
Planning and Management of Sustainable Tourism Spaces 
 
Assignment 9 
Date: 19.11.2025 
Student Name: Bilal Hussain Khan Niazi 
University: European Institute of Innovation, Entrepreneurship and Technology 
 
Impact of Pakistan’s 2022–2023 Economic Crisis on the Tourism Sector 
 
Type of Crisis: Economic 
 
Pakistan experienced a major economic crisis beginning in late 2021 and worsening throughout 
2022–2023. This crisis was characterized by soaring inflation, currency devaluation, depletion of 
foreign exchange reserves, and severe fiscal instability. Although political tensions were also 
present, the dominant trigger for the downturn was economic, driven by global commodity price 
increases, pandemic aftershocks, and domestic financial mismanagement. The crisis had 
widespread consequences across all sectors, including the tourism industry, which is highly 
sensitive to macroeconomic disruption, international confidence, and public security conditions. 
 
When the Crisis Occurred 
 
The most acute phase of the crisis unfolded between January 2022 and July 2023, during which 
Pakistan’s currency, the Pakistani Rupee, lost more than half of its value against the US dollar. 
Inflation surged above 30 percent, reaching a historic peak. Fuel prices rose dramatically, 
foreign exchange reserves dropped below the level required for basic imports, and international 
credit agencies downgraded Pakistan’s economic outlook. These developments coincided with 
major floods in mid-2022, which further accelerated economic stress. Although signs of 
stabilization appeared after an IMF bailout in mid-2023, the crisis created long-lasting impacts 
on economic activity, including tourism. 
 
Negative Impacts on the Tourism Industry 
 
The economic crisis significantly disrupted Pakistan’s tourism sector in both domestic and 
international markets. One of the most immediate effects was the sharp increase in 
transportation costs due to rising fuel prices. Airfare, intercity travel costs, and local 
transportation expenses soared, making travel unaffordable for many domestic tourists. As a 
result, domestic tourism, which typically peaks around public holidays and summer months, 
experienced a notable decline. 
 
For international tourists, currency instability and negative global headlines contributed to 
reduced visitor confidence. Pakistan’s image suffered as the economic situation was associated 
with political unrest and institutional uncertainty. Travel advisories issued by several countries 
further discouraged international arrivals. Tour operators reported a decline in bookings, 
especially for adventure tourism in regions like Gilgit-Baltistan, Hunza, and Swat. 



 
The crisis also negatively affected hospitality businesses. Hotels and guesthouses faced steep 
increases in operational costs as electricity tariffs and imported goods became more expensive. 
Many businesses reduced staff, cut services, or temporarily closed during off-peak seasons. 
Smaller tourism enterprises, particularly local guides, transport providers, and handicraft sellers, 
were among the hardest hit. 
 
Foreign tourism investments were also delayed or canceled due to uncertainty in the economic 
environment. Investors became hesitant to engage in long-term projects, especially those 
dependent on international travel flows. The depreciation of the local currency made 
maintenance and upgrades of tourism infrastructure costlier, further weakening service quality. 
 
Additionally, the economic crisis limited the government’s ability to fund tourism promotion and 
infrastructure development. Projects aimed at improving accessibility, signage, heritage site 
conservation, and digital tourism platforms were slowed or postponed due to budget constraints. 
This lack of investment caused a widening gap between Pakistan and more competitive tourism 
destinations in the region. 
 
The 2022 floods intensified the crisis by destroying roads, bridges, hotels, and natural 
attractions, particularly in northern regions. Several trekking routes, eco-tourism sites, and 
riverfront areas were damaged, temporarily halting tourism activity. The combined economic and 
environmental shocks created one of the most challenging periods for Pakistan’s tourism sector 
in recent history. 
 
How Pakistan Managed or Mitigated the Crisis 
 
Although the tourism industry was severely affected, Pakistan implemented several measures to 
manage and mitigate the crisis’s impact. The government sought assistance from the 
International Monetary Fund (IMF), reaching a staff-level agreement in mid-2023, which helped 
stabilize foreign exchange reserves and restore minimal investor confidence. While not 
tourism-specific, this stabilization allowed airlines, hotels, and travel operators to function more 
predictably. 
 
Tourism authorities also pivoted toward domestic tourism promotion as a short-term recovery 
strategy. Marketing campaigns encouraged Pakistanis to explore local destinations, focusing on 
cultural sites, heritage cities, and natural landscapes that required lower travel expenses. 
Reduced domestic tourism tax incentives were introduced in some provinces to make travel 
more affordable for local residents. 
 
In parallel, Pakistan emphasized digital tourism marketing to maintain international visibility 
despite reduced global travel. Through virtual tours, social media campaigns, and partnerships 
with travel bloggers, Pakistan attempted to preserve its reputation as a destination for adventure 
and cultural tourism. These strategies aimed to ensure that when economic stability returned, 
Pakistan would remain on travelers’ radar. 



 
To support small tourism businesses affected by the crisis, several provincial governments 
introduced microfinance loans and relief packages targeting hotel owners, guides, and small 
enterprises. Although limited in scope, these initiatives helped sustain employment in key 
tourism regions. 
 
Infrastructure repair following the floods became a national priority. Reopening vital roads in 
Gilgit-Baltistan and Khyber Pakhtunkhwa helped revive tourism flows once conditions improved. 
Development authorities collaborated with local communities to rebuild walking trails and 
eco-tourism sites, using temporary materials to accelerate reopening. 
 
Despite budget constraints, Pakistan continued to work with international organizations, 
including UNDP and UNESCO, to protect cultural heritage sites. These partnerships helped 
maintain conservation standards and protect key attractions such as Taxila, Mohenjo-Daro, and 
Lahore Fort during the economic downturn. 
 
Conclusion 
 
The 2022–2023 economic crisis posed significant challenges for Pakistan’s tourism industry, 
affecting domestic travel, international arrivals, service quality, and business sustainability. 
Rising fuel costs, currency devaluation, inflation, and flood damage collectively disrupted 
tourism operations and reduced traveler confidence across the sector. However, through 
stabilization policies, domestic tourism promotion, support programs for small businesses, and 
infrastructure rehabilitation, Pakistan began to mitigate the worst effects of the crisis. The 
experience highlights the vulnerability of tourism to broader economic conditions but also 
demonstrates the industry’s resilience when supported by targeted government strategies. 
Sustained recovery will depend on long-term economic stability, improved infrastructure, and 
consistent promotion of Pakistan’s cultural and natural heritage. 
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