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COVID-19 is reshaping the future of the globe by having an unprecedented impact on
people's social, political, and economic lives. This pandemic is being characterized by
health crisis as well as economic crisis. Pertaining to the negative demand & supply shocks
and the decrease in revenues, profits, and investment due to COVID-19, many business and
economic institutions are paying heed to subdue the post-pandemic economic recession.
The COVID-19 pandemic crisis also hit the economy of Pakistan rigorously. Due to
persistent lockdown and de-escalated economic activities, the country faced a sharp
decline in tax revenues, investment, and business growth. Pakistan has faced several
economic downturns due to natural disasters: particularly the flood in 2010 and the
earthquake in 2005, as they caused the loss of numerous lives, infrastructure, businesses,
and irrigation land. The present study reviews the response and effectiveness of
government and different institutions in previous natural disasters. This analysis provides
policy recommendations to deal with the current crisis. The study concludes that Pakistan
failed to get the full output of its recovery plans due to lack of preparedness & coordination,
lack of understanding, insufficient knowledge & planning, the ineffective role of central
management, and other institutional or management issues. It further recommends that
Pakistan should act more effectively against natural disasters and restore its previous
economic pace by eliminating the gaps in its economic and disaster management policies.
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INTRODUCTION

Sapiens started living in communities about 10,000 years ago
(Umer, 2018). The substantial nexus among humankind is
perhaps the most crucial factor behind the survival of this specie
(Harari, 2014). Long before globalization, pandemics have
existed. The term "pandemic” can be defined as an epidemic
occurring worldwide or over a very wide area, crossing
international boundaries and usually affecting millions of
people (Last, 2001). In the past, pandemics have not only caused
millions of people to die but also have created major economic
losses across the world (James & Sargent, 2006).

According to available literature, an epidemic that exists over a
large geographical area nearly covering a particular region or
whole globe and showing explosiveness in transmission can be
termed a pandemic (Phin, 2011). Pandemics can be trans-
regional (if spreading to at least two adjacent regions),
interregional (if spreading to at least two non-adjacent regions),
and global in nature (if spreading to a hemisphere and often
worldwide) (Taubenberger & Morens, 2009). Humankind has
suffered several pandemics throughout its history. The modern
definition of pandemics includes attack rates, immunity in

population, contagiousness, infectiousness, novelty, and
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severity (Morens et al, 2009). The real difficulty lies in the
prediction of how and why these pandemics occur in different
countries (Saunders-Hastings & Krewski, 2016). Spanish flu
(1918-1920), Asian flu (1957-1958), Hong Kong flu (1968-
1978), SARS outbreak (2002-2003), and Swine flu (2009-2010)
are some famous pandemics in world history.

In 2019, a virus emerged from China, Wuhan, named ‘Severe
Acute Respiratory Syndrome’ or ‘Coronavirus-2’ (SARS-CoV-
2) and abbreviated as COVID-19. The causing agent of COVID-
19 was named SARS-CoV-2. It has a genetic sequence
resembling other coronaviruses. Shred of evidence from
genetic sequence suggests that the bats are the possible
origin of the COVID-19. On March 11, 2020, the World Health
Organization declared COVID-19 a pandemic as the patient
hit 200,000. The first case of novel coronavirus was reported
in Wuhan, China, in December 2019, and the 1st COVID-19
case outside China was reported on January 14, 20, in
Thailand (WHO, 2020a). Till the end of this year, millions of
cases have been reported worldwide. As reported on
November 9, 2020, around 50 million people were infected
by COVID-19 (BBC, 2020). Similarly, the numbers of death
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reported due to COVID-19 were around 1.4 million on
November 6, 2020 (WHO, 2020b).

On February 12, 2020, the Ministry of National Health of
Pakistan presented a “National Action Plan for Preparedness
& Response to Corona Virus Disease (COVID-19)”. The
purpose of this plan was to recommend measures and take
the necessary actions to control the spread of the virus. The
first case of COVID-19 in Pakistan was reported on
February 26, 2020. The COVID-19 curve became vertical in
Pakistan as thousands of pilgrims returned to Pakistan
from Iran. The government took effective initial measures
at the ‘Taftan’ border; however, at that time, 8000 pilgrims
had already returned to Pakistan (Waris et al., 2020). The
government of Pakistan allocated special quarantine zones
for infected people, but somehow, the infected people
escaped those zones. Owing to lack of facilities in

. Deaths

Confirmed Cases

quarantine zones at the ‘Taftan’ border with Iran, around
2000 pilgrims were shifted to their homes. By March 24,
2020, around 990 cases were reported in Pakistan, and
60% were these pilgrims (Badshah etal., 2020). On June 14,
2020, the highest number of cases were reported in a single
day, which was 6825. Anyhow, the COVID’s curve became
flatter as Pakistan reported the lowest number of cases, in
a single day, on August 3, 2020. The situation is becoming
worse again as the 2nd COVID-19 wave is on the way. On
November 26, 2020, a total of 3113 confirmed cases were
reported in Pakistan. The COVID-19 cases are increasing in
Pakistan again as the government ended up the lockdown
in Jan 2021. It seems that Pakistan has been entered into
the 3rd wave of COVID-19. A simple comparison between
the number of tests performed and the number of new cases
is demonstrated in Figure 1..
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Figure 1. COVID-19 status in Pakistan during May 2019-March 2021.
Source: Ministry of National Health, Government of Pakistan (GOP, 2021).

Unlike other countries, the government of Pakistan was able to
contain the virus due to an effective lockdown policy. The
government of Pakistan implemented precautionary measures
and imposed lockdowns at various levels. But this lockdown
affected the economic sector of the country badly. All industrial,
domestic/international transport systems, education, and
manufacturing sectors halted their operations abruptly (Abid et
al, 2020). Similarly, the financial impact of this lockdown is far
more than this lethal COVID-19. Most of the countries across the
globe suspended their air travel, maintained social distances,
and closed their border to minimize the spread of COVID-19
(Thunstrom et al., 2020).

COVID-19 has affected manufacturing, tourism, sports,
transport, and all other economic sectors of the world economy.
Governments around the world put a nation-wide lockdown in
the countries. The global supply chain was mainly disrupted and
the global trade declined. Due to the persisting lockdown
situation, the distribution of goods within the country was
primarily affected. It is estimated that each additional month of
lockdown would cost 2.5-3% of global GDP and there would be
a loss of 3-15% of the world GDP by the end of 2020, depending
upon the period of lockdown and normalization of the situation
(Fernandes, 2020). COVID-19 had a terrible impact on the
world’s financial market (Zang et al., 2020). The risk in stock
markets increased and shareholders lost their return with each
coming day. People were cautious about investing and so the
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stock markets shed their points day by day. Moreover, Arab-
Russia oil war has added fuel to the fire; thus, the stock market
crashed as the oil prices decreased. The global GDP would fall by
2%,
(Maliszewska et al., 2020). Not to speak of developing nations,
even the developed economies halted their manufacturing units
to cope with the situation. The apparel manufacturing industry
declined sharply in Bangladesh, and retailers closed their shops
with little turnovers (Sen et al, 2020). USA, China, Japan
comprise the major portion of the world GDP, i.e., 24%, 16% and
5%, respectively, and the larger the share is, the bigger the effect
will be on world economies (Baldwin & Di Mauro, 2020). This
trade embargo disrupted the global supply chain, and the
process further going on from one country to another.
Gruszczynski (2020) argues that COVID-19 has not only
impacted the world's trade but also changed its patterns
structurally.

Pakistan's economy has been shrinking since 2019, before
coronavirus has invaded the world economy. According to the
Pakistan Bureau of Statistics, around a 1.9% growth rate was
being projected for the fiscal year 2019, but now it has gone
negative as the economy is continuously shrinking. All three
pillars of the economy, i.e., agriculture, services, and industry
are under catastrophe as COVID-19 has hit the economy.
International, as well as domestic trade routes are closed that
disrupted the local and global supply chain.

and even economic recession seems inevitable
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The pandemic outbreak put everything nearly to halt. The
economy of Pakistan was already going through a transition due
to the balance of payment crisis in 2019, which resulted to
seeking out a bailout package from the International Monetary
Fund. The negative spillover effects of COVID-19 in the form of
disruption in global trade, a decline in FDI, and foreign
remittances put great pressure on the external sector of
Pakistan. The economy of Pakistan was projected to lose about
4% of its GDP due to the reduction of trade (Haider, 2020) and
the remittances were expected to decline from 9 to 14% in the
FY20 (Igbal & Javid, 2020). The unemployment layoffs, poverty,
disruption in the supply chain, and negative impacts of COVID-
19 on education proved to be the biggest challenges for Pakistan
(Rasheed et al, 2021). The reduction in tourism & transport
revenues and tax collections due to low business activities
proved to be fatal for the fiscal sector of the economy. Calling the
pandemic “a perfect storm for South Asia”, the World Bank
stated that the fiscal deficit of Pakistan to remain at 9.5% and
8.7% of GDP for FY20 and FY21, respectively (DAWN, 2020).
Meanwhile, the shutdown of the services sector is another
major blow to Pakistan's economy, leading to a high
unemployment rate. According to the Asian Development
Bank, Pakistan’s services sector may lose $26.96 million in
mild-case scenarios and $5 billion in the worst-case scenario
(ADB, 2020a). Javed (2020) estimated the loss to the tourism
industry, in Pakistan, based on the World Bank projections. It
was revealed that tourism will lose around $163 million if
traveling restrictions prevailed for three months, and the
estimates may increase to $327.2 million if the travel
restrictions are extended to six months. It is concluded that the
tourism, transport, and hospitality sectors are in worse
conditions, and millions of workers would be unemployed at
the end of 2020 due to COVID-19 (Javed, 2020).

In the past, the economy of Pakistan has been derailed many
times due to climate, social and political crises. The paper pays
special attention to the economic impact of the flood (2010) and
earthquake (2005), which will provide a policy basis for the
pandemic. Floods have negatively impacted the economy of
Pakistan. Sardar et al. (2016) took two indicators of flood-
related hazards: affected property and monetary damages. By
estimation, the authors find that a 1% increase in the affected
population causes a 0.032% decrease in GDP, and a 1% direct
damage to the property causes a 0.038% decrease in GDP.
Moreover, Pakistan is labeled as a disaster-prone nation due to
its geographical location (Shahzad, 2014). Natural disasters like
earthquakes are economic growth barriers and cause loss of
human capital and infrastructural damage. Developing countries
(e.g., Pakistan) and small economies are much more vulnerable to
macroeconomic shocks and indirect consequences of natural
disasters (Loayza et al, 2012).

The paper discusses the economic impacts of natural disasters
in Pakistan and considers the government policies aimed at
addressing the consequences of earthquakes and floods in the
country. The COVID-19 outbreak is also viewed as a natural
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disaster, which has a direct and indirect impact on the
economy. The paper provides a framework by analyzing the
previous disaster management policy that can help Pakistan
dig out the policy to encounter economic impacts caused by
the coronavirus crisis.

The rest of the paper is structured as, following introduction,
research methodology which describes the way the study is
conducted in section 2, descriptive analysis which is further
divided into four sub-sections in section 3, policy implications
for economic recovery based on the policies devised by the
Government of Pakistan in previous natural disasters in
section 4 and the last section concludes the study.

METHODOLOGY

The study uses the descriptive analysis for examining the
impact of COVID-19 and previous economic instabilities due to
floods, earthquakes on Pakistan's economy. The secondary
data is used in the study, and the analysis are extracted from
the World Bank, Asian Development Bank, economic reports
by the Government of Pakistan, and a few scholarly
proceedings. For this purpose, not only existing literature and
statistical reports are carefully analyzed, but also national and
international natural hazards reports are also reviewed to
study the impacts of natural disasters on the economy of
Pakistan. The policy of Pakistan’s government to respond to
natural disasters and its outcomes are also analyzed.

DESCRIPTIVE ANALYSIS

A Brief History of Natural Disasters in Pakistan

In the past 15 years, Pakistan has faced multiple natural
disasters which have its population and economic stability.
The land of Pakistan is prone to floods. The poor management
plans paved the way for more floods in the coming years. Table
1 shows that Pakistan has faced around 7 small- and large-
scale floods from 2007 to 2015. These consecutive floods had
caused a great deal of damage to the economy of Pakistan.
Thousands of people were left homeless and their livelihoods
were destroyed. The loss of human and physical capital,
businesses, and infrastructure destabilized the economy in
such a way that Pakistan has never seen a way back to its
previous economic pace.

The earthquake and flood in 2005 and 2010, respectively, had
a devastating impact on Pakistan’s economy. In 2005, an
earthquake of 7.6 magnitude struck Pakistan: it killed
thousands of people and left millions homeless. The
earthquake was one of the worst natural disasters in terms of
intensity, shallowness, and destruction in Pakistan. The flood
in 2010 affected the country in a more or less similar way. It
affected around 20 million people and left thousands of them
homeless. The flood caused damage of billions of dollars by
destroying infrastructure, assets, agriculture, and residential
land. In addition to this damage, there are economic losses:
resources are put on recovery efforts resulting in reduced
work hours and economic activities.
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Table 1. Natural Calamities in Pakistan (2007-2015).

Year Types of disaster Causalities Population affected Houses destroyed
2007 Flood 443 2.5M 71,486
2008 Earthquake Balochistan 164 - 9761
2009 Flood 80 255.7M 17,172
2010 Attabad landslide 20 12.95M 457
2010 Flood 1,985 20M 16,02765
2011 Flood 520 9.3M 1604406
2012 Flood 571 4.8M 636438
2013 Flood 333 1,489.1M 79943
2013 Earthquake Mashkhel 14 - 2250
2013 Earthquake Awaran 386 - 46756
2014 Flood 367 2.5M 129880

Source: Compendium of Environment Statistics of Pakistan (PBS, 2015).

Earthquake (2005): Economic Impact and Government Policy
Response

Earthquakes have direct and indirect effects on the economy. The
major losses are due to the indirect damages caused by an
earthquake. The extent of damage depends on the strength of the
infrastructure. In highly populated areas, indirect loss can be
greater due to the concentration of buildings. The physical
destruction due to earthquakes is a major concern. Due to the
collapse of buildings and road maps, the supply chain is affected
in specific areas which ultimately have an impact on GDP. This
causes an increase in unemployment in the sectors which are not
directly affected by the earthquake. Earthquakes cause direct and
indirect loss to human capital stock and flow which further leads
to destabilization of the environment (Hamdani & Shah, 2005).
The earthquake of 2005, Pakistan, brought great damage to the
infrastructure. The damages can be divided into three categories:
Direct damage, indirect damage, and reconstruction costs.
Reconstructions costs are also considered part of damages
because these costs are to be borne by the government or people
which could otherwise be spent on other development or welfare
programs.

Direct Damage: Table 2 presents the preliminary estimates of the
direct damage, which amount to Rs 135.1 billion. Among direct
damages, private housing is the largest component, followed by
transportation sector. The third largest component is the
education sector. Similarly, agriculture, livestock, industrial and

services sectors were also in great damage. The estimated figures
for the damage to each sector are presented in Table 2.

Indirect Damage: In addition to the direct damages, there was a
huge number of indirect damages and losses incurred by different
sectors. Table 2 shows that indirect losses resulting from direct
damages are Rs. 34.2 billion. The industry and services sector
faced the highest indirect loss of Rs. 8.4 billion, particularly due to
loss of human capital, breakdown of supply chain and damage to
infrastructure. It is followed by private housing, agriculture and
livestock, education, and transport sectors. Table 2 presents the
estimates of the indirect damages that happened to each sector.

Reconstruction Cost: The total cost of reconstruction is
estimated to be around Rs. 208 billion as shown in Table
2. This is divided into three sectors that include social &
physical infrastructure, and economic sector. The largest
reconstruction cost was allocated to social sector which was
around Rs. 151.468 billion. For reconstruction initiatives,
special attention is paid to private housing because this sector
was damaged badly in the earthquake. In the same way, Rs.
29.5 billion is allocated to the physical infrastructure as a part
of reconstruction cost. The share of economic sector in
reconstruction cost is around Rs. 27 billion which is divided
into agriculture & livestock and industrial sector. The detailed
reconstruction cost of each sub-sector for all three sectors is
given in Table 2.

Table 2. Estimated damage and cost of earthquake (2005) in Pakistan.

Sector Direct damage Indirect losses Reconstruction costs
(Rs. Million) (Rs. Million) (Rs. Million)

Social Infrastructure

Private Housing 61200 7218 92160

Health 7114 1378 18012

Education 19920 4133 28057

Environment 12 - 8985

Public Administration 2971 687 4254

Physical Infrastructure

Transport 20,165 4061 24699

Water supply & Sanitation 1,165 - 1900

Irrigation 324 - 623

Energy, power and fuel 744 1,561 2377

Economic Sector

Agriculture and livestock 12,933 6,770 17846

Industry Service 8578 8379 9178

Total 135,146 34187 208,091

Source: Asian Development Bank and World Bank (WB & ADB, 2005).
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Government Policy Response

The United Nations Office for Coordination of Humanitarian
Affairs presented a comprehensive report on the early recovery
framework and the key initiatives taken by Pakistan to combat
the socio-economic damages of the earthquake (UN, 2005). The
Government founded the Earthquake Reconstruction and
Rehabilitation Authority (ERRA) that was concerned with
managing the reconstruction process. The Prime Minister of
Pakistan announced, on October 17, 2005, a 12 Point Plan for
Relief, Recovery, and Reconstruction. In addition, the
government presented a National Plan of Action, to combat the
challenges posed by the earthquakes. The UN report also
praised the role of government, army, civil society, and Non-
Governmental Organizations. According to this report, the UN
Flash Appeal also requested $550 million for priority
humanitarian operations over six months.

The Asian Development Bank and the Government of Pakistan
made collective efforts to analyze the damages and layout the
medium to longer-term recovery plans. The results were
published in a report titled Damage and Needs Assessment (WB
& ADB, 2005). The recovery plans consisted of guiding
principles for planning and implementing activities. These
included: Rapid rebuilding of people’s livelihoods, secure
development gains and progress in poverty reduction and focus
on the most vulnerable and socially disadvantaged groups. The
World Bank documented the efforts of Pakistan to rebuild the
infrastructure in its case study of Disaster Recovery Framework
Guide (WB, 2015). The report says, around $6.2 billion were
allocated to finance the reconstruction process. The ERRA laid
out the plans with the teams of engineers and NGOs to devise a
framework for the efficient construction and allotment of
houses to the affected people.

On the contrary, Khan (2006) indicated that Pakistan was
unprepared and lacked organization to handle recovery
operations at such a large scale. The ERRA was established
after the disaster and it took time to get stimulated and
organize the matters. Zaidi (2006) also criticizes that there
was a lack of preparedness by the government, and its
response was not immediate and reflected many loopholes
and wrongdoings. Many victims could not get assistance, and

= Agriculture, Livestock & Fisheries
= Housing
Transport and Communcations
Financial Sector

= Others

the shelters that they were provided were insufficient to
combat the cold winter. The monetary compensation paid to
them was not enough either. The government and armed
forces lacked cargo, helicopters, and relief equipment, which
caused a delay in rescue operations. Poor management, lack of
transparency, inadequate planning were the major problems
in the way of rehabilitation and reconstruction process (ICG,
2006).

Flood in Pakistan (2010): Economic Impact and Government
Policy Response

Floods can also damage the structure of society by threatening
the life, health, property, infrastructure, and livelihood of
people. Human beings started living near rivers to get food and
fertile lands thousands of years ago. As a result, socioeconomic
activities and population growth started growing
exponentially over time. Frequent rains and sudden meltdown
of snow causes floods. Floods can have both damaging and
beneficial impacts depending upon the characteristics of the
riverine system. It has always been difficult to quantify these
losses or benefits. In some parts, it may bring water for
domestic and industrial use and bring nutrients rich water for
irrigation.

In the short run, floods reduce economic activities, damage
production facilities, and increase the burden on the municipal
budget. A shortfall in tax collection may also arise due to a halt
in economic activities (Svetlana et al, 2015). On the contrary,
floods can have positive impacts on economic growth in the long
run, because the government can replace the old technology,
and more investment may come in form of relief funds, aids and
donations that can be used to build infrastructure and support
the economy.

The flood of 2010 in Pakistan caused catastrophic destruction
which was followed by a series of other floods in 2011, 2012,
2013, and 2014. Ul Hasan and Zaidi (2012) demonstrated that
about 68% population was living in rural areas at that time,
having inadequate access to suitable sustenance. The author
further provided the figures to show the percentages of
damages happened to different sectors, as demonstrated in
Figure 2.

Figure 2. Percentage damages by sector in 2010’s flood.
Source: Ul Hasan and Zaidi (2012).

Figure 2 shows that the agriculture sector, which is the
backbone of the rural economy, is the worst hit sector in this
flood resulting in loss of livelihood and increase in
unemployment in agriculture related economy. Table 3
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presents another set of figures that shows the district-vise
impact of the flood. The intensity of the flood can be imagined
by the fact that it affected 29 districts hovering over the area
of more than 10,000 square kilometers. It affected around 20
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million people in the area damaged by it. The ADB prepared a
report, titled Preliminary Damage and Needs Assessment,
with the help of Pakistani authorities to estimate the damages,
losses and the policies to overcome the flood crisis (WB, 2010).
The report showed that the flood affected land also constituted
a large amount of infrastructure, irrigation area, and hub of
economic activities, and the damages caused by floods resulted in
a cost of more than $10 billion.Table 4 provides a detailed

Table 3. District-wise impact of the flood (2020).

breakdown of damages and costs. The most affected sector was
agriculture and livestock which claimed damage of more than $5
billion, followed by the housing sector totaling $1.59 billion,
communication sector equaling $1.33 billion, and the financial
sector i.e., banks, ATMs, claiming a damage of $783 million
collectively. Moreover, health facilities, irrigation lands,
communication sector, and energy sector were also in colossal
damage by floods.

Total number of affected districts

78 (24 KPK, 11 Punjab, 17 Sindh, 12 Balochistan, 7 AJK, 7 Gb)

Most affected districts 29
10,000+ sq. kilometer
20 million

Area affected
Population affected

Source: Asian Development Bank (WB, 2010).

Table 4. Estimate of total damage and cost by sector.

Sector Damage Cost ($)
Houses 1.6 million $1.588 billion
Energy 92 plants, 32 grids, 32000 km 309 million
Agriculture and livestock 2.1-million-hectare agricultural land, 0.3 million large 5.1 billion

and 1.2 million small animals
Private sector 146 industries, 0.1 million hotels/ shops 109 million
Financial sector 90 banks, 10 ATMs 674 million
Health sector 485 health facilities 50 million
Government & environment 1457 structure 82 million

10192 education centers
23831 km

Water and sanitation 6673 schemes

Irrigation -

Total -

Education
Communication

311 million
1.328 billion
109 million
278 million
10.056 billion

Source: Asian Development Bank (WB, 2010).

Government Policy Response

The Preliminary Damage and Need Assessment report prepared
by ADB and the Government of Pakistan reflects the national and
international response in the wake of flood in 2010. The federal
and provincial governments mobilized the state institutions (e.g.,
National Disaster Management Authority-NDMA), assisted by the
Army and UN agencies. Army troops, helicopters and boats were
mobilized to undertake the rescue operations and provide relief
supplies to the affected people. Moreover, an emergency flood
relief call center was established.

Much of the emergency relief was provided in the form of clean
water, food, kitchen sets and shelter items, sanitation kits and
hygiene supplies, medical supplies, mobile and basic health care
units. The most prominent feature of the response was the cash
transfer mechanism through “Watan card”. The Government of
Pakistan in collaboration with NADRA distributed around
977,570 Watan Cards (PKR. 20,000 per family) throughout the
country (NDMA, 2011). The Watan Card scheme benefited
around 3.9 million people of the flood affectees crippled in dire
support of relief (NADRA, 2010). Pakistan received US$ 171
million from the UN under Rapid Response Plan in April 2012
and further $439 million support was in line to continue the
recovery strategy (MOF, 2011). The international community
responded immediately to the Prime Minister’s appeal and
assisted Pakistan in the form of remittances.
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House (2012) used The Global Humanitarian Indicator Tool
(GHIT) to assess the quality of a number of emergency
responses to the 2010’s flood. The author found that Pakistan
partially met most of the goals that are set by GHIT, and only
few goals were met fully. Pakistan was given a rating of 19 out
of 30 points. The most notable quality standard was the
measure to address the dignity and protection issues, which
the author found to be partially met given certain security
risks like economic inequality, infrastructure degradation and
civil unrest.

The most severely hit community was ‘common man’, who
became indulged in poverty, which increased as the economic
complications became clear with time (Bhatti et al,, 2011). A
six month recovery analysis, after the disaster, shows that
majority of the population had not recovered their previous
standard of living or access to services, and the rural
population was amongst the slowest to recover (Kirsch et al,,
2012).

According to Ali (2013), Pakistan faces several management,
institutional and policy problems that affect the government's
response towards natural disasters. Particularly talking about
the 2010 flood, the author noted that there was a lack of an
appropriate flood policy, comprehensive laws, and adequate
flood-control infrastructure and scientific knowledge. Deen
(2015) indicated that the 2010 floods exposed major policy
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and implementation gaps in flood and disaster management
and revealed the disconnect between the local, provincial, and
federal governments. The other criticisms came for the delay
in setting the institutions in motion to combat the crisis
(Wasim, 2015). There are many institutions that become
involved when disasters occur, but it results in lack of
coordination, poor anticipation of intensity and operational
level issues. On the whole, despite many operational
difficulties and financial constraints, the government’s
emergency planning has been more responsive to the needs of
the floodplain populations (Ali, 2013).

COVID-19 in Pakistan: Economic Impact and Government
Policy Response

COVID-19 has brought unprecedented changes in the social
and economic structure of the world. Governments around the
world came up with the idea of a nation-wide lockdown to
reducing social activities to the minimum. World Health
Organizations issued day to day statements and precautionary
measures to avoid the spread of disease. The asymptomatic
and explosive nature of the disease brought panic to the social
and economic activities. The uncertainty prevailed in stock
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markets around the globe. Governments announced relief
funds, tax relaxation, and public welfare policies. It is observed
that the announcement of such policies had a positive impact
on stock markets in many countries, while the number of cases
and social distancing policies were negatively impacting the
stock markets (Ashraf, 2020).

After COVID-19, Pakistan Institute of Development Economics
(PIDE) projected a job loss of more than 18 million people in
the country (Subohi, 2020). This rising unemployment would
create multiple financial, social, and psychological problems
among the people. Figure 3 presents some of the macrotrends
of Pakistan for the past two decades. It is quite obvious that
GDP growth rate was catching up before 2019, while
unemployment rate and inflation rate were showing a
downward trend at a slow pace. However, COVID-19 turned
the tables around with most of the economic activities stopped
around the country, the unemployment rate started gearing up
and GDP rate fell to its lowest value in 20 years. When the
industries could not meet the demand of commodities and the
global trade halted, the rise in the prices of food and other
necessities gave rise to high inflation rate which was further
backed by the devaluation in Pakistani currency.

g0
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Figure 3. Macroeconomic Trends of Pakistan (2000-2020).
Source: Asian Development Bank (ADB, 2021).

The coronavirus crisis affected all the economics of the world.
In this era of “global village”, countries have developed strong
economic linkages, and economic crisis in one country impact
other countries either directly or indirectly. Pakistan is a big
exporter of agriculture and industrial raw material. These
sectors were most affected by the COVID-19 crisis due to a
decline in supply and demand, as well as the supply chain
disruption across the globe. So, the economies were
contracted due to a decrease in consumer demand and a
shortfall in output. Asian Development Bank published a brief
report of the estimated loss of the corona crisis on major
sectors of Pakistan’s economy, in which estimated losses to
Pakistan’s economy under best- & worst-case scenario due to
COVID-19 are given. Table 5 provides the monetary loss to
different sectors as reported by and Asian Development Bank.
Best-case scenario: It is obvious from Table 5 that the
agriculture & mining sector is the worst hit in best case
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scenario with an estimated loss of $16.23 million, which is
followed by trade and services sector ($5.54 million),
manufacturing sector ($3.6 million), transport sector ($0.92
million), and hostels & restaurants sector ($0.67 million).

Worst-case scenario: Table 5 shows that business, trade, and
services sector is the worst hit under worst-case scenario with
an estimated loss of $1.94 billion, followed by agriculture and
mining sector ($1.5 billion), manufacturing sector ($671
million), transport sector ($565.6 million), and hotels &
restaurants sector ($253.7 million).

To conclude, in the best-case scenario, an estimated loss of
$26.96 million is expected while in a worst-case scenario, an
estimated loss of $5 billion is expected to major sectors of the
economy. State Bank of Pakistan presented a report
concerning the growth incurred by the travel and workers’
remittances sector is presented for the FY 19 & 20 (Table 6).
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An influential growth in travel services and workers’
remittances is observed from FY 19 to FY 20, but these two
sectors are affected by COVID-19 crisis due to the travel
restrictions and loss of workers’ remittances owing to increase
in unemployment.

Pasha and Kardar (2020) projected growth rates of
macroeconomic variables in fourth quarter of FY 2019, 20 (Table
7). The data is projected for two different scenarios; scenario 1
captures the effects of less severe shocks and scenario 2 captures
the effects of more severe shocks. It can be observed that there is

a significant decline in private consumption expenditures which
can affect the living standard of the people in coming months. The
public consumption expenditure may increase to 12% or 8%
under scenario I and scenario II, respectively. Another sharp
decline can be seen in case exports of goods and services.
However, imports of goods and services increase to 5% probably
due to a decline in import prices, while a 3% decline is observed
in scenario-II. The net taxes and GDP factor cost is projected to
decrease from 5 to 10%. The rate of inflation can also significantly
increase from 10 to 16%.

Table 5. Estimated loss to Pakistan's economy under best & worst case.

Best-case scenario Estimated loss

Worst-case scenario

Estimated loss

$ 16.23 million
$ 5.54 million

Agriculture and mining sector
Business trade, personal and
public services

Light and heavy manufacturing
Transport services

Hotels and restaurants

Total

$ 3.6 million

$ 0.92 million
$ 0.67 million
$ 26.96 million

Agriculture and mining sector
Business trade, personal and
public services

Light and heavy manufacturing
Transport services

Hotels and restaurants

Total

$ 1.5 billion
$ 1.94 billion

$ 671 million
$ 565.6 million
$ 253.7 million
$ 5 billion

Source: Asian Development Bank (ADB, 2020a) .

The Asian Development Bank, in its 2020, outlook report
forecasted the GDP of Pakistan (Figure 3). In April 2020, ADB has
forecasted that Pakistan would grow to 2.6% in 2020 and 3.2% in
2021. The ADB later updated its GDP forecast due to the severe

Table 6. Travel and worker's remittances (Million $).

economic impact of COVID-19 erasing the economic gains in the
first two quarters of 2020. Under COVID-19, it was foretold that
GDP would grow at a rate of -0.4% in 2020 and would recover to
2%in 2021.

Description FY 20 FY 19
Travel services 320.3 2471
Workers’ remittances 23,132.3 21,739.4

Source: State Bank of Pakistan (SBP, 2020).

Table 7. Projected Growth Rates of Macroeconomic Variables in 4th Quarter of FY 19-20

Variables Scenario [ Scenario II
Private Consumption Expenditure -4.4 -8.2
Public Consumption Expenditure 12 8
Public Investment -11.7 -27
Private Investment 15 10
Exports of Goods and Services -6.8 -15
Imports of Goods and Services 5.2 -2.6
Net Taxes -5 -9.5
GDP factor cost -4.6 -9.5
Rate of Inflation 9.6 16.1
Source: Pasha and Kardar (2020).
32
2.6
2
j M
2020 2020 Update 2021 2021 Update

Figure 4. Pakistan GDP forecast.
Source: Asian Development Bank (ADB, 2020b).
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Government Policy Response

COVID-19 is reshaping the world’s social, cultural, political,
and economic matters. As a result, different economies are
using diverse techniques to combat this lethal virus. Ashraf
(2020) collected daily data of 77 countries from January 22 to
April 17, 2020 and it is figured out that government
intervention on social distancing has a negative impact on
stock markets due to the adverse effects on economic activity.
The Government of Pakistan was hesitant to put lockdown in
the country, due to the financial challenges and deteriorated
economic situation. The lockdown began in Sindh province
where the earliest cases were reported. After the cases spread
to other provinces, the federal government decided to put a
nation-wide lockdown. Government imposed the lockdown in
a series of small steps: at first, highly crowded places like
academic institutions were closed. When the situation became
worse, restaurants and public transport were are also
included in the lockdown. The nation-wide lockdown was
imposed on April 1, 2020 which was extended twice till May 6,
2020 (Raza, 2020). People became insecure after the
imposition of lockdown because, all the means of their
livelihood were frozen. It is reported that most of the suicides
occurred, in Pakistan, due to the fear of economic recession,
not from the COVID-19 (Mamun & Ullah, 2020).

Prime minister Imran Khan initiated a corona relief ‘Tiger
Force’ to spread awareness about the COVID-19. The
registration of this force was started on March 31, 2020, and
thousands of youngsters participated in the campaign. The
purpose of this force was to distribute food and also spread
awareness about COVID-19 among the people. Government of
Pakistan also initiated the EHSAS program to provide financial
assistance to the needy. On April 01, 2020, Prime Minister
launched this anti-poverty scheme having a budget of Rs.203
billion (12000 per family), covering around 15 million families
(GOP, 2020). On macroeconomic level, government adopted
expansionary fiscal policy such as reduced taxation and
increased government expenditures (Ashfaq & Bashir, 2020).
On June 13, 2020, the government converted countrywide
lockdown into ‘smart lockdown’. In this particular lockdown,
all other activities were banned except the labor force was
allowed to go out for earning (Rukh et al,, 2020). The smart
lockdown strategy and the financial assistance form the
government of Pakistan acted as a buffer against the dire
economic consequences of COVID-19 on the poor people of the
economy. Although most the countries imposed a full-
lockdown, but smart lockdown was appreciated by media and
many countries around the world (APP, 2020; News, 2020).

Policy Implications

COVID-19 has created a situation of emergency in Pakistan, as
well as the whole world. For Pakistan, the COVID-19 as a
natural disaster is different from other natural disasters (e.g.,
floods and earthquakes) in a way that the COVID-19 has not
disrupted the socio-economic system of the Pakistan alone,
but the whole world. This emphasizes that the global
community needs to act together in order to retain the pre-
corona life. As per the demand of the situation, Pakistan needs
to take actions by inculcating the national and international
institutions which are concerned with health and economy.
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Following are the policy measures that Pakistan can act upon
to revive its previous economic pace. Although the measures
are advised by considering the previous disaster policy of
Pakistan, but some other recommendations are necessary to
be added because COVID-19 is a global phenomenon as
compared to other natural disasters in Pakistan which are of
local nature. It is also a chance for Pakistan to address
loopholes in its previous policy of managing disasters.

The situation like COVID-19 require an active role of the
government in regulating the market in terms of prices and
provision of life sustaining commodities. The government
should help in terms of direct cash transfer, like those of Watan
Cards, to needy households for food support and basic
commodities of life. Financial support can also be given in form
of subsidies on necessities. Evidence shows conditional cash
transfers (Rawlings & Rubio, 2005) especially during natural
disasters had a positive impacts on social and economic
sectors of the economy (Mansur et al., 2018).

Unlike other natural disasters, COVID-19 has put more
pressure on health sector of the economy. Floods and
earthquakes destroy the infrastructure, but COVID-19 has
created shortage of healthcare workers in the country.
Government can address the decline in public investment by
spending more in health sector. This will not only generate
employment but will help to meet the demands of emergency.
Government spending in health sector will help to react more
effectively to pandemic like situation. According to Bivens
(2012), increase in public investment also boosts the GDP and
the productivity of the private-sector which supports the
economy in disaster like situation.

As indicated by Deen (2015) and WCDR (2005), Pakistan lacks
a culture of research and scientific knowledge, which
underestimates the recovery policies of the government under
disaster situations and resultantly Pakistan faces harsh
economic consequences. Government needs to spend more on
Research and development (R&D) and develop a culture of
scientific knowledge. This will help in pre-planning and
minimizing the loss of economic resources.

Pakistan needs to depoliticize its economic, social and other
administrative institutions. Political parties in Pakistan often
use the pandemic like situation to build the pressure on ruling
party, which affects the performance of the recovery
strategies. Moreover, the lack of coordination between
institutions also affects the execution of the policies as seen in
case of flood (2010) and earthquake (2005). The political
parties are required to develop a ‘common agenda’ and make
institutional reforms that are acceptable by all. This will help
to react more fiercely to emergency situation and avoid the
grave economic concerns of natural disasters.

Pakistan needs to reevaluate its disasters management
structure. For effective disaster preparedness, there is a need
to take drastic measures in improving the local capacity and
the knowledge-base of the plans. As Bussell and Asim (2017)
highlighted that Pakistan should not rely on recovery
strategies only, rather equal importance should be given to the
disaster preparedness and risk
preparedness will help to timely respond and minimize the
damage to the economy. The government, is this regard, can
revolutionize its technology and IT industry. With fast

reduction. Disaster
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communication technology, it would be much easier to
transfer important data from one place to another. This will
increase the response rate and help to contain the emergency
situation in a much less time.

COVID-19 has created the most urgent need for global
cooperation. As the word ‘pandemic’, also signifies globularity
in nature so all countries should cooperate to combat the
disease. Pakistan needs to strengthen its regional and cross-
regional cooperation to combat the disease through different
platforms. Underdeveloped countries like Pakistan and Iran
are already struggling hard to maintain their health and
financial stability. The national and international community
should cooperate and make a joint effort to support the
countries that have weak health and economic system.

CONCLUSIONS

COVID-19 also had a profound impact on the economy of
Pakistan, in terms of increase in unemployment, inflation, and
a decline in economic growth. While the policies of
government are at full swing, there are still loopholes in
managing the disaster which is accustomed as evident from
the management of previous disasters. The study finds that
Government of Pakistan fails to get full output of its recovery
plans due to lack of preparedness & coordination, lack of
understanding, absence of central authority, insufficient
knowledge & planning, and other institutional or management
issues. It is also found that disaster management policies of
Pakistan require pre-planning, timely response and effective
coordination between different institutions. The study finally
concludes that government needs to intervene in the market
to regulate prices, give direct cash to people, invest in R&D,
and strengthen ties with neighboring economies to come out
of COVID-19 crisis.
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