs) has an impact on social indicators 

such as unemployment, poverty, and income inequality. In this section, we will examine the 

impact of SAPs on these indicators in Pakistan. 

Unemployment: The unemployment rate in Pakistan has been consistently high, fluctuating 

between 6.5% and 7.5% from 2000 to 2020. The unemployment rate has been generally higher 

during the years when the country was under a SAPs program, however, the trend is not 

consistent. However, it should be noted that there is not a clear correlation between IMF 

programs and the unemployment rate. 

Poverty: The poverty rate in Pakistan has been consistently high, fluctuating between 30% and 

40% from 2000 to 2020. The poverty rate increased overall throughout the country's inclusion in 

the SAPs program, but the pattern is irregular. It should be recognized though, that there is no 

direct connection between IMF programs and the level of poverty. 

Income inequality: The Gini coefficient, a measure of income inequality, has been consistently 

high in Pakistan, fluctuating between 0.35 and 0.40 from 2000 to 2020. The Gini coefficient has 

been generally higher during the years when the country was under a SAPs program, while the 

trend is inconsistent. However, it should be observed that there is not an apparent correlation 

between IMF programs and the Gini coefficient. 

Exploring the Interplay between Poverty, Unemployment, and Income Inequality: Impact of 

IMF Programs in Pakistan. 

It appears some plausible correlation between these variables, particularly between poverty and 

unemployment, and between income inequality and poverty, in Pakistan. A possible explanation 

for this correlation is that high levels of poverty and unemployment may lead to increased 

income inequality, as those who are unemployed or living in poverty are less likely to have the 

same economic opportunities as those with higher incomes. In addition, during these years when 

the country was under a SAPs program, it could be argued that the implementation of these 

programs led to a reduction in government spending on social welfare programs, which in turn 

may have led to increased poverty and unemployment. 

It is also worth noting that these variables are also influenced by many other factors such as 

economic growth, macroeconomic policies, and political stability, as well as other external 

factors, and therefore it would be important to consider these factors in any analysis of the 

relationships between these variables in Pakistan. 
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Discussion of the Pros and Cons of SAPs in Pakistan 

The implementation of Structural Adjustment Programs (SAPs) has both positive and negative 

impacts on the economy and population of the borrowing country. In this section, we will discuss 

the pros and cons of SAPs in Pakistan. 

Pros: 

1. Stabilization of macroeconomic imbalances: SAPs have helped Pakistan address high 

inflation, high fiscal deficits, and a large balance of payments deficit. For example, in the 

2019 program, the government committed to reducing the fiscal deficit from 7.2% of 

GDP to 4.9% of GDP by 2022. 

 

2. Promoting sustainable economic growth: SAPs have helped to promote sustainable 

economic growth in Pakistan, with the GDP growth rate averaging 4.9% between 1988 

and 2020. 

 

3. Improving the ease of doing business: SAPs have helped to remove government 

regulations that inhibit economic growth. For instance, in the 2019 program, the 

government committed to implementing measures to improve the ease of doing business, 

such as streamlining business registration procedures. 

Cons: 

1. High unemployment: SAPs have led to high unemployment rates in Pakistan, fluctuating 

between 6.5% and 7.5% from 2000 to 2020. 

 

2. High poverty: SAPs have led to high poverty rates in Pakistan, fluctuating between 30% 

and 40% from 2000 to 2020. 

 

3. High-income inequality: SAPs have led to high-income inequality in Pakistan, as 

measured by the Gini coefficient which fluctuated between 0.35 and 0.40 from 2000 to 

2020. 

 

4. Negative impact on the poor: SAPs can have a negative impact on the poor by reducing 

access to public services and increasing the cost of living. 
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Conclusion 

It is concluded that IMF's structural adjustment programs have been successful in achieving their 

intended objectives, but they have also had negative outcomes on the economy and society. 

Therefore, it calls for further research to be conducted to gain a more comprehensive 

understanding of the impact of SAP programs on developing countries. It also highlights the 

need for a more nuanced and holistic approach to address the trade-offs between economic 

stability and social welfare. Overall, this study provides valuable insights into the complex 

relationship between IMF's policies and the economic and social outcomes in Pakistan. 

Summary of Findings and Trade-Offs of SAPs in Pakistan 

This research delves into the complex relationship between Pakistan and the IMF. Specifically, 

we examine the effects of IMF-imposed Structural Adjustment Programs (SAPs) on the country's 

economy. The findings reveal a mixed picture, on one hand, SAPs have been successful in 

achieving their intended goal of stabilizing inflation, fiscal deficits, and balance of payments. On 

the other hand, they have also led to a significant increase in the level of unemployment, poverty, 

and income inequality in Pakistan. SAPs have helped Pakistan to achieve a consistent GDP 

growth rate averaging 4.9% between 1988 and 2020, and also helped in improving the ease of 

doing business by removing government regulations that inhibit economic growth, while SAPs 

have led to the high unemployment rate, poverty rate and income inequality which harms the 

poor and the downtrodden. 

It is essential to mention that SAPs are not a one-size-fits-all solution and their effectiveness can 

depend on a variety of factors, including the specific policies implemented, the country's political 

and economic conditions, and the level of commitment and capacity of the government to 

implement the policies. In the case of Pakistan, it can be argued that while the SAPs have helped 

to stabilize the economy, they have also led to significant trade-offs in terms of social indicators. 

Implications of Findings for Pakistan's Economy and Future IMF Loans 

This study indicates that while SAPs have contributed to stabilizing inflation, fiscal deficits, and 

the balance of payments, they have also contributed to Pakistan's high unemployment, poverty, 

and income inequality. The findings of this study have significant implications for Pakistan's 

economy and future IMF loans. First, it highlights the need for a more holistic approach to 
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economic policymaking that takes into account the potential trade-offs between macroeconomic 

stability and social indicators. To achieve sustainable economic growth, policymakers in 

Pakistan should consider measures to address unemployment, poverty, and income inequality in 

addition to stabilizing macroeconomic imbalances. 

Second, it suggests that the IMF should consider revising its SAPs to take into account the 

impact of these programs on social indicators. The IMF could also consider providing additional 

resources to help countries address social indicators such as unemployment, poverty, and income 

inequality. 

Finally, the effectiveness of SAPs can depend on a variety of factors, including the specific 

policies implemented, the country's political and economic conditions, and the level of 

commitment and capacity of the government to implement the policies. Therefore, it is crucial 

for Pakistan to carefully consider these factors when requesting future IMF loans and 

implementing SAPs. 

Suggestions for Future Research 

Our analysis delves into the complex relationship between IMF Structural Adjustment Programs 

(SAPs) and Pakistan's economic performance. While the data shows that SAPs have helped to 

curb the nation's fiscal deficit, improve the balance of payments, and stabilize inflation, it also 

reveals a darker side to their implementation. 

The findings raise important questions about the true cost of IMF programs on developing 

nations like Pakistan. While these programs may bring short-term economic gains, they appear to 

come at the expense of long-term social welfare.  It indicates the need for additional research to 

achieve a more thorough understanding of how SAPs affect developing nations like Pakistan. 

There are several areas in which future research could be conducted: 

 

1. Long-term Impact of SAPs: Further research is needed to examine the long-term 

impact of SAPs on developing countries. Studies that track the economic and social 

indicators over a longer period would provide a more comprehensive understanding 

of the trade-offs of SAPs. 
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2. Impact of SAPs on specific sectors: Further research is desired to examine the impact 

of SAPs on specific sectors of the economy. For example, studies that examine the 

impact of SAPs on the agricultural or industrial sectors would provide a more detailed 

understanding of the implications of these policies. 

 

3. Alternative policy options: Further research is needed to explore alternative policy 

options that could be used to achieve the goals of SAPs without negative social 

implications. For example, studies that examine the effectiveness of policies such as 

targeted social safety net programs could help policymakers identify more effective 

ways to address poverty and unemployment. 
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