
Pakistan: Upcoming election is likely to make Imran Khan the new prime
minister

Event: The general election on July 25 is expected to produce only the second democratic
transfer of power  between parties in Pakistan’s history. 

Significance: The Pakistan Muslim League-Nawaz (PML-N)’s five-year term ended on May 31
and it faces a tough challenge from Imran Khan’s Pakistan Tehreek-e-Insaf (PTI) and Bilawal
Bhutto Zardari’s Pakistan Peoples Party (PPP). Although the PTI and PPP have ruled out an
alliance, party leaders could change their minds after the results are in and install Imran Khan,
the cricketer turned politician, at the head of a coalition. With Khan as prime minister, the military
can expect to have free rein to pursue an anti-India foreign policy while relations with
Washington are likely to become increasingly difficult.

Analysis: Some 106 million of Pakistan's 208 million people will be eligible to vote. Young voters
(those under the age of 29) will be important, with the latest Pakistan National Human
Development Report estimating that around 90% of young men and more than 50% of young
women will participate. Elections for the provincial assemblies will be held at the same time.

The 342-member National Assembly was dissolved in late May, after which former Chief Justice
Nasirul Mulk was appointed caretaker prime minister. The prospect of a Khan premiership may
seem unlikely given that, at the time of dissolution, the PML-N had 184 seats, the PPP 46 and
the PTI 32. However, the PML-N faced increasing difficulties in the latter part of its term.  

The PML-N's Prime Minister for most its term was Nawaz Sharif, who was disqualified for
dishonesty by the Supreme Court in July 2017 and convicted of corruption (in absentia) by an
accountability court on July 6 this year. Nawaz Sharif, now the PML-N's 'lifetime leader', was
sentenced to ten years' imprisonment and jailed upon his return to Pakistan on July 13. The
PML-N's prime ministerial candidate is now Shehbaz Sharif, his brother.

The caretaker government has also cracked down on the PML-N. Several party leaders were
arrested ahead of Nawaz Sharif's return to Pakistan this month and some, including Shehbaz
Sharif, face criminal charges for organising rallies in support of the lifetime leader. Nearly 17,000
party members in Punjab province, the PML-N's stronghold, face criminal investigations by the
police for breaking electoral rules. 

Many PML-N members have defected to the PTI, though not enough to ensure a majority for
Khan. While Nawaz Sharif's conviction may play into Khan's hands, some voters may stay with
the PML-N if they agree that it is being unfairly treated by the 'establishment'.

The PTI's Khan has been a vociferous critic of the Sharifs and is contesting the elections largely
on an anti-corruption platform. Khan denies suggestions that the PTI has the military's support,
but this is widely considered to be the case. The military is deploying more than 371,000 troops
to mitigate the risk of election violence.

The key battleground will be Punjab, the PML-N’s heartland. Khan is standing in the NA-131
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constituency in Lahore, the provincial capital. The PTI has promised to make southern Punjab a
separate province, seeking to address resentment at perceived developmental inequalities. The
PTI's own stronghold is Khyber Pakhtunkhwa (KP) province and it will expect to do particularly
well in Peshawar, the provincial capital. 

PPP success will be restricted largely to its stronghold, Sindh province. The PPP's Shehla Raza
will contest the NA-243 constituency in Karachi, the provincial capital, but the party's main
support is in the hinterlands. Asif Ali Zardari, party co-chairman and Bilawal Bhutto Zardari's
father, faces an investigation into allegations of money laundering, which he denies. 

A number of small Islamist parties may have an important role in the event of a hung parliament.
Khan is publicly seeking support from religious leaders but parties advocating moderate
Islamism are struggling in the face of more radical players. The militant Hafiz Saeed's Milli
Muslim League (MML) will be contesting under the banner of the Allah-o-Akbar Tehreek, after
the Election Commission of Pakistan rejected its registration. Muhammad Ahmed Ludhianvi,
leader of the sectarian Ahle Sunnat Wal Jamaat (ASWJ), is actively campaigning after he was
removed from the 'fourth schedule' terrorist watchlist last month. 

Critics accuse the military of tolerating hard-line Islamist ideology; the MML is associated with
the charity Jamaat-ud-Dawa, widely regarded as a front for the militant group Lashkar-e-Taiba,
and the ASWJ is thought to be linked to the militant group Lashkar-e-Jhangvi.

The Financial Action Task Force (FATF) last month formally placed Pakistan on its 'grey list' of
jurisdictions that are not doing enough to combat terrorist financing. The move will dissuade
potential investors in Pakistan's economy, and the resulting financial slowdown will hinder public
spending.

This is significant as the PML-N is campaigning on a pledge to continue large-scale investment
in infrastructure associated with the China-Pakistan Economic Corridor, while the  PTI is
promising to establish a welfare state. Whichever party leads the government after the election
will face the consequences of persistent budget shortfalls and a widening current account deficit.
This rose to some 18 billion dollars in fiscal year 2017/18 (July-June), an increase of 42.5%. 

With export growth outstripped by import growth, the central bank under the previous PML-N
government and the present interim regime has allowed rupee depreciations. The central bank's
foreign exchange reserves fell to just over 9 billion dollars in June, barely enough to cover two
months' imports.

Pakistan's public debt is now roughly 70% of GDP. Moody's downgraded the country's outlook to
negative from stable in June, citing increased external vulnerability. The World Bank projects
GDP growth to slow to 5.0% in 2018/19 from the 5.8% of 2017/18, which was the highest rate in
13 years.

The new government may decide to continue relying on Chinese loans, but it is more likely that it
will return to the IMF for another bailout; a 6.6-billion-dollar Extended Fund Facility loan ended
less than two years ago. Another IMF package would lead to fiscal and monetary tightening,
which the IMF regards as the surest means of establishing macroeconomic stability. However,
Pakistan's tense relations with the United States, which believes Islamabad does not do enough
to combat militancy, may hinder negotiations. 

Looking ahead: None of the main parties is likely to secure a majority in the National Assembly.
Even if the PML-N remains the single-largest party, the PTI should make enough gains to enable
it to engineer a coalition to take power.
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