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Abstract

Purpose – This longitudinal study examines the relationship between private savings and

macroeconomic stability in Pakistan, with particular emphasis on the balance-of-payments (BoP)

nexus. It tests the conventional assumption that private savings significantly influence BoP

dynamics and situates Pakistan’s experience within a comparative regional and global context.

Design/methodology/approach – Using an Ordinary Least Squares (OLS) framework with

robustness checks, the study analyses five decades (1973-2024) of macroeconomic data drawn

from the State Bank of Pakistan, the IMF, and the World Bank. The analysis incorporates the

2020-2023 crisis period, projects outcomes under alternative policy interventions, and

benchmarks Pakistan against South Asian peers and other developing economies.

Findings – Private savings show no statistically significant relationship with BoP deficits,

challenging the conventional theoretical linkage. Private and national savings move closely

together (coefficient = 0.8575, p = 0.000); exchange rate depreciation raises private savings; rising
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per capita income paradoxically lowers the savings rate; Pakistan’s savings performance (11.8%

of GDP) lags well behind India (23.4%) and Bangladesh (18.6%); and the post-2010 structural

decline reflects inflationary pressure, shifting consumption patterns, and socio-political instability.

Practical implications – Policymakers should decouple BoP strategy from savings targets and

instead priorities export diversification, remittance channels, and exchange rate stability. A

combined package of tax incentives (10% rebates), financial inclusion, exchange rate

management, and pension reform could raise private savings by 3.12 percentage points of GDP,

to 10.62% by 2030.

Originality/value – This is the first five-decade assessment of Pakistan’s Savings-BoP nexus

with systematic cross-country benchmarking. It challenges the assumption of savings-led BoP

adjustment and offers evidence-based, transferable lessons for developing economies facing

similar macroeconomic constraints.

Keywords – Private savings, balance of payments, remittances, comparative development,

macroeconomic stability, savings mobilization

1. Introduction

1.1 Background and Context

Pakistan’s economy presents a persistent paradox, despite decades of policy attention and

repeated reform efforts, private savings have averaged just 11.6% of GDP since 1960, well

below regional peers India (23.4%) and Bangladesh (18.6%), trapping the country in a cycle of

weak domestic resource mobilization, external borrowing dependency, and constrained growthi.

This shortfall reflects deeper structural issues, including inflationary pressure, financial-sector

risk premiums, consumption-driven cultural norms, and inadequate financial intermediation

mechanisms (Ahmad et al., 2007). The behavioral patterns underlying this trend are particularly

concerning after remaining broadly stagnant at around 11.65% of GDP between 1961 and 2009,

private savings have since declined sharply, with projections pointing to a further fall to 7.5%

by 2025 in the absence of policy intervention.

The decline is driven by several interrelated forces: a shift in household spending toward

education and healthcare (Asghar et al., 2022) , a growing preference for real estate over

financial savings; erosive inflation that peaked at 29.2% in 2023; and a persistent youth bulgeii.
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Pakistan’s BoP difficulties, meanwhile, stem from structural imbalances in trade and production:

low-value textile exports account for roughly 65% of total exports (Pasha et al., 1999), while

the economy imports 80% of its machinery and 40% of its energy needsiii. This import

dependency, combined with limited export diversification, places persistent pressure on the

current account. Worker remittances have provided some cushion, peaking at US$31.2 billion

in 2022, but remain volatile, contracting by 13% in 2023 amid weaker global conditionsiv.

1.2 Savings and Balance-of-Payments Trends, 1973-2024

Table 1 and Figure 1 summarizes five decades of savings behavior in Pakistan. Private savings

as a share of GDP averaged 11.6% over the full period, peaking at 13.22% during 2001-2009,

a period of relative macroeconomic stability and strong remittance inflows, and reaching their

lowest point during 1971-1980 (9.40%), amid political instability, nationalization, and oil-price

shocks.

Table 1. Savings as a Percentage of GDP in Pakistan (1973–2024)

Period Public Savings (%) Private Savings (%) Domestic Savings (%)

1973–1980 0.87 9.40 10.27

1981–1990 1.60 12.71 14.31

1991–2000 1.56 12.49 14.05

2001–2010 4.63 13.22 17.85

2011–2020 3.21 9.87 13.08

2021–2024 2.15 8.42 10.57

Overall 2.34 11.65 13.99

Source: Author own work

Fig. 1. Private, public, and domestic savings in Pakistan as a percentage of GDP, by period, 1973-2024.

Source: Author own work
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Public savings have fluctuated dramatically, from near-zero in the 1970s to more than 4% of

GDP in the early 2000s, mirroring shifting fiscal and revenue-mobilization priorities. Private

savings, by contrast, remained remarkably stagnant within an 11-13% band before declining

sharply after 2010, falling below 10% of GDP by 2020, a threshold not seen since the 1970s

(Ramzan et al., 2023). Household savings dominate the private total, accounting for 68% of it

in 2023, while corporate savings are more volatile and cyclically sensitive (Husain, 1995;

Asghar and Nadeem, 2016b; Asghar et al., 2022).

Pakistan’s balance of payments has likewise been volatile, cycling between crisis and

stabilization Table 2 and Figure 2.

Table 2. Decade-wise Balance of Payments Indicators (Million USD)

Source: Author own work

Fig. 2. Trade balance, current account, and worker remittances in Pakistan, decade averages, 1973–2024

(USD billion). Source: Author own work

Persistent trade deficits, worsening markedly in recent years, reflect structural weaknesses in

the export sector and rising import dependency (Khan, 1996) . Worker remittances have

Period Trade Balance Current Account Remittances Overall BoP

1973–1980 -1,170 -794 644 -6.7

1981–1990 -2,896 -1,316 2,342 12.1

1991–2000 -2,490 -2,431 1,448 -187.4

2001–2010 -3,218 -3,744 4,375 -443.8

2011–2020 -18,742 -8,916 17,893 -1,247.3

2021–2024 -31,567 -15,238 29,415 -3,891.2
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increasingly cushioned the current account since the early 2000s (Riaz et, al., 2023) , yet the

post 2010 period shows both trade and current account deficits reaching unprecedented levels

despite substantial remittance inflowsv. The historical alignment between higher savings and

improved external balances, evident during the 1980s and early 2000s (Husain, 1995; Asghar

et al., 2022), has since broken down, with savings declining even as external imbalances worsen.

This divergence, which the econometric analysis below seeks to explain, suggests conventional

frameworks linking domestic savings to external balances may require re-evaluation in the

context of Pakistan’s financial globalization and evolving structural characteristics (Chinn and

Prasad, 2003; George, 2023).

1.3 Theoretical–Empirical Mismatch

Standard macroeconomic models built on the national accounting identity (Laidler, 1981)

predict that higher domestic savings should improve the current account and BoP position.

Pakistan’s experience presents a puzzling disconnection, preliminary analysis finds no

statistically significant relationship between private savings and BoP dynamics (β = -0.26, p =

0.75). The twin-deficits hypothesis, linking fiscal deficits, which have averaged 6.2% of GDP

over the past two decades, to current account deficits (Ramzan et al., 2023), offers one candidate

explanation, though cross-country evidence on this link remains mixed, pointing to the

moderating role of institutional and structural factors (Aizenman and Marion, 1999).

1.4 Research Objectives and Questions

This study empirically examines the relationship between private savings and macroeconomic

stability in Pakistan, with particular focus on the BoP nexus, through four research questions:

● RQ1: Does an increase in private savings improve Pakistan’s balance of payments, and

through which transmission channels?

● RQ2: How does private savings behavior interact with economic growth within

Pakistan’s institutional and structural context?

● RQ3: How do exchange rate fluctuations influence private savings decisions, and what

does this imply for external sector management?

● RQ4: What comparative lessons can Pakistan draw from successful savings

mobilization in other developing countries with similar initial conditions?

1.5 Significance and Contribution

This study makes four significant contributions, spanning theory, method, policy, and
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comparative analysis, each detailed below.

Theoretical - By challenging the assumed universality of the savings-BoP relationship, the

study supports more context-sensitive macroeconomic models for developing economies, in

which institutional quality and structural characteristics mediate standard relationships

(Aizenman and Marion, 1999).

Methodological -A five-decade longitudinal framework (1973-2024) combining trend analysis,

structural-break identification, and crisis-period data (2020-2023) offers a dynamic view of

evolving relationships (Sarfraz, 2023).

Policy relevance - Evidence-based recommendations offer concrete guidance for breaking the

cycle of low savings and persistent BoP deficits that has constrained Pakistan’s development

(World Bank, 2020).

Comparative insight - Systematic benchmarking against regional peers and successful savers

identifies transferable lessons and context-specific adaptations (Rodrik and Subramanian, 2009)

2. Literature Review

2.1 Theoretical Foundations of Savings Behavior

Classical economists (Smith, Ricardo, Marx) treated savings as a residue of income after

consumption, driven by capitalist profit rather than household choice (Spengler, 1976; Laidler,

1981) . The Keynesian consumption function introduced a declining marginal propensity to

consume as income rises (Neisser, 1946), implying that savings rates should rise naturally with

economic development; however, this formulation was primarily short-term and lacked

rigorous micro-foundations, a gap later filled by the absolute income hypothesis, which treated

savings as a residual of the linear relationship between consumption and current disposable

income. The life-cycle hypothesis (Uddin and Ullah, 2024) represented a significant theoretical

advance by modelling intertemporal consumption smoothing over the lifespan, predicting that

aggregate savings depend on growth rates, the age distribution of the population, and social

security arrangements, a framework that requires adaptation in Pakistan, where formal pensions

cover only a small share of the population and extended-family support substitutes for the state

(Yang, 2011) . The permanent income hypothesis refined this intertemporal logic by

distinguishing permanent from transitory income, treating savings as a buffer against transitory

fluctuations, a framework of relevance for an agricultural economy such as Pakistan’s, where
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income volatility is high and precautionary saving motives are correspondingly strong. More

recent buffer-stock models emphasize precautionary saving under income uncertainty and

borrowing constraints, predicting that households maintain a target wealth-to-income ratio as a

buffer against shocks, a behavior particularly relevant where credit markets and social safety

nets remain underdeveloped. Behavioral economics has since introduced self-control problems,

mental accounting, and hyperbolic discounting into the discussion, challenging the rationality

assumptions of earlier theory and offering a further lens through which to interpret savings

puzzles in developing economies.

2.2 Savings and Macroeconomic Stability: Theoretical Linkages

The most direct theoretical linkage runs through the national accounting identity S − I = X − M

= CA, implying that a savings surplus (S > I) should translate into a current account surplus,

and a shortfall into a deficit. This is an accounting relationship, not necessarily a causal one: it

can be mediated by capital mobility, exchange rate regimes, and structural characteristics

(Obstfeld and Rogoff, 1994) . The twin-deficits hypothesis extends this logic to fiscal policy,

positing that government dissaving may crowd out private savings or require external

borrowing, relevant concern given Pakistan’s persistent fiscal deficit though cross-country

evidence remains mixed. Growth theory offers a further linkage: the Solow–Swan model ties

higher savings to greater capital accumulation and output per worker (Khan, 2022) , while

endogenous growth models emphasize savings’ role in financing human capital and innovation.

Monetary theory connects savings to financial stability through credit creation, though this

channel depends on the efficiency of financial intermediation, which varies widely across

countries.

2.3 Empirical Studies on Savings in Developing Countries

Cross-country evidence on savings in developing economies is mixed, reflecting diverse

institutional contexts and methodological approaches. Early cross-country studies found

substantial variation in savings rates that income levels alone could not explain, pointing instead

to demographic factors, financial development, and the policy environment. More recent work

confirms that demographic factors, particularly dependency ratios, consistently influence

national savings, while the financial-development hypothesis (that improved intermediation

mobilizes savings through better returns, reduced risk, and improved liquidity) finds

inconsistent support, with some studies pointing to threshold effects and nonlinearities rather

than a simple linear relationship (Rioja and Valev, 2004) . Remittances show an ambiguous

relationship with savings: they may substitute for domestic savings by financing consumption
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and investment directly (Chami et al.,2005) or complement it by relaxing liquidity constraints

and enabling higher investment (Giuliano and Ruiz-Arranz, 2009) , with the net effect

depending on institutional context, financial development, and the composition of remittance

receiving households. Institutional quality, political stability, property rights protection,

corruption control, and government effectiveness has received growing empirical attention,

shaping savings behavior through risk perceptions, investment opportunities, and policy

credibility (Loayza et, al., 2000), where institutions are weak, savings may take unproductive

forms such as capital flight or the hoarding of precious metals that do not contribute to domestic

capital formation (Aizenman and Marion, 1999).

2.4 Pakistan-Specific Savings Literature

Research on savings behavior in Pakistan has evolved through several distinct phases, reflecting

changing economic conditions and methodological approaches. Early studies in the 1970s and

1980s focused primarily on estimating aggregate savings functions using time-series data

(Guisinger et al., 1984), generally finding low savings elasticities with respect to income and

emphasizing the role of fiscal policy in shaping national savings. The 1990s saw more

disaggregated approaches, with studies examining sectoral savings patterns and the impact of

financial-sector reform (Husain, 1995, 1996) conducted comprehensive analyses of private

savings determinants, documenting the negative effect of inflation and the positive role of

financial deepening, while also noting the puzzling stability of Pakistan’s savings rates despite

significant changes in income levels and policy environments. More recent research has

incorporated additional dimensions, including demographic transitions, remittance flows, and

institutional factors (Ahmad et al., 2006) examined the impact of demographic change and

public policy on household savings, finding that population growth and dependency ratios exert

significant negative effects, (Asghar and Nadeem, 2016b) focused on the behavioral aspects of

savings, emphasizing consumption patterns and cultural factors; and studies on remittances

(Javid and Arif, 2011) have generally found positive effects on savings, though with substantial

heterogeneity across household types. Despite this extensive literature, four gaps remain. First,

most studies cover limited time periods and fail to capture structural breaks and regime shifts.

Second, the sectoral composition of savings, household versus corporate has received

inadequate attention. Third, the interaction between savings behavior and external-sector

dynamics remains underexplored, with most studies treating savings determination

independently of BoP considerations. Fourth, the impact of major structural initiatives such as

CPEC on savings patterns remains largely unexamined. This study addresses all four by
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providing a comprehensive longitudinal analysis that integrates savings behavior with broader

macroeconomic stability considerations across five decades.

2.5 Conceptual Framework

Drawing on this literature, the study organizes the determinants of private savings into four

categories, which interact to shape savings decisions and, in turn, macroeconomic stability

through investment financing, external balance, and monetary conditions, with feedback effects

running from macroeconomic outcomes back to savings behavior via expectations and policy

responses:

● Income and demographic factors - per capita income and growth, income distribution,

dependency ratios, population growth, urbanization.

● Financial and monetary factors - interest rates, inflation, financial development,

monetary policy stance, exchange rate dynamics.

● Fiscal and policy factors - tax policy, government savings, social security, savings

incentives.

● External and structural factors: remittances, trade openness, terms of trade, foreign aid,

structural transformation.

3. Research Methodology

3.1 Theoretical Framework and Model Specification

The study builds on the national income accounting identity Y = C + I + G + (X − M), where

Y is GDP, C consumption, I investment, G government expenditure, and (X − M) net exports.

Rearranging into sectoral savings terms yields:

Sᵖ + Sᵍ = I + CA

where Sᵖ and Sᵍ denote private and government savings, I investment, and CA the current

account balance implying that changes in private savings must be offset by changes in

investment, government savings, or the current account. The estimated behavioral model is:

PSₜ = β₀ + β₁BOPₜ + β₂GDPₜ + β₃NSₜ + β₄PCIₜ + β₅INFₜ + β₆ERₜ + β₇M2ₜ + ΣγⱼZⱼₜ + εₜ

where PS is private savings; BOP the balance-of-payments position; GDP gross domestic

product; NS national savings; PCI per capita income; INF the inflation rate; ER the PKR/USD
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exchange rate; M2 broad money supply and Z a vector of controls including crisis dummies and

policy-regime indicators.

3.2 Hypotheses Development

The theoretical linkage between domestic savings and external balances originates in the

national accounting identity (Sachs, et, al., 1981). Standard macroeconomic theory predicts that

higher domestic savings should reduce current account deficits and improve the balance of

payments through the savings-investment channel (Gotur, 1985; Summers, 1988) and cross-

country evidence from (Chinn and Prasad, 2003) confirms savings as a significant determinant

of current account balances across developing economies; yet country specific evidence from

Pakistan is more equivocal, with (Husain, 1996) finding limited transmission between private

savings and external balances due to structural rigidities and import dependence. This

hypothesis tests whether Pakistan follows the conventional theoretical expectation or exhibits

a context-specific deviation from the standard model.

H1: Private savings have a positive impact on the balance of payments, consistent with the

national accounting identity.

The neoclassical growth model posits that higher savings rates raise capital accumulation and,

in turn, economic growth (Khan, 2022) (Ferrara, 2026) (while endogenous growth theory

further emphasizes savings’ role in financing human capital development and technological

innovation (Levine and Renelt, 1992; Fawaz, 2026) confirm the investment-growth linkage

empirically, though with variation across institutional contexts. In Pakistan-specific literature,

however, (Kazmi, 2024) questions this relationship on grounds of inefficient financial

intermediation, while (Husain, 1995) finds weak transmission between savings mobilization

and productive investment. This hypothesis examines whether Pakistan’s savings contribute

meaningfully to growth despite these structural constraints.

H2: Private savings positively influence economic growth through the capital accumulation

channel.

With private savings constituting roughly 85% of national savings (Khan, 2008) and given

evidence of limited crowding-out under fiscal discipline (Bagnai, 2006) the marginal

contribution of private to national savings should be substantial (Loayza et, al., 2000; Ahmad

et al., 2007) though Pakistan’s persistent fiscal deficits may alter this relationship.

H3: Private savings contribute positively to national savings, given their dominant share of the

total.
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Financial-repression theory (Bashir & Elamin, 2026; McKinnon, 1974) predicts that savings

expand the money supply via deposit creation, a link (Bandiera et al., 2000) find strengthens

with liberalization, but Pakistan’s low account ownership (21%) Kunt and Klapper, 2012) and

large informal savings sector may weaken it (Asghar and Nadeem, 2016a).

H4: Private savings expansion leads to increased broad money (M2) through the deposit

creation process.

The life cycle (Martini and Spataro, 2024) and permanent income (Drakopoulos, 2026a)

hypotheses both predict rising savings with income, a pattern generally confirmed in middle-

income economies (Loayza et, al., 2000) yet (Husain, 1995) and (Asghar and Nadeem, 2016b)

find negative or neutral relationships in Pakistan, possibly reflecting consumption smoothing

or demonstration effects (Deaton, 1989).

H5: Private savings have a positive relationship with per capita income, as predicted by the life

cycle and permanent income hypotheses.

Inflation’s effect on savings is theoretically ambiguous: it erodes real returns (Deaton, 1989)

but may also stimulate precautionary saving (Carroll et, al., 2000) . (Kazmi, 2024) finds a

negative effect in Pakistan’s demand-pull inflation context, while (Samimi, 2012) document

exchange-rate-driven inflation effects in comparable economies.

H6: Private savings show a positive relationship with inflation, as higher inflation may induce

precautionary savings.

Exchange rate movements affect savings through precautionary responses to anticipated

depreciation (Obstfeld and Rogoff, 1994) import substitution (Samimi, 2012) , and valuation

effects on remittances (Yang, 2011) . (Stylianou et, al., 2024) document Pakistan-specific

patterns consistent with (Oh, 2025) fear of floating.

H7: Exchange rate depreciation positively influences private savings through precautionary

motives and import substitution effects.

3.3 Data Sources and Variable Construction

The study uses annual time-series data spanning 1973-2024, drawn from the State Bank of

Pakistan (private savings, national savings, M2, and BoP components), the Pakistan Bureau of

Statistics (GDP, sectoral value added, inflation, demographics), the IMF’s International

Financial Statistics and World Economic Outlook databases, the World Bank’s World

Development Indicators, and budget and planning documents from Pakistan’s Ministry of
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Finance and Planning Commission.

3.4 Econometric Methodology

The empirical strategy combines descriptive and structural-break analysis (Bai & Perron, 2003;

Zivot & Andrews,1992) with unit-root testing, Augmented (Dickey and Fuller, 1979;

PHILLIPS and PERRON, 1988), and cointegration analysis using the (Johansen, 1991)

approach. The baseline model is estimated by OLS, with diagnostic testing for autocorrelation

(Durbin andWatson, 1950; BREUSCH, 1978; Godfrey, 1978), heteroskedasticity (Breusch and

Pagan, 1980; White, 1980), and functional-form misspecification (Ramsey, 1969). Robustness

is assessed through GMM and instrumental-variables estimation (Arellano and Bond, 1991)

and sub-sample analysis across policy regimes, and the model is used to run counterfactual

policy simulations (Pesaran et al., 1999).

4. Empirical Results

4.1 Unit Root and Cointegration Analysis

Augmented Dickey-Fuller tests show most variables are non-stationary in levels but stationary

in first differences, I(1) while inflation and the exchange rate are stationary in levels I(0) (Table

3).

Table 3. Unit Root Test Results

Variable Level (p-value) First Difference (p-value) Order of Integration

PS 0.423 0.000 I(1)

BOP 0.312 0.000 I(1)

GDP 0.567 0.000 I(1)

NS 0.489 0.000 I(1)

PCI 0.601 0.000 I(1)

INF 0.023 — I(0)

ER 0.017 — I(0)

M2 0.378 0.000 I(1)

Source: Author own work

Note: p-values from the ADF test with constant and trend; 5% critical value = 0.05.
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Given this mixed order of integration, the bounds-testing ARDL approach (Pesaran et al.,

2001) is used to test for cointegration. The F-statistics of 5.87 exceeds the upper-bound critical

value at the 5% level (4.35), confirming a long-run relationship among the variables.

4.2 Baseline Regression Results

The baseline OLS model fits the data well (R² = 0.994; F-statistic significant at p = 0.000; Table

4).

Table 4. Baseline OLS Regression Results

Variable Coefficient Std. Error t-Statistic p-value

Constant 224,610.50 317,437.10 0.708 0.486

BOP -0.2608 0.7947 -0.328 0.746

NS 0.8187 0.0753 10.875 0.000

PCI -7.9047 3.9148 -2.019 0.054

ER 6,138.10 2,791.80 2.199 0.037

M2 -76.93 2,542.40 -0.030 0.976

INF -1,318.50 1,163.20 -1.134 0.268

GDP -60,127.00 87,672.80 -0.686 0.499

Source: Author own work

Model statistics: R² = 0.9942; adjusted R² = 0.9926; F = 610.99 (p = 0.000); Durbin-Watson

= 2.843.

The results yield four core findings. The BOP coefficient is negative but statistically

insignificant (-0.2608, p = 0.746), providing no support for H1 and challenging the conventional

savings external-balance linkage in Pakistan. National savings (NS) shows a strong, highly

significant positive relationship (0.8187, p = 0.000), supporting H3: private and national savings

move closely together, with 0.82 rupees of private savings associated with each additional rupee

of national savings. Per capita income (PCI) shows a negative, marginally significant

relationship (-7.9047, p = 0.054), contradicting H5 and suggesting that rising incomes are

associated with declining savings, through consumption smoothing or demonstration effects.

The exchange rate (ER) shows a strong positive, significant relationship (6,138.1, p = 0.037),

supporting H7, depreciation stimulates private savings through precautionary and import-

substitution effects. Broad money, inflation, and GDP are statistically insignificant, failing to
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support H4, H6, and H2 respectively.

4.3 Robustness Checks and Alternative Specifications

4.3.1 Parsimonious Model Specification

Re-estimating with only the statistically significant variables (Table 5) improves efficiency

without sacrificing explanatory power and confirms the baseline results: the national-savings

relationship remains strong, the negative per-capita-income effect strengthens, the exchange

rate effect remains positive and significant, and GDP enters significantly negative, suggesting

broader economic expansion may reduce savings by widening consumption opportunities.

Table 5. Parsimonious Model Results

Variable Coefficient Std. Error t-Statistic p-value

Constant 189,432.70 45,328.90 4.179 0.000

NS 0.8575 0.0610 14.065 0.000

PCI -10.4408 2.8832 -3.621 0.001

ER 6,836.90 1,214.00 5.632 0.000

GDP -10,806.30 2,601.00 -4.155 0.000

Source: Author own work

Model statistics: R² = 0.9934; adjusted R² = 0.9928; F = 1,456.83 (p = 0.000); Durbin-Watson

= 2.553.

4.3.2 Sub-period Analysis

To examine potential structural breaks and parameter instability, the model is also estimated

separately for three sub-periods corresponding to major policy regimes: 1973-1990 (the pre-

reform period), 1991-2007 (financial-sector reform and liberalization), and 2008-2024 (the

post-global-financial-crisis period). The results show notable differences across periods. In

1973-1990, the relationship between private and national savings is at its strongest (coefficient

= 0.912), while exchange rate effects are statistically insignificant, consistent with the more

tightly controlled, largely fixed exchange rate regime of the period. In 1991-2007, exchange

rate effects become significant as capital-account liberalization progresses, and the currency is

exposed to greater market-determined movement. In 2008-2024, the negative relationship

between per capita income and savings strengthens considerably, possibly reflecting changing

consumption patterns, financial innovation, and the compounding effects of the multiple crises,
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global financial, security, and pandemic that characterized this period.

4.3.3 Instrumental Variables Approach

To address potential endogeneity, particularly between private and national savings, an

instrumental-variables approach using lagged values and external instruments (terms of trade,

world interest rates) confirms the robustness of the baseline findings.

4.4 Counterfactual Analysis and Policy Simulations

Using the estimated model, Table 6 simulates the impact of alternative policy interventions on

private savings.

Table 6. Policy Simulation Results

Policy Intervention
Impact on Private Savings (%

of GDP)
Time Horizon

Baseline projection 7.5% (by 2025) —

10% tax rebate on savings instruments +1.55% (to 9.05%) By 2030

Exchange rate stabilization (±5% band) +0.87% Medium term

Financial inclusion expansion (10 pp increase) +1.22% Long term

Inflation reduction to 5-7% range +0.65% Medium term

Combined policy package +3.12% (to 10.62%) By 2030

Source: Author own work

A comprehensive package combining tax incentives, exchange rate management, financial

inclusion, and inflation control could raise private savings from a projected 7.5% of GDP in

2025 to roughly 10.6% by 2030.

4.5 Diagnostic Tests

Diagnostic testing confirms the validity of the specifications: Durbin-Watson statistics (2.55-

2.84) and Breusch-Godfrey tests indicate no significant autocorrelation; White and Breusch-

Pagan tests find no heteroskedasticity; Ramsey RESET tests support the functional form;

Jarque-Bera tests confirm normally distributed residuals; and CUSUM/CUSUMSQ tests

confirm parameter stability across the sample.
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5. Comparative Analysis: Regional and Global Context

5.1 Regional Comparison with South Asian Countries

Table 7 and Figure 3 benchmarks Pakistan’s savings performance against major South Asian

economies over the past three decades.

Table 7. Comparative Savings Performance in South Asia (1990–2020)

Country

Avg. Private

Savings (%

GDP)

Avg. National

Savings (%

GDP)

Savings–GDP

Growth Elasticity

Financial

Depth

(M2/GDP)

Remittances

(% GDP)

Pakistan 11.8 14.2 0.32 40.5 8.2

India 23.4 31.8 0.61 78.9 3.1

Bangladesh 18.6 27.3 0.54 55.3 6.8

Sri Lanka 15.2 22.1 0.41 43.8 8.5

Nepal 17.8 25.6 0.48 65.4 25.3

Source: Author own work

Fig. 3. Average private savings as a percentage of GDP, South Asian economies, 1990–2020.

Source: Author own work

Four comparative insights emerge from Table 7 and figure 3. First, on the savings rate gap:

Pakistan’s private savings rate (11.8% of GDP) lags significantly behind regional peers,

particularly India (23.4%) and Bangladesh (18.6%), and this gap has widened over time from

roughly 5 percentage points in 1990 to over 10 by 2020 (World Bank, 2023). Second, on the

growth savings nexus: the savings-GDP growth elasticity in Pakistan (0.32) is substantially

lower than in India (0.61) and Bangladesh (0.54), suggesting weaker transmission from

economic expansion into savings accumulation (Rodrik and Subramanian, 2009) . Third, on
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financial development: Pakistan’s financial depth (M2/GDP = 40.5%) remains below the

regional average, with India (78.9%) and Bangladesh (55.3%) showing considerably greater

financial intermediation (Demirguc et, al., 2012) . Fourth, on remittance dependence: while

Pakistan is not the region’s most remittance-dependent economy. Nepal leads at 25.3% of GDP

remittances nonetheless play a crucial role in household finances and savings composition.

5.2 Structural Factors: Comparative Analysis

5.2.1 Demographic Transition

Pakistan’s demographic profile diverges from regional comparators in ways that constrain

savings capacity: a higher youth dependency ratio (65%, against 48% in India and 52% in

Bangladesh) raises consumption pressure on the working-age population (Bloom, et, al., 2003),

a slower-evolving age structure has delayed the aging-related precautionary saving that

benefited East Asian economies (Matthew Higgins, 1996), and, at 37% urbanization, Pakistan

lags Bangladesh (39%) in the structural shift toward the financial access and consumption

patterns that accompany urban life.

5.2.2 Financial Sector Development

Comparative indicators point to structural constraints in Pakistan’s financial sector (Table 8).

Table 8. Financial Sector Development Indicators (2020)

Source: Author own work, (Demirguc et, al, 2012)

Pakistan’s low account ownership (21%, against 80% in India and 50% in Bangladesh) is a

major constraint on savings mobilization, disproportionately affecting rural households, women,

and low-income groups who rely on less secure, lower-return informal savings mechanisms.

5.3 Policy Regime Comparison

Countries in the region have taken markedly different approaches to savings promotion and

Indicator Pakistan India Bangladesh Vietnam Indonesia

Bank branches per 100,000 adults 9.2 14.8 8.7 3.9 17.2

ATMs per 100,000 adults 6.5 21.3 7.8 28.9 62.4

Account ownership (% age 15+) 21 80 50 31 49

Domestic credit to private sector (%

GDP)
21.4 50.3 44.7 124.5 38.9
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exchange rate management, summarized in Table 9. India built a comprehensive provident fund

system and tax-advantaged instruments (PPF, NSC, SSY) backed by systematic financial

literacy programmed (Burgess and Pande, 2005; Asher, 2008) , lifting household financial

savings from 7% of GDP in 1990 to 11% by 2020, while its managed exchange rate float and

large reserve buffers have reduced currency-related precautionary saving (Calvo and Reinhart,

2002) . Bangladesh built accessible savings vehicles through the Grameen Bank and BRAC

models and mobile services such as bKash (Jack and Suri, 2014) raising savings from 12% of

GDP in 1990 to 18.6% by 2020 under a stable, predictable crawling-peg exchange rate regime.

Pakistan, by contrast, has fragmented savings instruments with inconsistent tax treatment,

pension coverage below 10% of the workforce, weak links between banking and postal savings

networks, and limited financial literacy programming compounded by periodic BoP crises and

thin reserve coverage that produce sharp, destabilizing depreciations rather than the gradual,

predictable adjustment seen in India and Bangladesh.

5.4 Savings Composition and Asset Preferences

Household asset allocation also diverges sharply across comparator countries Table 9 and

Figure 4.

Table 9. Composition of Household Savings, Latest Available Year (%)

Asset Class Pakistan India Bangladesh Philippines Mexico

Currency & deposits 32 45 38 42 28

Pension funds 8 15 5 12 22

Insurance 3 7 4 5 8

Securities 5 18 2 11 15

Real estate 42 10 45 25 20

Gold/jewelry 8 3 4 3 5

Other 2 2 2 2 2

Source: National central banks, household finance surveys.
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Fig. 4. Composition of household savings by asset class, Pakistan and comparator economies,

latest available year (%). Source: Author own work (see Table 9).

Pakistan’s exceptionally high real-estate allocation (42%) reflects limited trust in financial

institutions (Guiso et, al., 2004) , inflation-hedging preferences (Deaton, 1989) , the cultural

significance of land ownership, weak property rights for financial assets (La Porta et al., 1998),

and tax advantages favoring real estate. This concentration carries real costs, it bypasses the

formal financial system, blunts monetary policy transmission, concentrates systemic risk in a

single asset class, and represents consumption-adjacent holding rather than productive capital

formation.

5.5 Remittance Utilization Patterns

Remittances play markedly different roles across labor-exporting economies, depending less on

the volume of inflows than on the institutional channels available to direct them toward savings

and investment. The Philippines has systematically channeled remittances into education and

small-business investment through government matching programs and dedicated deposit

facilities for overseas workers (Yang, 2011), producing a comparatively high investment share

and demonstrating that policy design, rather than remittance volume alone, determines whether

inflows build household balance sheets or simply pass through to consumption. Bangladesh

shows a more mixed pattern, with remittances funding housing and consumer durables

alongside a growing share directed to education and healthcare, but with formal savings

mobilization still limited by underdeveloped rural banking infrastructure. Pakistan’s experience

is the most consumption-biased of the three: an estimated 70% of remittances go to current

consumption reflecting weak institutional mechanisms for channeling remittances into savings,
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limited integration with financial planning services, and the absence of dedicated instruments

comparable to the Philippine model sustaining high import demand for remittance-funded

consumption rather than building savings or productive investment capacity.

5.6 Crisis Response and Savings Resilience

Comparative crises experience across three episodes underscores the role of institutions and

financial integration in savings resilience and offers a useful lens on Pakistan’s own crisis

behavior. During the 1997-1998 Asian financial crisis, South Korea’s national savings rate rose

from 34% to 38% through austerity and coordinated policy reform (Aghion, Bacchetta and

Banerjee, 2001), while Indonesia’s collapsed from 31% to 18% amid a banking crisis and sharp

currency depreciation illustrating how strong institutions and social consensus sustain savings

under stress, while their absence accelerates savings erosion. During the 2008-2009 global

financial crisis, India’s savings rate declined only moderately and recovered quickly through

stimulus measures (Kose et al., 2010) Bangladesh remained relatively stable owing to its more

limited financial integration, and Pakistan suffered a sharp decline amid combined economic

and security crises, suggesting that the degree of financial integration shapes savings volatility

during global shocks in ways that cut both toward exposure and toward insulation. During the

COVID-19 pandemic, as per world bank, 2021, Vietnam saw increased precautionary saving

despite continued economic resilience, the Philippines saw savings decline amid income shocks

and rising health expenditure, and Pakistan again saw a significant savings drawdown for

essential consumption together pointing to the importance of social protection systems in

preventing savings depletion during health crises, and reinforcing the case, developed further

in Section 6, for embedding savings resilience within Pakistan’s broader social-protection

architecture rather than treating it purely as a financial-sector concern.

5.7 Policy Lessons from Successful Savers

Beyond the immediate region, several countries offer transferable models for savings

mobilization, summarized in Table 10.

Table 10. International Models for Savings Mobilization

Country / Model Core Design Features Applicability to Pakistan

Singapore - Central Provident

Fund (Asher, 2008)

Mandatory savings covering retirement,

healthcare and housing; portable

accounts; market-based returns

Partial adoption via expansion of

the Naya Pakistan Housing

Program

Malaysia - National SavingsSpecialized institution for underservedStrengthening the National Savings
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Country / Model Core Design Features Applicability to Pakistan

Bank populations; simplified, government-

backed products; extensive rural network

Organization along similar lines

Kenya - M-Pesa mobile money

(Jack and Suri, 2014)

Low-cost digital savings integrated with

other financial services; supportive

fintech regulation

Building on existing mobile-

banking platforms (Easypaisa,

JazzCash)

Chile - pension reform

(Holzmann et, al., 2008)

Individual capitalization accounts with

choice of fund manager; strong

regulatory oversight; minimum-pension

guarantee

Relevant model for Pakistan’s

ongoing pension-reform

discussions

5.8 Implications for Pakistan’s Policy Framework

The comparative evidence points to four broad policy directions: learning from regional

successes, by adopting India’s systematic approach to financial inclusion (Burgess & Pande,

2005), Bangladesh’s micro-savings innovations (Khandker, 2005), and Sri Lanka’s remittance-

channeling model; addressing structural constraints, by accelerating demographic transition

through family planning and female education (Bloom et, al., 2003) , deepening financial

markets beyond traditional banking (Levine, 2005) , and reforming pensions to reduce

precautionary saving (Holzmann et, al., 2008) , developing context-appropriate instruments,

including inflation-protected savings products (Deaton, 1989) , real-estate investment

alternatives, and remittance-linked savings schemes (Yang, 2011) , and strengthening

institutional foundations, by improving property rights for financial assets (La Porta et al.,

1998), enhancing regulation of non-bank financial institutions (Beck, et, al., 2007) and building

credibility in macroeconomic management (Bernanke et, al., 1999).

5.9 Conclusion: Pakistan in Comparative Perspective

Pakistan’s savings challenge is more severe than that of its regional peers because of a slower

demographic transition, weaker financial development, greater macroeconomic volatility, and

less effective policy intervention. Yet successful experiences elsewhere suggest rapid

improvement is possible given political commitment, technical capacity, institutional

coordination, and social consensus proven tools and institutional models exist that Pakistan

could adapt to its own context.
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6. Discussion, Policy Implications, and Conclusion

6.1 Interpretation of Key Findings

6.1.1 The Savings–BoP Disconnect

The most striking finding is the absence of a statistically significant relationship between private

savings and the balance of payments. This challenges the national-accounting-identity intuition

behind conventional macroeconomic thinking (Sachs, et, al., 1981; Summers, 1988) which

holds that higher domestic savings should mechanically improve the current account. Four

factors may explain the disconnect in Pakistan.

The first is capital mobility and financial integration. Despite formal controls, Pakistan has

experienced substantial capital mobility through both formal and informal channels.

Remittances, foreign aid, and capital flight have created buffers that decouple domestic savings

from external balances. This has been especially true since global financial integration

deepened in the 1990s, allowing external imbalances to be financed independently of domestic

savings mobilization (Obstfeld and Rogoff, 1994).

The second is structural rigidity. Pakistan’s import-dependent, weakly diversified production

base constrains the transmission from savings to external balances. Higher domestic savings

may not translate into export-oriented investment, given supply-side constraints, infrastructure

bottlenecks, and policy distortions (Hausmann et al., 2026).

The third is policy-regime inconsistency. Frequent shifts in exchange rate regimes, trade policy,

and capital-account management have made the savings–external-balance linkage

unpredictable. Periods of fixed exchange rates (pre-1982 and 2000–2007) may have suppressed

the relationship, while floating-rate periods reveal different dynamics (Calvo and Reinhart,

2002).

The fourth is measurement and timing. Accounting identity is an ex-post relationship that holds.

However, savings decisions and external-balance outcomes respond to common factors, such

as income growth or policy change, with different lags, which obscures the direct relationship

in annual data.

The practical implication is that policies aimed solely at raising domestic savings will not

automatically improve external balances. Complementary measures are needed to ensure that

additional savings translate into productive investment and export capacity. Conventional

frameworks linking domestic savings to external balances may also require re-evaluation in
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Pakistan’s specific context of financial globalization and evolving structural characteristics.

6.1.2 The National Savings Linkage

The strong private–national savings relationship (coefficient = 0.8575 in the parsimonious

model) is consistent with private savings making up 85% of the national total. The near-unity

coefficient indicates limited crowding-out: increases in private savings translate into higher

national savings, with little offset from public dissaving. This contrasts with theoretical models

that predict more substantial fiscal offset (Bagnai, 2006) . Two practical implications follow.

Policies targeting national savings must work through private savings mobilization, since the

two move in lockstep. Conversely, declines in private savings cannot easily be offset by public

savings initiatives, given the scale mismatch between the two aggregates. The relationship is

transmitted through interest rate effects, wealth effects, and expectation formation, and the

efficiency of financial intermediation governs how effectively private savings become

investable national savings (Levine, 2005). This reinforces private savings mobilization as the

core lever for raising Pakistan’s national savings rate.

6.1.3 The Income–Savings Paradox

The negative relationship between per capita income and private savings contradicts the life

cycle (Martini and Spataro, 2024) and permanent income (Milton Friedman, 1957) hypotheses.

Both predict that higher incomes should lead to higher savings rates, at least until certain

thresholds are reached. Four explanations are plausible.

Demonstration effects may be at work. Rising incomes can fuel emulative consumption as

households seek to improve their living standards, particularly in societies with strong social

norms and status concerns (Drakopoulos, 2026b) . Liquidity constraints offer a second

explanation: many Pakistani households remain constrained, so additional income primarily

releases previously deferred consumption rather than enabling new saving (Deaton, 1989).

A third possibility is compositional. If income growth is concentrated among lower-saving

groups, such as younger households or those with higher consumption needs, aggregate savings

rates can decline even if individual saving propensities are unchanged. Finally, weak

institutions may play a part. Limited social security, restricted access to formal financial

services, and persistently high inflation can discourage financial saving even as incomes rise,

pushing households towards real assets such as gold or property (Aizenman and Marion, 1999).

Taken together, the finding implies that income growth alone will not raise savings without

complementary policies that encourage saving and provide appropriate financial instruments.
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6.1.4 Exchange Rate Effects

The positive, robust relationship between depreciation and private savings operates through

several channels. Households may save more as a precaution against anticipated instability or

inflation (Carroll et, al., 2000). Depreciation also raises the price of imported goods, particularly

luxury and consumption items, which encourages import substitution and lowers consumption

(Samimi, 2012) . It raises the local-currency value of remittance income (Yang, 2011) , and

shifting expectations can drive portfolio adjustment towards domestic savings (Obstfeld and

Rogoff, 1994) . The size of the coefficient suggests that exchange rate management is a

quantitatively important but double-edged policy lever, with complex trade-offs for inflation

and distribution.

6.2 Theoretical Implications

These findings carry four implications for economic theory.

First, they underline the importance of context specificity. Country-specific factors shape

savings behavior, and models developed for advanced economies may require significant

adaptation for developing-country contexts such as Pakistan’s (Rodrik and Subramanian, 2009).

Second, they highlight institutional mediation. Financial development, policy credibility, and

social security systems mediate standard economic relationships, so theories that incorporate

institutional variables may explain savings behavior in developing economies better (La Porta

et al., 1998).

Third, they point to the role of behavioral dimensions. The paradoxes identified, particularly

the income–savings relationship, suggest the value of incorporating mental accounting,

hyperbolic discounting, and social norms into savings models. These factors may explain

patterns that deviate from standard rational-choice predictions (Moro and Fernandez, 2026).

Fourth, they call for dynamic, regime-dependent specifications. The changing relationships

observed across sub-periods show that static models may miss important shifts in behavior as

economies develop and institutions change.

6.3 Integrated Policy Framework

Drawing on the empirical analysis in Sections 4 and 6.1 and the comparative lessons of Section

5, this study proposes an integrated framework for enhancing private savings mobilization,

organized around five priority areas.

Foundational reforms (2026–2028). The priority is legal and regulatory reform for savings
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mobilization (Beck, Demirgüç-Kunt and Levine, 2007), supported by targeted financial literacy

campaigns (Lusardi and Mitchell, 2014) and pilot programs for innovative savings products

(Dupas & Robinson, 2013). The National Savings Organization should also be strengthened as

a specialized savings institution.

Financial inclusion expansion. Inclusion measures should include universal basic savings

accounts with minimal documentation requirements (BRUHN and LOVE, 2014) and banking

correspondents in underserved areas (Burgess and Pande, 2005). Digital savings platforms can

be built on existing mobile-banking infrastructure (Jack and Suri, 2014), while gender-targeted

initiatives should aim to close the 65-percentage-point ownership gap (Demirguc-Kunt and

Klapper, 2012).

Incentive restructuring. Incentives should combine 10% tax rebates for approved savings

instruments (James M. Poterba, 1994) with inflation-indexed products that address negative

real returns (Deaton, 1989) . Remittance-linked savings schemes modelled on the Philippines

(Yang, 2011) would help channel inflows into savings. Pension reform should expand coverage

from roughly 10% to 30% of the workforce (Holzmann, Hinz and Dorfman, 2008).

Macroeconomic stability. Stability requires exchange rate stability within a managed float

(Calvo and Reinhart, 2002) and inflation anchored in a 5-7% range (Bernanke et, al., 1999) .

Fiscal discipline is needed to sustain policy credibility (Alesina & Perotti, 1995) , and

predictable policymaking would reduce uncertainty for savers (Bloom et, al., 2003).

Structural transformation. Longer-term reform should diversify exports to reduce import

dependency (Hausmann et al., 2026) and deepen financial markets beyond traditional banking

(Levine, 2005) . It should also support an accelerated demographic transition (Bloom et, al.,

2003) formalize the economy so that savings enter the financial system (La Porta et al., 1998).

6.4 Implementation Roadmap and Monitoring

Implementation is envisaged in three phases. Phase 1 (2026–2028) focuses on foundation-

building: legal and regulatory reform, institutional capacity development, pilot programs, and

financial literacy campaigns. Phase 2 (2028–2030) scales successful pilots nationwide,

integrates savings platforms, expands private-sector participation, and establishes performance

monitoring. Phase 3 (2030 onward) emphasizes system maturity through market-based

innovation within a stable regulatory framework, international learning, and sustainable funding

mechanisms.

Progress should be tracked against five key performance indicators for 2030: private savings
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reaching 15% of GDP, financial inclusion reaching 50% of adults, real estate’s share of

household savings falling to 30%, formal pension coverage reaching 30% of the workforce, and

digital savings accounts reaching 30 million users. An annual savings survey with international

comparators, regular impact assessments, independent evaluation, and public reporting should

support this tracking.

6.5 Limitations and Future Research

Several limitations qualify these findings. Data constraints persist despite improved statistical

systems, particularly for earlier periods and certain sectoral breakdowns, and the private savings

measure is subject to estimation error and definitional change over time. The linear specification

may not capture nonlinearities or threshold effects. Omitted variables, such as cultural norms,

political stability, and global conditions, are difficult to quantify and may bias results despite

extensive controls. Causality is hard to establish definitively with observational data, so the

relationships identified are best read as conditional correlations rather than causal effects.

Reliance on aggregate data may also mask heterogeneity across households, regions, and

sectors.

These limitations point to a clear future research agenda. Promising directions include micro-

level analysis of household savings behavior using survey data, the incorporation of behavioral-

economics insights, comparative institutional analysis across countries, dynamic modelling of

savings transitions, and investigation of climate-savings interactions in vulnerable economies.

None of the limitations undermines the core findings, but each suggests ways to extend and

refine the analysis.

6.6 Conclusion

This five-decade study of Pakistan’s private savings (1973-2024) yields six main conclusions.

First, there is no meaningful relationship between private savings and the balance of payments,

which challenges approaches that tie external-balance management to domestic savings

mobilization. Second, private savings move closely with national savings (coefficient ≈ 0.86),

reflecting their dominant share of the total. Third, per capita income is negatively related to

private savings, suggesting that rising incomes fuel consumption more than saving. Fourth,

exchange rate depreciation raises private savings, making exchange rate management a

potentially useful mobilization tool. Fifth, Pakistan’s savings performance (11.8% of GDP) lags

well behind India (23.4%) and Bangladesh (18.6%), and the post-2010 decline reflects inflation,

changing consumption patterns, socio-political instability, and broader structural
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transformation. Sixth, a comprehensive policy package could raise private savings by 3.12

percentage points of GDP, to 10.62% by 2030.

These findings make three contributions. Theoretically, they challenge the assumed universality

of the savings–BoP relationship, show how institutions mediate standard economic

relationships, and demonstrate the value of behavioral insights and dynamically specified,

context-sensitive models in developing-economy research. For policy, they point to four

priorities drawn from the framework in Section 6.3. Policymakers should decouple external-

balance strategy from savings targets and priorities export diversification and competitiveness.

They should strengthen savings mobilization through tax incentives, financial inclusion, sound

regulation, and financial literacy. They should support saving through exchange rate stability,

credible inflation anchoring, fiscal discipline, and policy predictability. And they should

address structural constraints, namely weak pensions, underdeveloped housing finance,

informality, and demographic pressure.

In practical terms, Pakistan’s experience offers lessons for other emerging economies facing

low savings and external vulnerability. Standard policy prescriptions need context-specific

adaptation, and institutional foundations matter as much as incentives. Comprehensive

approaches that tackle several constraints at once outperform piecemeal reform, and, as the

comparative analysis in Section 5 shows, learning from successful peers can accelerate progress.

Pakistan’s savings challenge is both a constraint on development and an opportunity for policy

innovation. The path to higher savings and greater macroeconomic stability is long-term and

multifaceted, requiring consistent implementation, institutional strengthening, and adaptation

to changing conditions. It also requires political will, institutional capacity, and social

consensus. The potential rewards are reduced external dependency, greater resilience to shocks,

improved intergenerational equity, and more sustainable development.

Abbreviations

Y = GDP; C = Consumption; S = Savings; Sᵍ = Government/Public savings; Sᵖ = Private

savings; I = Investment; G = Government expenditure; CA = Current account; BoP = Balance

of payments.



- 159 -

References

[1] Aghion, P., Bacchetta, P. and Banerjee, A. (2001) “Currency crises and monetary policy

in an economy with credit constraints,” European Economic Review, 45(7), pp. 1121–1150.

Available at: https://doi.org/10.1016/S0014-2921(00)00100-8 .

[2] Ahmad, M.H. et al. (2006) THE IMPACT OF DEMOGRAPHY, GROWTH AND PUBLIC

POLICY ON HOUSEHOLD SAVING: A CASE STUDY OF PAKISTAN, Asia-Pacific

Development Journal https://www.unescap.org/sites/default/files/apdj-13-2-3-ahmad-

atiq-alam-butt_0.pdf .

[3] Ahmad, M.H. et al. (2007) “The impact of demography, growth and public policy on

household saving: A case study of Pakistan,” Asia-Pacific Development Journal, 13(2), pp.

57–71. Available at: https://doi.org/10.18356/8517ea89-en .

[4] Aizenman, J. andMarion, N. (1999) “Volatility and investment: Interpreting evidence from

developing countries,” Economica, 66(262), pp. 157–1179. Available at:

https://doi.org/10.1111/1468-0335.00163 .

[5] Alberto Alesina & Roberto Perotti (1995) “The Political Economy of Budget Deficits”.

https://www.jstor.org/stable/3867338

[6] Arellano, M. and Bond, S. (1991) “Some Tests of Specification for Panel Data: Monte

Carlo Evidence and an Application to Employment Equations,” The Review of Economic

Studies, 58(2), p. 277. Available at: https://doi.org/10.2307/2297968 .

[7] Asghar, M. et al. (2022) Choices of Deficit Financing, Saving-Investment Gap and

Inflation Nexus: Evidence from Pakistan, Journal of Quantitative Methods.

file:///C:/Users/SCT/Downloads/admin_jqm,+JQM-200819-A-527-R1+-+Formating+96-

118.pdf

[8] Asghar, N. and Nadeem, M. (2016a) “AN EMPIRICAL INVESTIGATION OF SAVING

BEHAVIOUR IN PAKISTAN,” Social Review, 54(1), pp. 55–72. Available at:

https://doi.org/10.2307/26616698 .

[9] Asghar, N. and Nadeem, M. (2016b) AN EMPIRICAL INVESTIGATION OF SAVING

BEHAVIOUR IN PAKISTAN 56, Pakistan Economic and Social Review.

[10] Asher, M.G. (2008) “Social Security Reform Imperatives in Developing Asia,” The Indian

Economic Journal, 56(1), pp. 112–123. Available at:

https://doi.org/10.1177/0019466220080108 .



- 160 -

[11] Bagnai, A. (2006) “Structural breaks and the twin deficits hypothesis,” International

Economics and Economic Policy, 3(2). Available at: https://doi.org/10.1007/s10368-006-

0050-8 .

[12] Bai, J. and Perron, P. (2003) “Critical values for multiple structural change tests,” The

Econometrics Journal, 6(1), pp. 72–78. Available at: https://doi.org/10.1111/1368-

423X.00102 .

[13] Bandiera, O. et al. (2000) “Does financial reform raise or reduce saving?,” Review of

Economics and Statistics, 82(2). Available at: https://doi.org/10.1162/003465300558768 .

[14] Bashir, M.S. and Elamin, A.A.H. (2026) “Do Financial Innovation and Financial

Deepening Promote Economic Growth in Sub-Saharan Africa?,” Economies, 14(2).

Available at: https://doi.org/10.3390/economies14020038 .

[15] Beck, T., Demirgüç-Kunt, A. and Levine, R. (2007) “Finance, inequality and the poor,”

Journal of Economic Growth, 12(1), pp. 27–49. Available at:

https://doi.org/10.1007/s10887-007-9010-6 .

[16] Bernanke, B.S., Gertler, M. and Gilchrist, S. (1999) “Chapter 21 The financial accelerator

in a quantitative business cycle framework,” Handbook of Macroeconomics, 1(PART C),

pp. 1341–1393. Available at: https://doi.org/10.1016/S1574-0048(99)10034-X .

[17] Bloom, D.E., Canning, D. and Graham, B. (2003) “Longevity and Life‐cycle Savings*,”

The Scandinavian Journal of Economics, 105(3), pp. 319–338. Available at:

https://doi.org/10.1111/1467-9442.t01-1-00001 .

[18] BREUSCH, T.S. (1978) “TESTING FOR AUTOCORRELATION IN DYNAMIC

LINEAR MODELS*,” Australian Economic Papers, 17(31), pp. 334–355. Available at:

https://doi.org/10.1111/j.1467-8454.1978.tb00635.x .

[19] Breusch, T.S. and Pagan, A.R. (1980) “The Lagrange Multiplier Test and its Applications

to Model Specification in Econometrics,” The Review of Economic Studies, 47(1), p. 239.

Available at: https://doi.org/10.2307/2297111 .

[20] BRUHN, M. and LOVE, I. (2014) “The Real Impact of Improved Access to Finance:

Evidence from Mexico,” The Journal of Finance, 69(3), pp. 1347–1376. Available at:

https://doi.org/10.1111/jofi.12091 .

[21] Burgess, R. and Pande, R. (2005) “Do Rural Banks Matter? Evidence from the Indian

Social Banking Experiment,” American Economic Review, 95(3), pp. 780–795. Available



- 161 -

at: https://doi.org/10.1257/0002828054201242 .

[22] Calvo, G.A. and Reinhart, C.M. (2002) “Fear of Floating,” The Quarterly Journal of

Economics, 117(2), pp. 379–408. Available at:

https://doi.org/10.1162/003355302753650274 .

[23] Carroll, C.D., Overland, J. and Weil, D.N. (2000) “Saving and growth with habit

formation,” American Economic Review, 90(3), pp. 341–355. Available at:

https://doi.org/10.1257/aer.90.3.341 .

[24] Chami, R., Fullenkamp, C. and Jahjah, S. (2005) “Are immigrant remittance flows a source

of capital for development?,” IMF Staff Papers, 52(1). Available at:

https://doi.org/10.2307/30035948 .

[25] Chinn, M.D. and Prasad, E.S. (2003) M edium-term determinants of current accounts in

industrial and developing countries: an empirical exploration, Journal of International

Economics. Available at: www.elsevier.com/locate/econbase .

[26]Deaton, A. (1989) NBER WORKING PAPER SERIES SAVING AND LIQUIDITY

CONSTRAINTS. https://www.nber.org/system/files/working_papers/w3196/w3196.pdf

[27]Demirguc-Kunt, A. and Klapper, L. (2012) Measuring Financial Inclusion: The Global

Findex Database,Measuring Financial Inclusion: The Global Findex Database. Available

at: https://doi.org/10.1596/1813-9450-6025 .

[28]Demirguc-Kunt, A., Klapper, L. and Bank, T.W. (2012) Measuring Financial Inclusion

The Global Findex Database. Available at: http://econ.worldbank.org .

[29]Dickey, D.A. and Fuller, W.A. (1979) “Distribution of the Estimators for Autoregressive

Time Series with a Unit Root,” Journal of the American Statistical Association, 74(366a),

pp. 427–431. Available at: https://doi.org/10.1080/01621459.1979.10482531 .

[30]Drakopoulos, S.A. (2026a) The Consumption Function in Economics, The Consumption

Function in Economics. Available at: https://doi.org/10.1007/978-3-032-15958-8 .

[31]Drakopoulos, S.A. (2026b) “The Social Significance of Consumption: James Duesenberry

and Harvey Leibenstein,” The Consumption Function in Economics. Cham: Springer

Nature Switzerland, pp. 51–67. Available at: https://doi.org/10.1007/978-3-032-15958-

8_5 .

[32]Durbin, J. and Watson, G.S. (1950) “Testing for Serial Correlation in Least Squares



- 162 -

Regression: I,” Biometrika, 37(3/4), p. 409. Available at: https://doi.org/10.2307/2332391 .

[33] Fawaz, F. (2026) “Recursive growth and technological feedback: extending the Mankiw-

Romer-Weil model,” Journal of Economic Studies [Preprint]. Available at:

https://doi.org/10.1108/JES-11-2025-0897 .

[34] Ferrara, M. (2026) “Solow-Swan Model and Growth Dynamics: moving forward,”

Decisions in Economics and Finance, 49(1). Available at: https://doi.org/10.1007/s10203-

025-00543-8 .

[35]George, A.S. (2023) “Partners Universal International Innovation Journal (PUIIJ) Causes

and Consequences of Pakistan’s Economic Crisis.” Available at:

https://doi.org/10.5281/zenodo.8436578 .

[36]Giuliano, P. and Ruiz-Arranz, M. (2009) “Remittances, financial development, and

growth,” Journal of Development Economics, 90(1), pp. 144–152. Available at:

https://doi.org/10.1016/J.JDEVECO.2008.10.005 .

[37]Godfrey, L.G. (1978) “Testing Against General Autoregressive and Moving Average Error

Models when the Regressors Include Lagged Dependent Variables,” Econometrica, 46(6),

p. 1293. Available at: https://doi.org/10.2307/1913829 .

[38]Gotur, P. (1985) “Effects of Exchange Rate Volatility on Trade: Some Further Evidence

(Effets de l’instabilite des taux de change sur le commerce mondial: nouvelles

constatations) (Efectos de la inestabilidad de los tipos de cambio en el comercio

internacional: Alguna evidencia adicional),” Staff Papers - International Monetary Fund,

32(3). Available at: https://doi.org/10.2307/3866807 .

[39]Guisinger, S.E., Henderson, J.W. and Scully, G.W. (1984) “Earnings, rates of return to

education and the earnings distribution in Pakistan,” Economics of Education Review, 3(4),

pp. 257–267. Available at: https://doi.org/10.1016/0272-7757(84)90044-X .

[40]Guiso, L., Sapienza, P. and Zingales, L. (2004) “The Role of Social Capital in Financial

Development,” American Economic Review, 94(3), pp. 526–556. Available at:

https://doi.org/10.1257/0002828041464498 .

[41]Hasan Khan, A. (2008) PREFACE.

https://www.finance.gov.pk/survey/chapters/overview09.pdf

[42]Hausmann, R. et al. (2026) April 2026. https://growthlab.hks.harvard.edu/wp-

content/uploads/2026/05/2026-04-glwp-260-bolivia-economic-pivot-summary-



- 163 -

english.pdf

[43]Holzmann, R., Hinz, R.P. and Dorfman, M. (2008) Pension Systems and Reform

Conceptual Framework.

https://documents1.worldbank.org/curated/en/716871468156888545/pdf/461750NWP0B

ox334081B01PUBLIC10SP00824.pdf

[44]Husain, A.M. (1995) Long-run Determinants of Private Saving Behaviour in Pakistan, The

Pakistan Development Review. https://file.pide.org.pk/pdfpdr/1995/1057-1066.pdf

[45]Husain, A.M. (1996) Private Saving and Its Determinants: The Case of Pakistan, The

Pakistan Development Review. https://www.jstor.org/stable/41259937

[46] Jack, W. and Suri, T. (2014) “Risk Sharing and Transactions Costs: Evidence from

Kenya’s Mobile Money Revolution,” American Economic Review, 104(1), pp. 183–223.

Available at: https://doi.org/10.1257/aer.104.1.183 .

[47] James M. Poterba, S.F.V. and D.A.W. (1994) “Targeted Retirement Saving and the Net

Worth of Elderly Americans.”

https://www.aeaweb.org/articles/pdf/doi/10.1257/aer.104.5.1

[48] Javid, A.Y., Arif, U. and Arif, A. (2011) Source: The Pakistan Development Review.

https://www.jstor.org/stable/23617726

[49] Johansen, S. (1991) “Estimation and Hypothesis Testing of Cointegration Vectors in

Gaussian Vector Autoregressive Models,” Econometrica, 59(6), p. 1551. Available at:

https://doi.org/10.2307/2938278 .

[50]Kazmi, A.A. (2024) A Study on Saving Functions for Pakistan: The Use and Limitations

of Econometric Methods.

https://nja.pastic.gov.pk/journals/index.php/LJE/article/view/17856/17285

[51]Khan, J. (2022) “Impact of External Debt on Economic Growth of Pakistan: Solow Growth

Model Approach,” Journal of Development and Social Sciences, 3(IV). Available at:

https://doi.org/10.47205/jdss.2022(3-iv)29 .

[52]Khan, M.Z. (1996) Pakistan: Prospects for Private Capital Flows and Financial Sector

Development, The Pakistan Development Review. Available at:

https://about.jstor.org/terms .

[53]Khandker, S.R. (2005) “Microfinance and Poverty: Evidence Using Panel Data from



- 164 -

Bangladesh,” The World Bank Economic Review, 19(2), pp. 263–286. Available at:

https://doi.org/10.1093/wber/lhi008 .

[54]Kose, M.A. et al. (2010) “Financial Globalization and Economic Policies*,” pp. 4283–

4359. Available at: https://doi.org/10.1016/B978-0-444-52944-2.00003-3 .

[55] Laidler, D. (1981) Adam Smith As a Monetary Economist.

[56] Levine, R. (2005) “Chapter 12 Finance and Growth: Theory and Evidence,” pp. 865–934.

Available at: https://doi.org/10.1016/S1574-0684(05)01012-9 .

[57] Levine, R. and Renelt, D. (1992) “A sensitivity analysis of cross-country growth

regressions,” American Economic Review, 82(4). https://www.jstor.org/stable/2117352 .

[58] Loayza, N., Schmidt-Hebbel, K. and Servén, L. (2000) Saving in Developing Countries:

An Overview. Available at: http://www.worldbank.org/research/projects/savings/ .

[59] Lusardi, A. and Mitchell, O.S. (2014) “The Economic Importance of Financial Literacy:

Theory and Evidence,” Journal of Economic Literature, 52(1), pp. 5–44. Available at:

https://doi.org/10.1257/jel.52.1.5 .

[60]Martini, A. and Spataro, L. (2024) “At the origins of the life cycle hypothesis of Franco

Modigliani and Richard Brumberg: an attempt at analysis,” European Journal of the

History of Economic Thought, 31(1). Available at:

https://doi.org/10.1080/09672567.2023.2238858 .

[61]Matthew Higgins, J.G.W. (1996) “w5560.”

[62]McKinnon, R.I. (1974) “Money and Capital in Economic Development,” International

Journal, 29(4). Available at: https://doi.org/10.2307/40201473 .

[63]Milton Friedman (1957) “A Theory of the Consumption Function.”

[64]Moro‐Egido, A.I. and Rodriguez-Fernandez, F. (2026) “Not Poor, Still Powerless:

Ideology and the Psychology of Saving Inhibition.” Available at:

https://doi.org/10.2139/ssrn.7472518 .

[65]Neisser, H. (1946) KEYNES AS AN ECONOMIST, Source: Social Research.

[66] Obstfeld, M. and Rogoff, K. (1994)NBERWORKING PAPER SERIES EXCHANGE RATE

DYNAMICS REDUX EXCHANGE RATE DYNAMICS REDUX.

[67] Oh, J. (2025) “Welfare loss and policy trade-offs: Calvo vs. Rotemberg,” Economics

Letters, 249. Available at: https://doi.org/10.1016/j.econlet.2025.112244 .



- 165 -

[68] Pasha, H.A. et al. (1999) Impact of Economic Adjustment on Social Development in

Pakistan Social Policy and Development Centre IMPACT OF ECONOMIC

ADJUSTMENT ON SOCIAL DEVELOPMENT IN PAKISTAN.

[69] Pesaran, M.H., Shin, Y. and Smith, R.J. (2001) “Bounds testing approaches to the analysis

of level relationships,” Journal of Applied Econometrics, 16(3), pp. 289–326. Available at:

https://doi.org/10.1002/jae.616 .

[70] Pesaran, M.H., Shin, Y. and Smith, R.P. (1999) “Pooled Mean Group Estimation of

Dynamic Heterogeneous Panels,” Journal of the American Statistical Association, 94(446),

pp. 621–634. Available at: https://doi.org/10.1080/01621459.1999.10474156 .

[71] PHILLIPS, P.C.B. and PERRON, P. (1988) “Testing for a unit root in time series

regression,” Biometrika, 75(2), pp. 335–346. Available at:

https://doi.org/10.1093/biomet/75.2.335 .

[72] La Porta, R. et al. (1998) “Law and Finance,” Journal of Political Economy, 106(6), pp.

1113–1155. Available at: https://doi.org/10.1086/250042 .

[73] Ramsey, J.B. (1969) “Tests for Specification Errors in Classical Linear Least-Squares

Regression Analysis,” Journal of the Royal Statistical Society Series B: Statistical

Methodology, 31(2), pp. 350–371. Available at: https://doi.org/10.1111/j.2517-

6161.1969.tb00796.x .

[74] Ramzan, M. et al. (2023) “Role of institutional quality in debt-growth relationship in

Pakistan: An econometric inquiry,” Heliyon, 9(8). Available at:

https://doi.org/10.1016/j.heliyon.2023.e18574 .

[75] Riaz, P., Shahid, S. and Zaidi, Z. (2023) The Impact of Expatriate Remittances on

Economic Growth In Pakistan Economy, International Journal of Social Sciences and

Entrepreneurship (IJSSE).

[76] Rioja, F. and Valev, N. (2004) “Finance and the sources of growth at various stages of

economic development,” Economic Inquiry, pp. 127–140. Available at:

https://doi.org/10.1093/ei/cbh049 .

[77] Rodrik, D. and Subramanian, A. (2009) “Why Did Financial Globalization Disappoint?,”

IMF Staff Papers, 56(1), pp. 112–138. Available at:

https://doi.org/10.1057/imfsp.2008.29 .

[78] Sachs, J.D., Cooper, R.N. and Fischer, S. (1981) “The Current Account and



- 166 -

Macroeconomic Adjustment in the 1970s,” Brookings Papers on Economic Activity,

1981(1), p. 201. Available at: https://doi.org/10.2307/2534399 .

[79] Samimi, A.J. (2012) Exchange Rate Uncertainty and Imports: Evidence from Iran

Innovative Researcherss View project Global Climate Risk and Economic Growth:

Evidence from selected countries View project. Available at:

https://www.researchgate.net/publication/267726247 .

[80] Sarfraz, Z. (2023) “IMPACT OF PAK-IMF BAILOUT ARRANGEMENT ON

ECONOMIC GROWTH,” Journal of Public Policy Practitioners, 1(1). Available at:

https://doi.org/10.32350/jppp.11.05 .

[81] Spengler, J.J. (1976) Adam Smith on Population Growth and Economic Development,

Development Review.

[82] Stylianou, T., Nasir, R. and Waqas, M. (2024) “The relationship between money supply

and inflation in Pakistan,” PLoS ONE, 19(3 March). Available at:

https://doi.org/10.1371/journal.pone.0301257 .

[83] Summers, L.H. (1988) “Relative Wages , Efficiency Wages , and Keynesian

Unemployment,” American Economic Review, 78(2).

[84]Uddin, I. and Ullah, R. (2024) “The Nexus Amongst the Interest Rate, Inflation and

Economic Growth in Pakistan: Evidence from Simultaneous Equation Modeling,”

Economic Alternatives, 2024(1), pp. 45–58. Available at:

https://doi.org/10.37075/EA.2024.1.04 .

[85]White, H. (1980) “A Heteroskedasticity-Consistent Covariance Matrix Estimator and a

Direct Test for Heteroskedasticity,” Econometrica, 48(4), p. 817. Available at:

https://doi.org/10.2307/1912934 .

[86]Yang, D. (2011) “Migrant remittances,” Journal of Economic Perspectives, pp. 129–152.

Available at: https://doi.org/10.1257/jep.25.3.129 .

[87] (1992) “ZivotAndrews1992.”

iWorld Bank, World Development Indicators. https://databank.worldbank.org/source/world-development-indicators
iiIMF Data. https://www.imf.org/en/Data
iiiMinistry of Finance, Pakistan. https://www.finance.gov.pk/
ivState Bank of Pakistan. https://www.sbp.org.pk/about/index.asp
vIMF Data. https://www.imf.org/en/Data


