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           14th May, 2019 

 
 
‘Staff-level agreement’ with IMF 
Advisor to the Prime Minister on Finance Dr Hafeez Sheikh and the International Monetary Fund 
(IMF) on its website declared Sunday that a staff-level agreement had been reached with many a 
domestic economic player heaving a sigh of relief. With the 10-month-long uncertainty over as to 
whether the newly-elected government would seek an IMF package or not, the markets should 
stabilise enabling the productive sectors as well as prospective investors (domestic and international) 
to take medium- to long-term decisions. 
 
Be that as it may, there are four elements in the IMF press release dated 12 May 2019 that were 
markedly absent in previous such releases including the last two issued - on 4 July 2013 (prior to the 
IMF Board approval of the three-year Extended Fund Facility 2013-16) and 15 November 2008 
(prior to approval of the three-year Stand-By Arrangement 2008-11). First and foremost, the press 
release notes as usual that the agreement is subject to approval by the IMF management and board of 
directors as well as timely implementation of prior actions. However, not included in previous press 
releases is the addition “and confirmation of international partners’ financial commitments.” The 
EFF did not contain any such provision though there was mention of the following: “…broad-based 
domestic and international support will be crucial for the successful implementation of the 
authorities planned policies and reforms”; while the 2008 press release quoted the then Managing 
Director of the IMF, Dominique Strauss-Kahn, who urged/exhorted other multilateral institutions 
and regional banks to “work together and act quickly to support Pakistan’s programme in order to 
mitigate the impact of the current economic difficulties on the poor and to ensure an adequate level 
of spending on development programmes.” Thus the staff-level agreement and subsequent loan 
approval would be subject to timely confirmation of support from international partners. It was in 
this perspective that Dr Sheikh mentioned in his interview on the state-run television that around 2 to 
3 billion dollars would be forthcoming from the World Bank and Asian Development Bank. 
 
Those focused entirely on the IMF package, (details would be available on the Fund website as and 
when the loan is approved) need to keep in mind that the World Bank and ADB also impose 
stringent conditions on their loans (which maybe additional to those agreed with the IMF though 
they are likely to be in synch with the general thrust of the IMF programme) and therefore it may be 
premature for the PTI government to claim that the package is well negotiated and not as harsh as 
envisaged. 
 
Secondly, the staff-level agreement envisages an EFF for 39 months though the usual time period is 
three years with as per the Fund’s website “a maximum duration of up to four years at approval is 
also allowed, predicated on, inter alia, the existence of a balance of payments need beyond the three-
year period - the prolonged nature of the adjustment required to restore macroeconomic stability - 
and the presence of adequate assurances about the member’s ability and willingness to implement 
deep and sustained structural reforms.” It would be safe to assume that the Fund reckons a prolonged 
adjustment is required to restore macroeconomic stability and the Fund’s press releases further 
substantiates the claims of the Khan administration that the previous government is responsible for 
the current economic impasse in its following statement: 
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“Pakistan is facing a challenging economic environment, with lacklustre growth, elevated inflation, 
high indebtedness, and a weak external position. This reflects the legacy of uneven and procyclical 
economic policies in recent years aiming to boost growth, but at the expense of rising vulnerabilities 
and lingering structural and institutional weaknesses.” 
 
Thirdly, the press release notes that “a market determined exchange rate will help the functioning of 
the financial sector and contribute to a better resource allocation in the economy.” Dr Sheikh 
disturbingly did not dwell on this aspect of the agreement during his interview and it is unclear 
whether the government has agreed to abandon the managed float system and allow the external 
value of rupee to be set by market forces. In previous programmes, the condition to strengthen the 
State Bank of Pakistan’s operational independence and mandate was always included, and market 
intervention to prop the rupee was discouraged yet it was stated upfront. 
 
And finally, the IMF press release, unlike in the previous instances, notes continuing anti-money 
laundering and combating the financing of terrorism efforts as a priority area which reflects the 
growing nexus between the multilateral lending conditions and the Financial Action Task Force 
(FATF). 
 
Dr Sheikh’s interview did not dwell on any of these additional factors and instead he stated that there 
were many things desired by the Fund ‘that the government already saw as being in the country’s 
interest’. True, but the IMF press release gives one prior condition: to aim for a primary deficit of 0.6 
percent supported by (i) tax policy revenue mobilisation measures, including as in previous 
programmes ending exemptions, curtailing special treatments though it is unclear whether the 
proposed amnesty scheme as well as the second finance amendment bill 2019 envisaging special 
incentives to the export sector is included, and improving tax administration; and (ii) prudent 
spending growth which one would hope implies a voluntary offer by the civilian administration and 
defence not to raise their allocations for the next two years. 
 
Dr Sheikh mentioned that the raise in electricity prices would not impact on those using up to 300 
units a month; however he conveniently did not mention the impact on the price of those items that 
would be purchased by those using less than 300 units a month. To conclude, the precise conditions 
accepted by the IMF were not revealed by Dr Sheikh and one would have to wait till a letter of intent 
is submitted by the government, a prerequisite for consideration of the loan by the Fund Board, and 
detailed time-bound structural benchmarks are uploaded on the IMF website once the loan is 
approved. 
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