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Abstract

This paper examines the impact of Donald Trump’s policies on Pakistan’s
economy during his tenure as the 45th President of the United States (2017-2021).
Guided by an “America First” agenda, Trump’s administration redefined U.S. foreign
relations and emphasized conditional aid, protectionist trade policies, and stricter
immigration controls. These measures significantly affected Pakistan’s economy by
reducing aid inflows, creating uncertainties in trade, limiting remittances, and
reshaping geopolitical alignments. This study relies on secondary sources, policy
documents, and scholarly articles to analyze the consequences of these policies. The
findings reveal that Trump’s administration weakened Pakistan’s economic
dependence on the United States, pushed it closer to China through initiatives like the
China-Pakistan Economic Corridor (CPEC), and highlighted the challenges of over-
reliance on foreign aid. The paper concludes with policy recommendations for
Pakistan to pursue economic self-reliance, strengthen regional partnerships, and
diversify its trade and investment strategies.
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Introduction

The United States has historically maintained a complex and multifaceted
relationship with Pakistan, marked by cycles of cooperation, mistrust, and strategic
dependency. Economic relations have often been tied to security dynamics, with U.S.
aid linked to Pakistan’s role in Cold War politics, the Afghan-Soviet conflict, and the
post-9/11 war on terror. When Donald Trump assumed office in 2017, his foreign
policy represented a significant departure from previous administrations. Trump’s
“America First” approach emphasized U.S. national interests, reducing foreign aid,
and demanding greater accountability from allies, including Pakistan.

This shift had profound implications for Pakistan’s economy. Trump accused
Pakistan of harboring militant groups and announced the suspension of over $1.3
billion in security assistance in 2018. Beyond aid, Trump’s protectionist trade policies,
restrictions on immigration, and changing regional strategies reshaped Pakistan’s
economic prospects. This paper examines these developments in detail, situating them
within the broader historical context of U.S.-Pakistan relations and offering an
analysis of their long-term implications.
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Literature Review
Historical Context of U.S.-Pakistan Economic Relations

U.S.-Pakistan relations have been shaped by strategic and economic
interdependencies since the 1950s. During the Cold War, the U.S. provided economic
and military assistance to Pakistan in exchange for strategic cooperation. Scholars
such as Haggani (2018) argue that U.S. aid often functioned as a tool for geopolitical
leverage rather than sustainable economic development. Pakistan’s reliance on foreign
assistance created cycles of dependency, leaving its economy vulnerable to shifts in
U.S. policy.

Trump’s Suspension of Aid

Trump’s suspension of aid in 2018 marked a turning point in bilateral
relations. According to Rashid (2020), the withdrawal of $1.3 billion in assistance
disrupted Pakistan’s defense-related spending and highlighted its reliance on external
financial inflows. This reduction also weakened Pakistan’s ability to stabilize its
foreign reserves and increased pressure on its balance of payments. Kugelman (2019)
emphasizes that this aid freeze was symbolic of a broader decline in trust between the
two nations.

Trade and Protectionist Policies

Trade has been a vital aspect of Pakistan’s economy, with the United States
serving as one of its largest export markets, especially for textiles. Markey (2020)
highlights how Trump’s protectionist measures and tariff policies created uncertainty
for Pakistan’s export sector. While Pakistan continued to benefit from U.S. demand
for textiles, the unpredictability of U.S. trade policy under Trump hindered long-term
planning and investment in export industries.

Remittances and Immigration Policies

Remittances are a critical source of foreign exchange for Pakistan, and the
U.S. has been a major destination for Pakistani migrants. Trump’s tightened
immigration controls, stricter visa policies, and reduced opportunities for skilled
workers limited Pakistan’s remittance potential. Scholars argue that these restrictions
reduced not only financial inflows but also the exchange of human capital and
educational opportunities that had long supported Pakistan’s development goals.

Geopolitical Dynamics and Regional Shifts

Trump’s South Asia strategy placed significant emphasis on pressuring
Pakistan to play a role in facilitating peace in Afghanistan. While this increased
Pakistan’s geopolitical importance, the economic benefits were limited. Instead,
Pakistan sought to diversify its alliances, strengthening ties with China, Russia, and
regional neighbors. The China-Pakistan Economic Corridor (CPEC) emerged as a
crucial avenue for investment, but also raised concerns about debt dependency and
sovereignty.
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Results

The analysis of Trump’s policies demonstrates that their economic impact on
Pakistan was multifaceted:

1. **Aid Reduction**: The suspension of aid disrupted Pakistan’s defense and
fiscal budgets, increasing reliance on alternative sources such as China and
multilateral institutions.

2. **Trade Uncertainty**: While exports to the U.S. continued, unpredictability
in U.S. policy undermined investor confidence in Pakistan’s export-led
industries.

3. **Decline in Remittances**: Immigration restrictions reduced the flow of
Pakistani workers and students to the U.S., slowing remittance growth.

4. **Geopolitical Positioning**: Pakistan’s role in Afghanistan peace
negotiations improved its diplomatic relevance but yielded limited direct
economic benefits.

5. **Diversification of Partnerships**: Pakistan accelerated its economic
integration with China through CPEC, marking a long-term structural shift
away from U.S. reliance.

Discussion

The findings suggest that Trump’s policies had both immediate and structural
consequences for Pakistan’s economy. In the short term, aid reduction and
immigration restrictions weakened Pakistan’s financial stability. However, in the long
term, these developments encouraged Pakistan to diversify its economic partnerships
and reduce its dependency on U.S. assistance.

One major outcome was the deepening of Pakistan’s relationship with China.
Through CPEC, Pakistan secured infrastructure investments that partially
compensated for the loss of U.S. aid. Yet, this diversification also raised concerns
about over-reliance on China and the potential for debt dependency. Regional
economic cooperation with countries such as Turkey, Malaysia, and Gulf states also
expanded, though not at a scale sufficient to fully replace U.S. support.

Another critical issue is the volatility of U.S. policy itself. Trump’s
transactional approach highlighted the risks of dependence on a single partner. For
Pakistan, this underscored the importance of developing self-reliance and
strengthening domestic industries. Policy experts argue that Pakistan should focus on
structural reforms, export diversification, and regional trade integration to mitigate
external shocks in the future.

Conclusion and Policy Recommendations

Donald Trump’s policies reshaped the economic relationship between
Pakistan and the United States. The suspension of aid, uncertain trade policies, and
restrictive immigration measures created immediate challenges for Pakistan’s
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economy. At the same time, these shifts encouraged Pakistan to strengthen its ties with
China, diversify regional partnerships, and pursue greater economic autonomy.

Policy recommendations include:

1. Enhancing self-reliance through structural economic reforms.

2. Diversifying exports to reduce reliance on a single market.

3. Expanding regional economic cooperation, particularly with South and
Central Asia.

4. Negotiating balanced agreements with China to avoid debt dependency.

5. Strengthening human capital through education and skill development for

global competitiveness.

These strategies will help Pakistan manage external shocks and build a
sustainable economic future, less vulnerable to the volatility of U.S. policies.
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