
MG Opinion 
     
 
46-C Mezzanine Floor, Bukhari Commercial Lane 1 

DHA Phase VI, Karachi 75500, Pakistan 

Phone: +92-21-35241304-8 

E-Mail: info@mettisglobal.com 

Web: www.mettisglobal.com 

 

 
 
 

 
 

 
 

Pakistan Trade: Composition, Performance 
and Outlook 

 
31st, May 2018 

 
 
 



    

 2 

 
Contents 

 
 
 
 
 
A) Introduction           3 
 
B) Imports            3 
 

1. Composition           3 

2. Source Destinations         6 

3. Performance           6 

4. Looking Forward          7 

 

C) Exports            9 
 

1. Composition           9 

2. Destinations         12 

3. Performance         12 

4. Challenges         15 

a. Technological Progress      15 

b. Labor Force        15 

c. Quality Certifications and Standards    15 

d. Cost of Doing Business      16 

e. Trade Policy        17 

5. Looking Forward        17 

 
 

 
 
 
 
 
 



    

 3 

 
Pakistan’s Trade: Composition, Performance and Outlook 
 

Introduction 
 
Pakistan’s macroeconomic stability is hanging by a thread and part of the reason for 
this includes a massive current account deficit of $14 billion in the first ten months 
of the current fiscal year, from July 2017 to April 2018. This is in contrast to the 
$9.35 billion deficit figure in the corresponding period of the preceding year, an 
alarming jump of about 50%. One of the main factors contributing to this situation is 
the sharp widening of our trade deficit, which increased from $24.098 billion to 
$29.218 billion over the same period, an increase of about 21.25%. While it is no 
secret that Pakistan has been a trade deficit country ever since its inception, it is the 
widening of that deficit, over the last decade and a half in general, and the last few 
years in particular, that serves as a cause of concern and prompts us to wonder why. 
A detailed look at our import and export portfolios, their performance, and the 
challenges facing the country in those areas would help us appreciate the policy 
directions that these sectors are in dire need of. 
 

Imports 
 
 Summary FY15 % 

Share 
FY16 %    

Share 
FY17 % 

Share 

Import 
Payments 

41,48
6 

100 40,364 100 47,278 100 

A Food 4,624 11.15 4,600 11.39 5,417 11.46 

B Machinery 5,693 13.72 7,097 17.58 7,410 15.67 

C Transport 1,962 4.73 1,861 4.61 2,643 5.59 

D Petroleum 12,34
4 

29.75 8,360 20.71 10,607 22.43 

E Textile 2,410 5.81 3,155 7.81 3,589 7.59 

F Agri. & 
Other 
Chemical 

6,699 16.15 6,715 16.64 7,123 15.06 

G Metal 3,247 7.82 3,663 9.07 3,674 7.77 

H Miscellaneo
us 

944 2.28 999 2.48 1,196 2.53 

I All Others 3,563 8.59 3,914 9.70 5,620 11.89 

Source: State Bank of Pakistan 
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Import Composition FY 2017

 
Source: State Bank of Pakistan 
 
Data from the State Bank of Pakistan shows that Food, Machinery, Petroleum, 
Textile, Agriculture related/Other Chemicals, and Metals constitute the major 
categories within our import portfolio. Import of Petroleum has been our largest 
constituent in the Fiscal year 2017 with a share of 22%, followed by Machinery at 
16%, Agriculture related and Other Chemicals at 15%, Food at 11%, Metal at 7.7%, 
Textile at 7.6%, and Transport at 6%. 
 
Petroleum Group is primarily characterized by Petroleum products, followed by 
Crude petroleum and Liquefied Natural gas.  Electrical Machinery and Apparatus 
along with power generating machinery (including nuclear reactors and boilers) is 
the most imported within the Machinery category, followed by Telecom, and 
Textiles related machinery. Vegetable products and Animal or Vegetable fats, oils 
and waxes dominate imports within the Food Group of which Palm oil and Tea are 
two large components. Cotton, Man-made filaments and Man-made staple fibers 
make up the largest share of imports within the textile group. Iron and Steel, along 
with its associated scrap material, makes up nearly all of the imports in the Metal 
group, followed by imports of aluminum. Imports within the transport group are 
characterized by imports of Road motor vehicles (Motor cars, Motor cycles, Buses, 
Trucks and Other Heavy vehicle) as the category leader followed by imports of 
aircraft, ships and boats. Within the import of Road vehicles, import of Completely 
Knock Down Units (CKD), that is, a kit of unassembled parts, leads the category, 
followed by imports of Completely Built Units (CBU). Within the Agriculture related 
and Other Chemicals Category, Plastic materials comprise the majority share, 
followed by Medicinal products and Manufactured Fertilizer respectively. 
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Pakistan’s Top Ten Imports (July-April 2018) 

  
Item 

Value 
US $ 

Million 

% of Total 
Imports 

1 Mineral Fuels, Oils and Distillation Products 12,025 27 

2 Nuclear Reactors, Boilers, Machinery and Appliance 3,923 9 

3 Electrical Machinery and Equipment 2,959 7 

4 Iron and Steel 2,762 6 

5 Organic Chemicals 2,084 5 

6 Plastics 1,890 4 

7 Animal or Vegetable Fats, Oils and Waxes 1,778 4 

8 Vehicles other than railway/tramway rolling stock 1,865 4 

9 Cotton 1,305 3 

10 Oil Seeds 1,097 2 

 Total 31,688 71 

Source: State Bank of Pakistan 
 
From the table above, it can be seen that the top ten imported items make up about 
71% of our total imported goods in the first ten months of the current fiscal year. 
Mineral Fuels, Oils and Distillation products comprised the largest share of our total 
imports at 27%, followed by nuclear reactors, boilers, machinery and appliances, 
along with electrical machinery and equipment. These are by and large a result of 
CPEC related activities that require added energy inputs due to our enhanced 
energy generation capacity as well as capital goods that are required for the set up 
of power generation and infrastructural projects. 
 

 Summary 10MFY17 % 10MFY18 % 

Import Payments 37,934 100 44,230 100 

A Food 4,458 11.75 4,539 10.26 

B Machinery 5,945 15.67 7,198 16.27 

C Transport 2,066 5.45 2,492 5.63 

D Petroleum 8,641 22.78 11,023 24.92 

E Textile 2,842 7.49 3,287 7.43 

F Agri. & Other 
Chemical 

5,781 15.24 6,715 15.18 

G Metal 2,962 7.81 3,919 8.86 

H Miscellaneous 984 2.59 1059 2.39 

I All Others 4,255 11.21 3,997 9.04 

Source: State Bank of Pakistan 
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From July to April 2018, as a percentage of our total import in goods, the share of 
Food Group has decreased by about 1.5% over the same period last year, while that 
of Machinery, Petroleum, and Metals has increased by 0.6%, 2.14%, and 1.05% 
respectively. These growth levels within the above specified groups are consistent 
with the ramp up in our economic activity and the demand generated within these 
groups due to CPEC related projects. 
 
Import Destinations 
 
Top 10 Sources of Import (July-April 2018) 
 

 Country Value US $Million % Total 
Imports 

% Growth 
FY16-17 

% Growth 
10M FY17-18 

1 China 9,323 21.08 14.2 18.76 

2 UAE 7,182 16.24 13.72 30.25 

3 Singapore 3,833 8.67 29.86 18.10 

4 Saudi Arabia 2,519 5.69 10.03 39.69 

5 US 1,637 3.70 42.02 -0.73 

6 Japan 1,567 3.54 21.34 9.42 

7 India 1,482 3.35 -6.67 14.78 

8 Netherlands 940 2.13 17.96 57.67 

9 Kuwait 935 2.11 4.08 -4.94 

10 Germany 898 2.03 12.90 2.86 

 Total 30,316 68.54 - - 

Source: State Bank of Pakistan 
 
Top ten export sources of Pakistan account for close to 70% of its total import in 
goods and the major share among these are held by China, UAE, Singapore and Saudi 
Arabia, which together account for over half of our total imports. 
 
Import Performance 
 
Period FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 10MFY18 10MFY17 

Import of 
Goods 
(BOP) 

31,209 35,872 40,461 40,157 41,668 41,280 41,255 48,683 45,560 38,912 

Import of 
Services 

6,919 7,708 8,227 8,288 7,995 8,843 8,865 9,894 8,530 8,026 

Import of 
Goods 
and 
Services 

38,128 43,580 48,688 48,445 49,663 50,123 50,120 58,577 54,090 46,938 

Source: State Bank of Pakistan 
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Source: State Bank of Pakistan (USD Million) 
 

Source: State Bank of Pakistan 
 
Pakistan’s total imports of goods and services were up by 15.2% in the first ten 
months of the current fiscal year, rising from US $46,938 million during FY2017 
(July-April) to US $54,090 million in the corresponding period of current fiscal year. 
More specifically, import of goods increased by 17.1% rising from US $38,912 
million to US $45,560 million, showing an increase of US $6,648 million in absolute 
terms for the same period. To slow down the growth in imports, the government has 
enacted several measures including the imposition of additional regulatory duties 
on hundreds of items, as well as currency devaluations of about 10% in the current 
fiscal year. Despite those measures, imports have still grown this year, largely due to 
an increase in commodity prices, particularly oil, which constitutes a major share in 
Pakistan’s import portfolio. Part of the problem for Pakistan has been a multi-year 
consumer boom accompanied by huge imports of Chinese machinery for CPEC 
projects, as well as mounting oil prices, which played a significant role in the 
widening of our trade deficits. 
 
Looking Forward 
 
Project financing from China is expected to reduce in the coming fiscal year 2018-19 
as a result of completion of work on some major China Pakistan Economic Corridor 
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Projects, along with slow progress on some other schemes. For the most part, this 
should reduce the growth levels associated with our imports of machinery in the 
coming fiscal year. However, machinery imports is not the only growing component 
of our import portfolio. Non-machinery groups have similarly witnessed a growing 
trend as can be seen in the table below. 
 

 Summary Growth FY16 Growth FY17 Growth 10MFY18 
– 10MFY17 

    
A Food -0.52 17.76 1.82 

B Machinery 24.66 4.41 21.08 

C Transport -5.15 42.02 20.62 

D Petroleum -32.27 26.88 27.57 

E Textile 30.91 13.76 15.66 

F Agri. & Other 
Chemical 

0.24 6.08 16.16 

G Metal 12.81 0.30 32.31 

H Miscellaneous 5.83 19.72 7.62 

I All Others 9.85 43.59 -6.06 

Source: State Bank of Pakistan 
 
Import of Metals, which constitute close to 9% of our imported goods, has been 
continuously growing owing to CPEC related projects, increasing by 32.31% in the 
ten months of the current fiscal year, compared to the corresponding period of the 
last year. With CPEC phase 1 nearing completion, phase 2 is likely to require 
continuous growth in our Metal imports, specifically iron and steel. 
 
More importantly, Non-CPEC related imports have also been witnessing significant 
growth in recent years. Transport group for instance, which constitutes 5.6% of our 
imported goods, has seen double-digit growth from 2016 to 2017 as well as in the 
ten months of the current fiscal compared to the corresponding period of the 
preceding year. In the same manner, imports of textile, which constitute 7.4% of our 
imported goods, have been growing steadily showing double-digit growth during 
2015-16, 2016-17 and 10M2017-18. Likewise, agriculture related and other 
chemical imports grew by 6.08% in 2016-17 and 16.16% in the 10M2017-18. Only 
imports of Food Group have shown a marginal growth of 1.8% in 10M2017-18 after 
having grown by 17.8% in the fiscal year 2017. These growth rates are the result of 
a growing economy, along with a relatively overvalued currency in those years 
rendering our imports cheaper to consume and our import substituting industries 
unable to compete with those cheaper imports. The most recent currency 
depreciation of the current fiscal year would help curtail some of the import growth 
witnessed in these sectors. 
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Imports of petroleum products, which constitute close to a quarter of our imported 
goods, are however, unlikely to subside as the added power generation capacity and 
demand for transport fuels are likely to weigh in. According to the Pakistan Oil 
Report 2016-17 prepared by Oil Companies’ Advisory Council (OCAC), total 
estimated demand of petroleum products is around 29.6 million tons for the fiscal 
year 2017-18 and is expected to reach 55 million tons by 2030. This trend is 
therefore going to lead to higher imports and pressure on the country’s ports. It 
should however be noted that the significant increase in oil prices in the current 
fiscal year that has added to our escalating import payments may somewhat subside 
if OPEC and non OPEC output is increased following the Vienna Convention on June 
22nd, close to the end of the current fiscal year. In the event that output does 
increase and oil prices fall subsequently, it may give us some breathing space on our 
import payments but it remains unlikely that the import pressure is going to reduce 
owing to demand side pressure that must cater to a growing economy. 
 

Exports 
 
Data from the State Bank of Pakistan on exports by commodities exhibits the narrow 
export base of the country where a few primary commodities account for the largest 
non-debt foreign exchange inflows into the country. 
 

 Summary FY15 % FY16 % FY17 % 

Total Export 
Receipts 

24,613 100 21,817 100 21,362 100 

A Food Group 4,402 18 3,722 17 3,618 17 

B Textile Group 13,540 55 12,756 59 12,457 58 

C Petroleum 
Group 

921 4 450 2 411 2 

D Other 
Manufacture 

4,410 18 3,805 17 3,658 17 

E All Others 1,340 5 1084 5 1218 6 

Source: State Bank of Pakistan 
 
Textile products account for the largest share of exports, comprising 58% of our 
total exports in the fiscal year 2016-2017, followed by Food and Other 
Manufacturing products at 18% each. Within the Food Group, export of Rice holds 
the majority share, followed by Fish and Fruits. Within Textiles, export of 
Readymade Garments, Knitwear, Bed Wear, Cotton Cloth and Cotton Yarn dominate 
the category. In the same manner, exports of Chemical and Pharmaceutical 
Products, Sports Goods (primarily Footballs and Gloves), Tanned Leather and 
Leather Manufactures like leather garments and gloves comprise the major share of 
the Other Manufactured Goods category. 
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Share Composition FY-17     

 
 

 
 

Source: State Bank of Pakistan 
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Exports of Rice, Fish, and Fruits 
comprise 59% of the exports 
within the Food Group, which 
itself accounts for 17% of the 
total exports. Together, these 3 
items make up 10.6% of our 
total exports. 

 
 
Exports of Readymade 
Garments, Knitwear, Bed 
wear, Cotton Cloth and Cotton 
Yarn comprise 81% of the 
exports within the Textiles 
Group, which itself accounts 
for 58% of the total exports. 
Together, these 5 items make 
up 47% of our total exports. 

 
Exports of Chemical and 
Pharmaceuticals, Sports Goods, 
Tanned Leather and Leather 
Manufactures comprise 71% of 
the exports within the Other 
Manufacturing Group, which 
itself accounts for 17% of the 
total exports. Together, these 4 
items make up 12% of our total 
exports. 
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Together, these 12 items in the 3 categories of exports comprise about 69% of our 
total exports, highlighting Pakistan’s over reliance on primary resource-based 
exports and the vulnerability of the country’s export portfolio to volatility in export 
prices. When commodity prices were down, exports were declining, as can be seen 
by the negative growth in FY14, FY15 and FY 16. The opposite happens when 
commodity prices are on the rise, as can be seen by the 8.9% growth in exports in 
the 10 months of this fiscal year up to April 2018 compared to the corresponding 
period of last year. 
 
Global Imports 2017 
 

 
Global Imports 

 
Value (USD Million) 

 
Percent Share 

Electrical machinery and equipment and parts thereof; sound 
recorders and reproducers, television image and sound 
recorders and reproducers, and parts and accessories of such 
articles 

 
 

2,735,925 

 
 

15.4% 

Machinery, mechanical appliances, nuclear reactors, boilers; 
parts thereof 

 
2,133,445 

 
12% 

Mineral fuels, mineral oils and products of their distillation; 
bituminous substances; mineral waxes 

 
2,018,088 

 
11.4% 

Vehicles other than railway or tramway rolling stock, and 
parts and accessories thereof 

 
1,456,006 

 
8.2% 

Plastics and articles thereof 605,018 3.4% 

Optical, photographic, cinematographic, measuring, checking, 
precision, medical or surgical instruments and apparatus; 
parts and accessories thereof 

572,815 3.2% 

Pharmaceutical products 564,538 3.2% 

Others 7,632,358 43.2% 

Total 17,718,193 100% 

Sources: ITC calculations based on UN COMTRADE and ITC statistics. (Trade Map) 

 
Where Pakistan relies on primary resource-based products towards its export goals, 
data from International Trade Center on global imports reveals how the most 
demanded products in the global trade mix are mostly technology oriented. The 8 
categories of products mentioned above account for over half of all the global trade 
in goods, 56.8% to be precise. While it is imperative that Pakistan’s existing 
potential in its leading export sectors be harnessed and developed for further export 
competitiveness, it is also advisable that our government starts considering some 
technological orientation in its export mix, in line with global demands, if it is to 
target export growth over and beyond those occurring due to price fluctuations 
alone. 
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Export Destinations 
 
Largest Export Destinations: July-March 2018 

Countries Export Receipts of Goods 
(USD Million) 

Percentage Share 

US 2,849 15.9% 

UK 1,323 7.4% 

China 1,293 7.2% 

Afghanistan 1,157 6.46% 

Germany 1,023 5.7% 

U.A.E Dubai 8,31 4.6% 

Spain 7,10 4.0% 

Netherlands 5,67 3.2% 

Italy 5,53 3.1% 

Others 7,596 42.4% 

Total 17,902 100% 

Source: State Bank of Pakistan 
 
The bulk of our exports are targeted towards the North American and European 
markets, followed by members of the Gulf Cooperation Council (GCC). A total of 9 
countries shown in the table above make up about 57.6% of our total export 
receipts. US, is by far, our largest consumer of exports, followed by UK, China, and 
Afghanistan. Ironically, only 2 of these 9 countries are our regional neighbors, with 
Iran, Sri Lanka, Bangladesh, India and Turkey nowhere close to these levels despite 
the closer proximity. This illustrates the relative ineffectiveness of our regional 
trade partnerships that have contributed little towards our market diversification. 
Likewise, Pakistan appears to be under exporting to fast growing emerging 
economies like the Central Asian Republics or Africa, as well as other countries like 
Japan, France, Republic of Korea, and India, for example, based on their share in 
global imports. 

 
Export Performance 
 
Period FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 10MFY18 10MFY17 

Export of 
Goods 
(BOP) 

19,673 25,355 24,696 24,802 25,078 24,090 21,972 22,003 20,558 18,141 

Export of 
Services 

5,229 5,768 5,035 6,724 5,345 5,878 5,459 5,555 4,314 4,699 

Export of 
Goods 
and 
Services 

24,902 31,124 29,731 31,526 30,423 29,968 27,431 27,558 24,872 22,840 
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Source: State Bank of Pakistan (USD Million) 
 
 

 
Source: State Bank of Pakistan 
 
Since the turn of the decade, the largest growth recorded in exports of goods and 
services was in the fiscal year 2010-2011, a growth of about 25%. What may have 
appeared as a significant improvement in our export potential, was in fact a 
temporary outburst in response to the spike in international commodity prices, 
particularly that of cotton on which the majority of our export sector is reliant. After 
that period, exports have been declining on average. As illustrated in the chart 
above, exports have been showing negative growth over the last few years, mainly 
fiscal years 2013-2014, 2014-2015 and 2015-2016. This decline in the value of 
exports has been attributed largely to the slowdown in global demand and the 
consequent falling of commodity prices. Although the fiscal year 2016-2017 saw 
positive growth for the first time in the last 4 fiscal years, it was only a marginal 
growth of 0.5%. A more recent comparison of the value of exports from July-April 
2018 with the value of exports aggregated from July-April 2017 reveal positive 
exports growth of about 8.9% in these 10 months of the current fiscal year 2017-
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2018. Predictably, this growth coincides with the recent pick up of global 
commodity prices and has also been influenced by the recent currency devaluations.  
 
Hence, while it may seem like our exports have grown based on our export receipts, 
those are in fact largely a function of price fluctuations rather than a meaningful 
change in our export output. According to data from the International Trade 
Center’s Trade Map, our share in global exports as of 2017 is 0.13%, the same level 
as it was in the year 2008, shedding light on the fact that our relative export 
performance has largely been stagnant, if not diminishing. Our regional neighbors 
Iran, China, India and even Bangladesh fare better than us as far as exports our 
concerned. From its share of 0.097% in 2008, Bangladesh’s share in global exports 
has increased to 0.23% by 2017 as the country has shown to be our biggest 
competitor in the textile sector, along with Vietnam, who’s share has also increased 
from 0.39% in 2008 to 1.42% by 2017. 
 
Prior to the current fiscal year, expensive and scanty power supplies coupled with 
the volatile security situation in Pakistan kept the value of exports tumbling to new 
lows. One of the key factors hampering our competitiveness on the global arena has 
been the bottleneck in transport owing to the absence of critical infrastructure in 
the recent past, raising costs of transport for businesses. However, with CPEC-
related infrastructural developments coming ahead, this issue will for the most part 
be taken care of. 
 
While those issues may have somewhat abated in recent years, it goes without 
saying that the fundamental factors hampering our export competitiveness are far 
from recourse. Higher relative inflation renders our domestic products less 
competitive with respect to our regional neighbors and while labor may be cheap, 
labor productivity is particularly low owing to the flimsy educational and 
technological standards in the economy in general. Load shedding is still draining 
our production potential; bureaucracy and red tape slow the wheels of progress 
while systematic and endemic corruption add to the costs of doing business. 
According to the latest World Bank annual ratings, Pakistan is ranked 147 among 
190 economies in the Ease of Doing Business Index, deteriorating even further from 
its rank of 144 in 2016. With the exception of Bangladesh, Pakistan fared poor than 
most of its regional neighbors with China ranked at 78, India at 100, Nepal at 105, 
and Sri Lanka at 111. State policies add little to the cause of promoting export 
competitiveness. For instance, over reliance on import tariffs as a revenue-
maximization tool instead of a trade policy instrument has been rendering our 
domestic products relatively more expensive owing to their dependence on 
imported raw materials and machinery. Likewise, ineffective regional trade 
partnerships have borne little fruit to our export sector. It is no surprise then that 
Pakistan also ranked 115 out of the 137 countries ranked in the 2017-2018 edition 
of the Global Competitiveness Report published by the World Economic Forum. 
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Challenges Facing the Export Industry 
 
1. Technological Progress 
 
Pakistan’s stagnant world market share and the loss of share in important industries 
to its export competitors namely Bangladesh and Vietnam is associated with a lack 
of technological progress within our domestic industries, that render our products 
more costly and lagging in the time it takes to produce with respect to our 
competitors. The manufacturing sector in particular has for the most part of our 
history been protected from foreign competition but has failed to emerge as a 
competitive industry. The automobile industry, for example, is a case in point. 
 
Lack of awareness regarding the technological needs and capacity of our domestic 
industry calls for greater links between academia, research institutions and 
industrial associations. These links should be oriented towards development efforts 
with respect to superior industrial products and processes that either target quality 
improvement or cost reductions. According to World Bank estimates, Research and 
Development as a percentage of GDP fell from 0.63% in 2007 to 0.25% in 2015. 
Strengthening of industry focused research and development activities, therefore, 
needs to be one of the top priorities of the incoming government if it is to give our 
export sector a fair chance at competing and consequently, growing. 
 
2. Labor Force 
 
In the Global Competitiveness Ranking 2017-2018, Pakistan ranked 120 on the 
higher education and training index, behind both Bangladesh at 117 and Vietnam at 
84, as well as its immediate neighbors India at 75, Iran at 51 and China at 47. Skilled 
labor is important when it comes to the handling of technological intensive 
processes but Pakistan’s labor force remains overwhelmingly unskilled and 
untrained. Inadequate institutional training and low quality of education are the 
primary reasons for the deficiencies in our human resources that ultimately render 
our domestic industries uncompetitive on the global landscape. This, along with low 
research and development efforts, is also the reason our export portfolio is 
comprised of mostly low value added products, instead of the technologically 
intensive goods that are in high demand across the world. A consistent commitment 
towards relevant technical and general education is required on the part of the 
government in collaboration with industrial associations that focuses on skill up 
gradation, on-the-job training and dissemination of new knowledge and techniques 
to give our labor productivity a much needed boost. 
 
3. Quality Certifications and Standards 
 
Strict quality and compliance requirements are the norm for importing nations, 
particularly the developed economies, that are increasingly concerned with social 
and environmental conditions in the exporting nations to ascertain if the products 
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originated there are the result of best business practices. Issues such as child labor 
practices, gender imbalances in the workforce, usage of green technologies, 
consumer information, labor safety and existence of factors such as bonded labor in 
the production chain, impact the reputation of the exporting nation along with the 
results of conformity assessment procedures that exporting firms are expected to 
comply with. More specifically, exporters in Pakistan have to comply with the 
Technical Barriers to Trade (TBT) Agreement of the World Trade Organization, as 
well as Sanitary and Phytosanitary Measures Agreement (SPS). Lack of awareness 
and compliance capacity of small and medium enterprises (SMEs) restricts the 
placement of orders for high quality products and is the reason why Pakistani 
products are considered low quality in the international arena. Awareness and 
capacity development along these lines would help prevent post arrival inspection 
hurdles that often lead to delays and even cancellation of orders in cases of non-
compliance. 
 
4. Cost of Doing Business 
 
It is no secret that Pakistan has been facing severe energy shortages due to a lack of 
domestic capacity to meet our energy demands, translating into substantial output 
losses in various sectors of our economy. In World Economic Forum’s Global 
Competitiveness Report 2017-2018, Pakistan ranked 115 on the Quality of 
Electricity Supply Index, behind all its major competitors, with India at 80, Vietnam 
at 90, and Bangladesh at 101. Although our rank has improved over the past few 
years owning to CPEC related energy projects, it is still far behind our regional 
competitors. As a result, electricity tariffs charged to our domestic industries are 
considerably higher than our competitors, increasing our costs of doing business 
and leaving our products more costly in comparison to our neighbors and 
competitors. Power projects under the CPEC umbrella are expected to continue and 
contribute towards increasing our export competitiveness but managing the 
ultimate costs of energy tariffs in the years to come should be a challenge for the 
new government to come. 
 
Additionally, limited access to loans and relatively higher financial costs for those 
loans further adds to a comparatively higher cost of doing business in Pakistan. The 
country ranked 88 on the Ease of Access to Loans in the Global Competitiveness 
Report 2017-2018, again behind Bangladesh at 85, Vietnam at 69, and India at 35. 
Pakistan did fare better than Bangladesh on the Affordability of Financial Services 
rankings but remained behind Vietnam and India. Hence, access to financing needs 
to be enhanced, particularly for small and medium enterprises, if they are to grow 
and contribute to our export growth. Not only that, those loans need to be 
comparatively cheaper in order to prevent burdening of our export oriented 
industries. Provision of institutional credit to SMEs therefore needs to be on the top 
agenda of the government. The challenge thus for the new government would be to 
devise mechanisms that reduce risks for commercial banks so that they are more 
readily interested in financing our export industries. Towards that goal, collateral 
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and bankruptcy laws should be revisited for potential improvements and the 
government in its part must provide sector oriented and time bound fiscal 
concessions as well. 
 
5. Trade Policy 
 
Pakistan’s trade policy lacks coordination with other related policies and often takes 
a backseat with respect to revenue generation goals. According to the Fiscal Policy 
Statement 2017-2018, the share of customs duty collection in total taxes collected 
by the FBR jumped from 13% in 2016 to 15% in 2017. According to the Ministry of 
Finance, this further went up to 16.35% in the first nine months of the current fiscal 
year. The main reason for this substantial increase in customs duty collection was 
the levy of regulatory duty on hundreds of tariff lines. While the stated objective for 
imposition of excessive duties is to curb imports, it is mostly believed to be a 
revenue maximization tool of the federal government, which is probably why it is 
the FBR, instead of the Commerce ministry that stays in the driving seat on 
decisions regarding import tariffs. Imposition of new customs duties, regulatory 
duties and tariff increments every year is contrary to our stated goals of trade 
liberalization of which tariff liberalization is a key component. High and excessive 
tariffs render our exports more expensive and thus uncompetitive since a lot of 
value-added exports depend on imported raw materials, intermediate goods and 
machinery. 
 
Looking Forward 
 
The current government in its Strategic Trade Police Framework (STPF) 2015-18 
aimed at improving exports to an annual figure of US$ 35 Billion by the end of 
current fiscal year, that is June 30th 2018. However, up to April 2018, total exports in 
goods stood at $20.56 billion while exports in services came out to $4.31 billion 
reaching an aggregate figure of $24.87 billion compared to $22.84 billion in the 
corresponding period of last year. While total exports are growing, at the expected 
growth rate of 8.9% (10MFY18 – 10MFY17), exports will reach only about $29.49 
billion, above the export value of $27.56 billion in Fiscal year 2017 but far below the 
target of $35 billion. It should however be noted that the monthly growth rates of 
export goods in the current fiscal year have varied within a range of -16.8% in 
September 2017 to 15.2% in August 2017. Similarly, monthly growth rates for 
export in services have varied between -21.2% in January 2018 and 26.3% in 
December 2017. Based on these ranges, total exports are likely to fall between $28.9 
and $31.8 billion by the end of the current fiscal year. 
 
Although exports are showing signs of growth, they are largely driven by a price 
effect than a quantum boost. Market diversification, together with product 
diversification is direly needed if our reliance on price fluctuations is to be reduced. 
On the same note, if we are to have an output-based improvement in our export 
sector, we need a convergence of domestic and international product standards, 
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along with enhanced market access. To that end, the new government would have to 
renegotiate all those trade agreements at the multilateral, regional and bilateral 
level that are causing our massive trade deficits.  At the same time, increasing our 
competitiveness on the export front requires investments in quality infrastructure, 
education, research, technological up gradations, and finally access to utilities. It 
would be up to the new government now to preside over our export situation and 
come up with a policy environment that is conducive to export growths on a 
quantum basis. Such a policy environment would have to take into account all the 
relevant macroeconomic factors, including monetary policy, tariff and tax regime, 
protections given to existing and nascent industries, along with the growth of small 
and medium enterprises (SMEs) to arrive at industrial policies that are in line with 
our realistic export targets, unlike the impractical target of $150 billion in exports 
set out by the existing government in their Vision 2025. 
 
With CPEC at the center of China’s One Belt One Road Initiative, Pakistan now 
stands at a critical juncture where actions in the right direction may set the future 
course of our existing economic struggles into economic junctions transcending 
national boundaries. With the likely transformation of Pakistan into a transit trade 
hub, it would certainly be in its best interests if it capitalized upon this new era of 
regional integration by making efforts to bring its export industry at par with the 
rest of the region. 
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