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Abstract 

This paper investigates the modes of impact investing to overcome the socioeconomic challenges of 

Pakistan. A descriptive analysis of different social indicators for the period 2006 to 2017 is 

conducted which includes health, education, tourism, vocational training, agriculture, and access 

to water. Each socioeconomic indicator is examined as a possible mode of impact investment. This 

study reports that a better alignment of impact investing in the second phase of the China-Pakistan 

Economic Corridor (CPEC) will offer maximum development. The study recommends the most 

efficient and effective ways to achieve the greater goal of a prosperous Pakistan. The author 

strongly recommends the policymakers of CPEC to focus on impact investing along with 

conventional investment plans to combat the socioeconomic challenges in Pakistan. 
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Introduction 

Socioeconomic development is the progression towards enhanced lifestyles of families, 

individuals, communities, groups, and societies. It is a process of knitted development in the 

economy and society (Roy et al., 2021). Socioeconomic development refers to developing 

economic and social policy initiatives according to public concerns. It includes better living 

standards for the population of the country, which is usually achieved through greater stocks of 

human and physical capital and hence better technology. The fundamental goal of development 

is to ensure a better environment for the masses to enjoy a healthy, long, and creative life. 

However, usually, it is left behind in immediate concern with a collection of financial wealth and 

commodities (World Bank, 2001). The evaluation of socio-economic development in any 

country is of great significance to identify the shortcomings and then find efficient financing 

options. Human development is highly uneven and heterogeneous in countries due to various 

factors; therefore, the financing options are to be identified carefully to cater for the requirements 

of individual countries (You et al., 2020). 
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Impact investments are the new asset class that has grown many folds in the past decade. It offers 

positive social and financial returns to socially responsible investors. Impact investors go for 

investments that offer not only financial returns but also social and environmental impact. There 

are different sources of impact investing including individual investors, nonprofits, commercial 

banks, development finance institutions, foundations, and governments. It aims at gaining the 

social impact on different socioeconomic quarters which includes healthcare, water access, 

education, housing, agriculture etc. along with the financial returns. Impact investment can be in 

the form of equity or loans. Impact investments are considered an upcoming new asset class and 

in the past decade, it has grown many folds (Agrawal & Hockerts, 2021). It is worth considering, 

due to awareness of socioeconomic development and the role of individual investors, economists 

are exploring the possibilities where investors value societal externalities as equally important 

along with the financial returns (Barber et al., 2021). To achieve the full impact on the socio 

economic development of the economy, socially responsible investors have to cautiously 

exercise their rights in the formation of corporate policy (Berk & van Binsbergen, 2021). 

CPEC is believed to accelerate industrialization, job creation, and investment opportunities and 

offer socioeconomic development in Pakistan. Since CPEC has already entered the second phase 

with a greater focus on socioeconomic development, the better alignment of impact investments 

will offer maximum development. China-Pakistan Economic Corridor (CPEC) links China and 

Pakistan through a 2700km long road, rail and oil and gas pipeline. It will have numerous 

positive socioeconomic impacts on the indigenous inhabitants of Pakistan. It is the main artery of 

the Belt and Road Initiative (BRI) that has attracted policymakers and researchers around the 

globe. This project is a blend of loans and grants. It is quoted as a game changer for Pakistan, but 

the main question arises, whether geostrategic objectives and socioeconomic development will 

be achieved through this project or not. Many policymakers believe it will mitigate the energy 

crisis, create jobs and lower the socioeconomic challenges in Pakistan (Ali, 2020). It will also 

attract trade opportunities and strengthen the economy of Pakistan through revenue generation 

(Ali et al., 2016). CPEC will make it convenient to approach the fundamental needs of the 

general population living in the outskirts of Pakistan. Hence, numerous opportunities will be 

created due to CPEC projects to improve the social standard of the residents directly and 

indirectly. 

Socio-Economic Challenges in Pakistan 

This section discusses the socioeconomic challenges of Pakistan in the following areas: Poverty, 

Health, Education, Tourism, Agriculture and Water. The national poverty headcount ratio refers 

to the percentage of the population living below the national poverty line. National estimates are 

measured by household surveys based on population-weighted subgroup estimates. It is reported 

that 24.3% of people were living below the poverty line in Pakistan in 2015-16. Whereas 

comparing this to China, it has significantly reduced the poverty headcount ratio to 3.1% in the 

year 2017. Pakistan can learn from the Chinese model to bring the masses out of poverty (Mirza 

et al., 2019). The life expectancy ratio in Pakistan is one of the lowest in the region. As far as the 
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neonatal, infant and under-5 mortality rates are concerned, they are greater in numbers than in 

other regional countries. This indicates that Pakistan needs to enhance its investment in basic 

health services such as nutrition, vaccinations, sanitation, and clean water. Moreover, disparities 

in the health conditions of different regions and income groups may also be considered while 

investing in the health sector. 

Education is one of the major issues in Pakistan since the school enrollment rate is very low in 

the country and a huge number of children are still out of school. The quality of education is a 

serious concern though. Many children in villages are even unable to read English. Pakistan is 

an undeveloped country but has a huge potential in the tourism sector due to its diverse culture, 

heritage, and natural endowment. However, until now, this sector couldn't develop due to 

various reasons like the war on terror, minimal marketing, and poor public and private sector 

investment in infrastructure and services. A developed tourism sector promises employment 

generation, it will attract tourists from other countries, enhance the services exports services in 

Pakistan and ultimately lead to more foreign reserves. 

Agriculture is the major contributor to Pakistan's Gross Domestic Product (GDP) with its share 

being around 21% of the total domestic production. Therefore, the economic growth of the 

country is heavily dependent on this sector. It offers employment through farming and non 

farming divisions, and the development in this sector will lead to poverty alleviation in rural 

areas. 

The Current Landscape of Impact Investment in Pakistan 

Impact investment is "investments made with the intention of contribution to positive 

environmental, economic and social impact alongside the monetary returns". Impact investments 

expand the availability of goods and services and create jobs. Following the international 

standards and norms to mitigate the environmental, social and governance (ESG) risks, investors 

are willing to invest with social considerations. Impact investment has a positive impact  on 

society. Currently, around 2 billion dollars have been deployed in Pakistan through development 

financial institutions whereas 162 million dollars through other impact investors. Investors can 

have different benefits while investing in Pakistan such as an improved regulatory system, higher 

return potential, a deep and great pool of well-educated youth, international exposure, and better 

entrepreneurial culture (Lanka, 2015; Munir et al., 2022). The space of impact investment in 

Pakistan is diverse. Impact capital is deployed through debt which is mostly driven by 

Development Financial Institutions (DFI) owing to low risk and less investment management 

requirements and due diligence. Non-DFI investors tend to invest in equity capital than DFis. 

Impact Capital Deployed by Different Instruments 
 

 

Capital Instrument Development Financial 

Instrument 

USD USD Percentage 

NON-Development Financial 

Instrument 

USD USD Percentage 
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 Millions Billions of Total Millions Billions of Total 

Debt 1189.2 1.189 65% 127 0.127 78% 

Equity 134.0 0.134 7% 26.0 0.026 16% 

Murabaha 20.5 0.020 1% 
   

Guarantee 153.4 0.153 9% 
   

Unknown 333.0 0.333 18% 9.0 0.009 6% 

Total 1830.1 1.830 100% 162.0 0.162 100% 

Source: "The Landscape for Impact Investing in Southeast Asia, Pakistan Spec/fie, Global Impact Investing Network 20I 8" 
 

 

 

Sector-Wise Deployment of Impact Capital in Pakistan 

Source: "The Landscape for Impact Investing in Southeast Asia, Pakistan Specific, Global Impact Investing Network, 2018" 

 
 

 

 

Potential of China-Pakistan Economic Corridor (CPEC) for Socio-Economic Development 

 

CPEC offers industrial collaboration between Pakistan and China to initiate economic 

cooperation and people-to-people exchanges. CPEC project aims at prosperity and 

socioeconomic development through numerous collaborative initiatives for industrial 

development, infrastructure construction and livelihood improvement (Abid, 2015; Mirza et al., 

2019). 
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These projects are believed to accelerate industrialization, job creation, investment opportunities 

and ultimately socio-economic development in Pakistan. The question which is in the minds of 

the masses is what CPEC is going to bring to the public. Social scientists, economists and 

researchers relate this investment with the prosperity of the people of Pakistan and China. The 

development of the social sector has not been up to the mark in Pakistan for a long time. 

Currently, human development is a serious issue in Pakistan that needs instant attention. 

Due to the mounting concerns and socio-economic challenges in Pakistan, Impact investment is 

very relevant to address the current economic and environmental concerns. New financial  

models can offer innovative solutions in these scenarios. Hence, this paper presents some new 

ways of impact investing along with the socioeconomic development approach of CPEC to 

overcome the social challenges in Pakistan. The next section discusses the existing evidence on 

socioeconomic development and its importance for any economy. 

Literature Review 

The term impact investment was initially coined in 2007, after that this industry has grown at a 

very fast pace (Hehenberger et al., 2019). Investors from around the world have been attracted 

towards capital investment to address the increasing environmental and social problems through 

impact investments. More than 50% of the active impact investment enterprises made their initial 

investment in the last decade. 

The total number of active impact investment enterprises around the world is about 1340 that 

conjointly manage 502 billion-dollar investments to make positive changes (Mudaliar & 

Dithrich, 2019). Most of the impact investment enterprises are comparatively small and most of 

them are managing less than 29 million dollars each, however, some enterprises are managing 

more than 1 billion dollars each. CPEC project would improve the socio-economic conditions of 

Pakistan through different road and railway lines, special economic zones, energy projects, fiber 

optics and numerous other projects. Furthermore, improvements in accessibility technology, 

healthcare, vocational training and access to clean water are expected in the underdeveloped 

areas of Pakistan to augment the quality of life for the masses (Abid, 2015). 

Sinnathurai (2013) examines the relationship between economic growth, employment, poverty, 

and dependency ratio in emerging nations. The findings maintain that it's a two-way relationship 

that the age dependency ratio has a significant effect on poverty and vice versa. The results 

indicate that industrial employment, economic growth and poverty have a significant impact on 

the age dependency ratio, and it is consistent with economic theories. Ighodalo (2012) argues 

that sustainable socioeconomic development is not possible without the empowerment of the 

masses in making choices and participating in decision makings in the country. 

The health sector is integrated with other sectors of the socioeconomic system, so it is not 

possible to plan the health sector development without taking into view the other socioeconomic 

components Ballard et al. (2019) argued that investment merely in the economically productive 
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sectors instead of social sectors, would not help in the long term development of any country. 

Jalal-ud-Din (2014) asserted that the health sector can have a significant impact on the socio 

economic development of a developing country like Pakistan due to its significance in human 

development. 

While highlighting the monetary and non-monetary advantages, Kayani et al. (2017) studied the 

economic and social advantages of education in emerging nations in general and Pakistan in 

particular. They concluded that education offers employment, earnings, reduction in poverty 

better health, social responsibility and governance knowledge. Therefore, investment in the 

education sector is highly recommended in Pakistan. Webber (2002) scrutinizes different stages 

of education i.e., primary, secondary, and tertiary and reports a significant positive impact on 

economic growth. Although human capital positively impacts economic growth, tertiary 

education has greater influence over primary-level education, Chi (2008) argued that tertiary 

education has more benefits for developed provinces in China whereas secondary and primary 

education has more benefits for underdeveloped provinces (Zhang & Zhuang, 2011). 

Khalil (2007) reported an endogenous relationship between tourism and economic growth. 

Tourism enhances economic expansion in the short term while economic growth is mandatory 

for the development of tourism in a country. Public sector initiatives like infrastructure 

development, better transport, information system and security are the key components of 

sustainable tourism development. 

Agriculture is the basic pillar of Pakistan's economy, Awan (2012) asserted that Pakistan owns 

immense reserves of untapped natural resources, fertile soil, and large areas of cultivation with 

the potential to grow various crops. The agriculture sector of Pakistan promises higher returns if 

better planning and new technologies are adopted in this sector. 

China Pakistan Economic Corridor has its own significance for the socio-economic development 

not only in the cities but in the suburban areas of Pakistan too (Rahim et al., 2022). CPEC, in its 

second phase, has more focus on sustainability aiming at environmental agendas. Policymakers 

are more inclined towards environment-friendly strategies along with socioeconomic 

development. Sustainable energy projects through green financing can have much more impact 

and benefit than the traditional ways (Ullah et al., 2023). This study investigates the impact of 

socioeconomic development through impact investments and the role of CPEC. The next section 

discusses the data and methodology of this study. 

Data and Methodology 

This study conducts descriptive analysis because it employs naturalistic environments to study 

the behavior of data. In policy research, descriptive analysis offers a clear and concise picture of 

data in a very meaningful manner. It is the most used method to identify trends in the datasets 

and offers comprehensive assessments. The methodology is well adapted to study the data 

holistically, (Osei & Alagidede, 2023). This study uses the descriptive analysis of various 
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indicators of socioeconomic development including health, education, tourism, vocational 

training, agriculture, and access to water. Each socioeconomic indicator is examined as a 

possible mode of impact investment. Data for the social indicators are collected from the World 

Bank's Development Indicators. 

The below graphs offer a clear picture of all the socioeconomic indicators of Pakistan. Poverty 

alleviation is one of the most essential tasks of this century. Poverty Headcount Ratio at National 

Poverty Lines (% of Population) on next page shows the graphical representation of people 

living below the poverty line. Pakistan has observed a significant reduction in poverty since 

2007, however, further improvement is required. To study the health performance in Pakistan, 

the indicator of life expectancy at birth has been observed, it is a widely used indicator, an 

improvement in this indicator definitely contribute to the economic growth. The graph on next 

page reflects a continuous improvement in this indicator. However, further suitable and 

appropriate social policies, political stability, and government interventions are pre-requisite to 

achieve the required level (Muhamad et al., 2013). Clean drinking water as a percentage of the 

population is very important for health. A decreasing trend means people are deprived of clean 

water access and the trend is deteriorating from 2006-15. 

Education has a direct link with the economic growth and countries with less inequality grow 

faster as compare to the others (Aiyar & Ebeke, 2020). Net secondary enrolment rate is the ratio 

of the children of official secondary school age who are enrolled in secondary school to the total 

population of official secondary school age. As shown in the graph, secondary enrollment is 

gradually increasing but remains below 50%. Pakistan needs to prioritize this area for 

development. Vocational Education improves the formation and development of a skilled 

workforce. Pakistan had around 400,000 students in technical institutes in the year 2009, but a 

decreasing trend can be observed depicting a decline in skilled workforce after 2009. In 2011,  

the agriculture sector contributed 25% to the gross domestic product of Pakistan. However, a 

dwindling trend after 2011 requires further development in this sector.  

The World Trade Organization (WTO) defines international tourism receipts as payments of 

international visitors including international transport payments to national couriers. These 

payments include the payments for goods and services availed by the nation. There is decreasing 

trend in tourism receipts since the year 2011 in Pakistan. Improvement of the tourism industry is 

important  because  it  improves  the  balance  of  payments  through  export  entry. 
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• Different countries across the world are using various mechanisms to get funds for the health 

sector like sin tax, tax on unhealthy food, tobacco excise taxes, etc. For the health and 

knowledge corridor, experts from both China and Pakistan will be required to bring 

revolutionary changes in the health sector. To improve the medical skills of the personnel, 

the doctors, pharmacists and other medical staff exchange programs may be initiated with 

China. 

• Tourism consumption tax, a traveler's savings fund for development and impact bond can be 

resourced for the development of the tourism sector. Pakistan may further exploit the 

potential of tourism in the region along CPEC through the development of coastal tourism 

within its coverage. The quality of tourism services, mainly public service information, 

security protection, better transportation, and other public services, should be improved to 

effectively uphold socioeconomic development. 

• The agricultural sector can play a pivotal role m economic growth. CPEC can offer 

modernization from traditional to modern agriculture, job creation, and improved 

infrastructure in Pakistan. Agriculture value chain financing, Forest foundation fund, 

Diaspora bonds, and Impact bonds are the ways that can help to raise funds and achieve the 

goals in this sector. To develop the agriculture sector, China and Pakistan should cooperate 

for new research in the agricultural field, biological breeding, value-added production, 

enhanced per-acre yield, and processing and storage capacity of Pakistan. 

•  Green or climate bonds, sukuk, blue fund and diaspora bonds are the mechanisms of impact 

investment that can be mobilized to develop the water sector in Pakistan. Apart from water 

resources development, utilization, protection, conservation and disaster relief, there is a  

need to improve the drip irrigation system to save water wastage as underground water is 

depleting swiftly. 
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