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IMF: one last hug? 
It was becoming a bit of a cliffhanger. Will default become imminent or 'all options' will pull us 
back from the edge just in time? 
 
The doomsayers were all set to take the bailsoff to signal the endgame. Government's ace 
batsman, the diaspora, was run out by its own spokesmen - in their effort to malign the previous 
government they painted such a bleak picture that the diaspora thought better of getting on a 
sinking ship. SBP tried all it could but couldn't control the FX market. The 'no-yes-no' IMF raga 
failed to rouse the market, and it reacted like a spoilt child when the Kaptaan returned empty-
handed from KSA because the 'conditionalities were unacceptable'. 
 
The second trip brought the goodies. What happened to the 'conditionalities', we don't know. It 
will be too much to attribute it to the Khashoggi moment. But there is strangeness to the deal: it 
is not usual to have a 'MoU' for balance of payment support. We don't want it to rain on the 
Kaptaan's parade, but is it like a refundable down payment: $3 billion parked with the State Bank 
for a year, which can be withdrawn without notice if you don't keep your end of the bargain? 
Copy that for the deferred payment oil facility as well. 
 
Hype has also been created for more from other friends. If all that materializes where does it 
leave the IMF option? Did 'all options on the table' mean 'cash-in all options' - or create greater 
negotiating space with the IMF? We suspect the latter; otherwise, why keep insisting it will be 
the last trip to the IMF? 
 
But why do we need more negotiating space? What is it that IMF would ask us to do that we 
shouldn't be doing anyway, for our own sake? Is it transparency that we are afraid of? 
 
We turn to friends and IMF to get dollars not rupees (notwithstanding the nexus between rupee-
dependent fiscal policy and dollar-dominated external sector). What will it take for us to earn 
more dollars and 'break the begging bowl' (which by now has acquired an antique value)? 
 
At the risk of stating the obvious, the only thing that will keep IMF and the bowl at bay is a 
quantum jump in exports. Remittances are invaluable but not a substitute. FDI, if not export-
oriented, takes out more dollars over time than it brings in. That's in the nature of the beast. 
 
The government has started to make the right kind of noises about exports but one is yet to see 
signs of a directional change. It is still fiddling with the basics: tentative steps towards zero-
rating, cheaper gas and electricity, compensatory rebates to selected sectors, and incentives for 
new markets. All this is needed but it won't send our exports soaring. 
 



One good thing that the Prime Minister has done is to slash down the expenditure on the Dubai 
extravaganza - except it is still five million dollars too many. If projection of Pakistan's culture is 
the idea, it should be reflected in some Ministry other than Commerce. It's time we learnt the 
zero value-add to exports that such expensive giveaways fetch. 
 
Advisor Commerce keeps saying export-led growth strategy is the way forward. We agree, 
except we are not sure if he means it. If he does, how do we explain the long queue of trucks 
outside the ports, some of which get 'shut out' as the ship sails away? Why do exporters have to 
curry favour with all kinds of officialdom? What are stuck up refunds doing to exporters' costs, 
or for that matter the cost of cajoling the SBP for their DLTL claims? 
 
These are aspects of 'export culture' that could be resolved by TDAP. But TDAP is in a sad state 
of disrepair; rudderless. The office of Chief Executive TDAP, the 'first partner' of exporters, has 
remained vacant for so long, giving way to speculations that the Commerce Secretary wishes to 
keep it as his fiefdom. 
 
Could it be that the Advisor Commerce mistakes export promotion (handouts) for export-led 
growth strategy (requiring proactive policies to achieve growth through expansion of exports)? 
What we are seeing in practice is a focus on balance of payments through a combination of 
import duties and export subsidies; not on growth. Advisor seems to be caught in the import 
substitution-export-led maelstrom. 
 
Literature tells us that in general countries with a preference for planning, regulated markets, and 
public enterprises go for import substitution. Those who believe in the merits of market 
mechanism and private enterprise go for export-led. We like to think the Advisor belongs to the 
latter school. What is stopping him then? 
 
He has his role cut out for him. While competitiveness and productivity are serious impediments, 
what is really holding our exports back is the lack of diversity in our export mix. We have got to 
produce what the markets want. Even in textiles, where our concentration is on cotton-based, the 
world has moved on. The name of the game now is synthetics, like performance fabrics. 
 
The shift to demand-driven production fits in seamlessly with export-led growth strategy. We 
have to incentivize investments, both domestic and foreign, in export-oriented industries - and in 
Agriculture. We have to seek economies of scale, optimal use of technology, and productivity 
levels that match those of competition. Our reasonably good market access needs to be better 
marketed to attract FDI in exporting industries. 
 
In our negotiations with the Chinese, we should really be working more on leveraging the FTA 
into a vehicle for FDI. It will be a shortsighted strategy to focus merely on 'preference erosion' 
caused by lower tariffs for Bangladesh and ASEAN. These mostly cover 'sunset products'. We 
must focus more on products that we do not produce today but should be producing to respond to 
shifts in demand - on 'sunrise products'. 
 



We should not get carried away by blips in our export trend. 'A swallow does not a summer 
make'. Secretary Commerce can take all the credit he wants, and we will be the first to tip our 
hat, if he could only share with us the specific policy measures that made this blip possible. 
 
Without an export-led effort we just won't be able to make the math work. We will keep 
returning to IMF for that 'last hug'. 
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