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IMF staff report on programme risks 
The International Monetary Fund (IMF) staff report, unlike for the previous two programmes, is two-
and-a-half pages long and devoted to programme risks which it states are "particularly high." The 
risks list is indeed exhaustive and includes the existing acute economic challenges facing the country 
that necessitated going on the programme in the first place. However, the section also details risks 
associated with the three pillars on which the programme is based; stabilisation measures, structural 
and institutional reforms and adequate fresh financing to cover large financing and development 
needs. An economist may support the first two pillars, though the jury is out whether the upfront 
adoption of key policy measures should have been phased out, and there are serious concerns over 
the availability of 'adequate' financing to cover large financing needs during the current year. 
 
The Fund maintains that the Extended Fund Facility is based on lessons learnt from past programmes 
and without doubt the two take-aways from the last two programmes (2008-10 and 2013-16) are that 
Pakistani governments reverse all the gains made in reducing the budget deficit almost as soon as the 
programme is suspended/completed and that pledges/commitments to bring the unwieldy energy 
sector debt (quasi-debt) under control are simply not honoured. The Fund conditions targeted to 
eliminate the quasi-debt however remain the same, notably to raise tariffs, notify the tariff for 2020 
as determined by Nepra, the regulator, without any political intervention, prepare a time-bound 
action plan to reduce the stock of the circular debt and amend the Nepra Act to ensure the regulator's 
complete autonomy. A look at these conditions would raise concerns over their deliverability by a 
political government to a populace already reeling from high prices due to the upfront condition of 
adopting a fluctuating market-based exchange rate and a rise in the discount rate. 
 
To further complicate matters, there are some taxation measures in the budget that the Prime 
Minister and his economic team insist are fair, with a great degree of validity, as they are designed to 
widen the tax net to include those who can and should pay taxes particularly traders who have urged 
the government to withdraw making the usage of the identity card mandatory in all purchases. 
However, in this country, fairness in the tax system does not necessarily translate into acceptance of 
the measures by relevant pressure groups and productive sectors and the Prime Minister has 
dismissed several groups' demand to amend the finance bill. It is, however, unclear whether the 
government has formulated any viable plan to deal with strike action threatened by several key 
groups in the country that would have severe implications for the people and the economy. It must be 
recalled that previous governments capitulated in the face of similar threats and therefore it is 
imperative for the present government to stay the course and have an alternative plan to deal with the 
disruption that strike action by any organised group may cause. 
 
To achieve the prior IMF condition of a primary deficit of 0.6 percent of GDP (defined as the 
difference between fiscal deficit of current year and the interest paid on the previous borrowings. 
Thus primary deficit is government's borrowings exclusive of interest payment) the government is 
almost exclusively relying on raising revenue. Additional revenue generation is the key to debt 
sustainability, as per the staff-level report as "fiscal slippages and resistance to some of the fiscal 
measures could undermine the programme's fiscal consolidation strategy, this would put debt 
sustainability at risk." 
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However, with a growth of 2.4 percent, inflation at around 13 percent and with the decline in credit 
to the private sector as a consequence of the raise in the discount rate, as well as taxes on some 
intermediate raw materials, the issue at hand would be stagflation (there are already indications of 
slowing down in many industrial units including the auto sector) that would increase unemployment 
levels thus pushing hundreds of thousands out of the job market requiring government assistance. 
The social sector outlay under Ehsaas programme is around 200 billion rupees and that would be 
insufficient to provide assistance to the growing number of unemployed. This element of the 
programme would add a further dimension to general public discontent which is one of the major 
reasons why economists have expressed concern at the heavy upfront loading of the programme 
conditions. At the end of the day, the issue before the Fund and much more so for the government 
team should have been whether the conditions being agreed to were implementable and that basic 
criterion has been ignored in the staff-level report. 
 
What is also disturbing is the PTI administration's continued confrontational stance with members of 
the opposition that renders any commitment to undertake legislation that requires majority in both 
houses or a simple majority in a joint sitting, such as amendments in the State Bank Act, the Nepra 
Act, the Anti-Money Laundering Act and the State-Owned Enterprise Act unlikely. PTI does not 
have an outright majority in any elected house except in KP assembly and has formed governments 
at the centre and in Punjab in coalition with other parties by attaining a wafer thin majority in the 
National and Punjab assemblies but is still in a minority in the Senate. 
 
In such a scenario, would the PTI government be able to deliver on the IMF programme conditions 
that require legislation unless it is able to develop a working relationship with the opposition parties? 
Failure to deliver on the IMF programme is not an option as it is laden with portents that are too grim 
to be speculated. 
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