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SUMMARY OBSERVATIONS

1. Pakistan s economy has grown steadily
over the past decades, despite the constraint of
a relatively weak- infrastructure. Nevertheless,
in the 1980s, a number ofstructural weaknesses
undermed the sustainability of growth and
heightened Pakistan 's vulnerability to external
shocks. To address these constraints and attain
stable. sustainedgrowth withfinancialstability,
Pakistan initialled a comprehensive
macroeconomic and structural reform
programme. including measures to liberalize
both domestic activity and thepayments system,

2. Since the introduction of this
programme. Pakistan. has made .substantial steps
towards greater reliance on marketforces and
opening its economy to the outside world. The
levels oftariffand non-tarifprotection, and of
state intervention in trade, have been reduced
significantly. This new direction is in sharp
contrast with Pakistans previous economic
policie.. which were characterized by import-
substitution and widespread state intervention
in economic life.

3. The beginning ofthe reform process was
accompanied by increasing domestic and
external imbalances. The fiscal deficit widened
and domestic liquidity expanded, contributing
to higher inflation. The 1990-91 Middle East
crisis put additional pressure on Pakistan's
external current account position. In 1992/93,
Pakistan was affected by widespreadfloods and
plant diseases. The growth rate of GDP
declined to 2.3 per cent, exports stagnated, the
current account deficit widened to 7.1 per cent
of GDP and gross official exchange reserves
declined to a critically low level by mid-1993.
In 1993/94, in response to continuing domestic
and external imbalances, Pakistan intensified
as medium term (1993/94-1996/97) adjustment
and structural reforms. These are aimed at
sustaining annual economicgrowth atabout 7.0
per cent over the period 1993/94 to 1996/97;
reducing inflation to 6 per cent by the end of
theperiod: raising official reserves to overthree

months of imports; and reducing the burden of
domestic and external debt.

(1) Pakistan in World Trade

4. Largely as a consequence ofthe inward-
looking tradepolicy that Pakistan followeduntil
recently, the country s participation in world
trade is very smell (0.2 per cent in 1992). The
share of merchandise exports in GDP was
13 pet cent in 1992/93, while that of
merchandise imports was 19 per cent. Intra-
industry trade (llT) rates calculated for the
period 1990-92 indicate a low and even
declining level of llT, reflecting once again the
isolated and protected nature of Pakistan 's
economy.

5. A particular feature of Pakistan's
exports is the heavy dependence on products
belonging to the cotton group. Cotton and
cotton based manufactures account for about
60 per cent of merc/zandise exports. Other
significant exports include leatherproduicts, rice,
fish and carpets. The highlv concentrated export
structure has mode the country's trade
vulnerable to external distortions and
restrictions, and in particular to restraints under
the MFA. Machinery, chemicals, petroleum and
petroleum products, transport equipment and
edible ails are the major import items; since
1980, the share of machinery, automotive
products, telecommunication apparatus and
office machinery has increased rapidly.

6. Pakistan's largest trading partner in
both exports and imports is the European Union,
with a share of close to 30 per cent, followed
by the United States, Japan and Hong Kong.
Theshares ofNorthAmerica andAsia in exports
has increased in recent years, while those of
eastern. Europe, the republics of the former
Soviet Union and the Middle East have declined.
In the lastfewyears, the shares ofimportsfrom
Asia and the Middle East have increased, while
those of North America have fallen.
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(2) Institutional Framework

7. Te Islamnie Republic of Pakistan lias
federal structure cormiposed offourprovinces,
thefederal capital and the "tribal areas" under
federal administration. Pakistan is a
parliamentary democracy under its 1973
Constitution. 77Te President. Whomust be a
Muslim, is the head of State and represents the
unity of the Republic; he or she is elected at
a joint sitting of the Federal Legislature for a
term offive years.

8. 77Te Federal Legislature consists of a
lower and upper house. The lower house, the
National Assembly, contains 307 members
elected directly plus ten members who represent
minorities; the term of election is five years.
The upper house, the Senate, has 87 members
who serve for six years. Matters on the Federal
Legislative List are under the exclusive authority
ofthe Federal legislature. In respect ofmatters
on ConcurrentLegislativeList, both theFederal
Legislature and the provincial assemblies have
the right to legislate. Matters not referred to
in either list. may be subject to laws made by
a provincial assembly; however, whenever any
provision of an act of a provisional assembly
contradicts an Act of Parliament, the
corresponding provisions of the act of the
provincial assembly are void. lt is the
understanding of the Secretariat that trade
matters are under the legislative authority ofthe
FederalLegislature. Money bills mustoriginate
in the National Assembly; other bills may
originate in either house of the Federal
Legislature. A bill must be passed by both
houses and then be approved by the President.
The Council of Common Interest, which is
responsible to the Federal Legislature, provides
a forum for decision on matters of mutual
interest for both the provinces and the Federal
authorities.

9. The Prime Minister, who is the head
of the Federal Government, is elected by the
National Assembly. The formulation of trade
policy is under the exclusivejurisdiction of the
Federal Governmen. Within the Government,

the Ministry ofCommerce is responsiblefor all
trade policy matters. The implementation of
tradepolicy, beyond the Ministry ofCommerce.
is the task ofthe Central Board ofRevenue and
Customs. Other agencies with trade-related
powers include the Ministries of Finance and
Economic Affairs; Food, Agriculture and
Cooperatives; Industries; Petroleum and
Natural Resources: Planning andDevelopment:
the State Bank of Pakistan; and the Pakistan
Standards Institute.

10. The authorities enjoy wide discretionary
powers, especially in tariff and tax-related
matters, where a number of administrative
decisions give exemptions and concessionsfrom
general rules in respect ofa number ofspecific
items or traders.

11. The National Economic Council (NEC),
headed by the prime Minister, is the supreme
economic policy making body. The NEC reviews
overall economic conditions and approves all
major economic and social plans. The
Economic Coordination Committee of the
Cabinet (ECC), headed by the Federal Minister
of Finance, deals with day-to-day matters and
coordinates the economic policies initiated by
government agencies.

12. The National TariffCommission advises
the Government on tariffprotection and other
forms of assistance. To interact with other
ministries and theprivate sector in tradepoiicy
matters, the Ministy of Commerce has set up
an Advisory Council, in which the private
sector is represented by the Federation of
Pakistan Chambers of Commerce and lndustry
and Regional Chambers Associations. In
Pakistan, all importers and exporters must be
members of a professional trade, commercial
or industrial association.

(3) Trade Policy Features and Trends

13. Pakistan s economic and tradepolicies
are established in its indicativefive-yearplans.
The current Eighth Plan (1993-1998) projects
annual, average real GDP growth at 7 per
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cent, with planned annual average increase in

export volume ofnearly 11 per cent, principally
in higher value-added textileproducts, lightand

medium engineering goods and sport and

surgical goods. Other objectives of the plan

include limiting import growth to 5per centper

annum in real terms anda consequent reduction

ofthe current account deficitfromn 4.2 per cent

ofGDP in 1 992/93 to 2.4 per cent in 1 997/98.
T/le authorities expect this to be achieved,
inter alia, by increased domestic production of

consumer goods. Care will need to be taken

that the objectives are met by market forces

rather than by administrative means, including
border measures.

14. Pakistan's medium-termn trade policy
programmeinicludesfurtherliberalization ofthe
trade and exchange system. In theframework
of a three year tariff reform (1994/97), tariff

rates and other taxes on international trade will

be cut substantially and the number ofproducts
on t/le Negative List will be further reduced.

Import liberalization is expected to increase

competition between imports and domestic

production and contribute to more efficient
resource allocation and the development of a

more efficient export sector.

15. Pakistan is not a member of any free-
trade agreements. Tariffs are applied almost

exclusively on an m.f n. basis, although
preferences are extended on a relatively small

number of products to certain developing
countries in theframework ofthe GATT Protocol

relating to Trade Negotiations among
Developing Countries. Pakistan, together with

Iran and Turkey, is a member of the Economic

Cooperation Organization and grants a 10 per
cent duty reduction on 16 products.

16. The European Union and 15 other

trading partners grant GSP tariff treatment to

Pakistan 's exports. In 1992/93, 43 per cent of
Pakistan 's exports received preferential
treatment under GSP schemes. In this regard,
textiles and clothing are among the most

sensitive areas of GSP treatment, wholly or

partially excluded in a number of countries.

(i) Recent evolution

1 7. Pakistan has recognized that the high

protection given to the domestic economy has

insulated the countryfrom foreign competition,

generated a strong anti-export bias in resource

allocotion andincreasedinefficiency, wasteand

decline ofquality. As a result, Pakistan's export

structure has remained cver-concentrated on a

srnall number of agriculture-based products;

in more sophisticated product areas the

country 's export structure has been
internationally uncompetitive.

18. Recent trade-related reforms include the

reduction of the Negative Listfrom 300 tO 75
items between 1988 and 1994; a cut in the
average statutory tariff ratefrom 77 to 50 per

cent with further reduction to a maximum of

35 per cent vy 1997; the integration of "para-

tariffs" into the single tariff rate by mid-1994;
reduction, followed by elimination of import

licensing and the Restricted List; liberalization

of theforeign investment régime and abolition

of industrial licensing.

19. Pakistan was an active participant in

the Uruguay Round, with the major objective

ofstrengthening themultilateral trading system,
phasing out theMultifibreArrangement (MFA),

integrating the textile and clothing sector into

the GATT, bringing agriculture fully under
GATT disciplines and providing special and

differential treatment to developing countries and

the elaboration ofan "equitable agreementfor

trade in services ". Pakistan found the results
of the Uruguay Round discouragingn mainly
due to less than average tariffreductions in its
main export product areas and the slow speed
of the integration of the textile sector into the
GATr.

(ii) Type and incidence of trade police

instruments

20. Despite substantial tariffreductions in

recent years, Pakistan is still a high-tariff
economy. At present, the simple average of

statutory duty rates is 50 per cent with the

C/RM/S/50
Page xii



Pakistan C/RM/S/50
Page xiii

highest standard tariff rate of 70 per cent.
Tariffescalation is substantial in areas such as
food, textiles, leather, andpaper, petroleum.

21. In the 1994/95 Budget year, the 6 ,per
cent importfee, the 5 per cent Iqra surcharge
and regulatory duties have been integrated into
a single customs tariff. Nevertheless, the tarif
system is still not transparent, as numerous,
mostIy time-bound, exemptions and concessions
are applied under the system of Special
Regulatory Orders (S. R. Os). As a
consequence, different rates are frequently
applied to the same product and applied rates
are substantially lower than statutory duties.
The tariffreform programme, to be implemented
between 1994 and 1997 is expected to improve
the tariff structure not only through reducing
the still high taxes on international trade, but
also throughfurther simplification of the tariff
structure through elimination of most tariff
exemptions and concessions.

22. Pakistan had only a very small number
of tariff bindings before the Uruguay Round.
Under the Uruguay Round, the country is to
bind about 33per cent of its tarifflines, 81 per
cent of its tariffs in HS chapters 1-24
(94 per cent ofagriculturalproducts as defined
in the Uruguay Round) and 25 per cent of tariffs
in chapters 25-97.

23. Pakistan did not sign the Tokyo Round
Customs Valuation Code, due to its perceived
difficultuies implementing the "transaction
value' concept of the Code in circumstances
when false invoicing antd cheating on imports
constituted a serious problem. The valuation
of imported goods is made through comparing
declared values withpricespublished regularly
in the official Valuation Manual; this can
complicate customs clearance procedure and
Iead to a lack of transparency and greater
administrative discretion in the system.
Smuggling is substantial, partly due to high
tariffs. lt is expected that the implementation
of tariff reforms will lead to a decline of this
illegal activity. By accepting the results of the
Uruguay Round, Pakistan is committed to

adopting the valuation methods specified in the
Agreement.

24. UntiI recently. import prohibitions,
import licensing and other non-tariff measures
were extensively used to control import flows.
In the last several years, Pakistan has made
substantial progress in eliminating or reducing
non-tariffbarriers to trade. The number oftariff
lines included in the Negative List has been
reducedfrom 300 to 75 (whose importation is
prohibited, unless specifically authorized). The
scope of import licensing was reduced then
completely eliminated in 1993. The Import
Policy Order, 1994, has also abolished the
Restricted List, products on which were
importable only throughdesignated importers.
Until mid-1994, certain products (agricultural
tractors and some motor vehicles in CBU
condition) were subject to standardization
requirements, which meant that only some
specified makes were importable; this restriction
has also been abolished, as have import quotas
on machinery and millwork.

25. However, Pakistan still applies a
substantial number ofnon-tariffmeasures. The
Negative List includes not only products whose
import is bannedfor religious, health or safety
reasons, but also goods such as textile and
clothing items, which are restricted, as stated
by the authorities, for balance-of-payments
reasons. According to the Pakistani authorities,
items on the Negative List can be imported in
terms of the relevant provisions of the Import
Policy Order. fIowever, the Secretariat is not
aware of the country s practice in this respect
and it is not clear, given that import licensing
has been abolished, what instruments are used
to authorize imports of items which are on the
Negative List. Other non-tariffmeasures applied
to imports include various health, safety and
procedural requirements, motivated mainly by
safety, health and security considerations. All
imports from India are prohibited, unless
authorized by specific legislation.

26. The scope of State-trading has been
reduced substantially. Currently the Trading
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Corporation ofPakistan, does not seem to have
any exclusive or special trade privileges.
However, the state-owned Rice Market
Corporation andthe Cotton Export Corporation
still enjoy some inherited advantages over their
private competitors, despite the fact that they
do not enjoy exclusive trade rights.

27. Government procurement policies and
practices of Pakistan are notfully known to the
Secretariat. The relevant rules inforce clearly
favour domestic sources overforeign ones. The
authorities, however, state that recently the
practice has changed and no preferences are
given to local production.

28. Pakistan makes efforts to base its
standards on international norms. National
standards on a small number of items are
inferior to international norms due to the
domestic non-availability of the required
technology. Pakistan standards do not seem to
constitute a major impediment to trade.

29. A number of major competitive export
products ofthe country, such as raw cotton and
rice, are subject to export taxes, either for
revenue reasons or to serve as disincentive to
exporting raw materials. However, the scope
ofsuch taxes has been reduced in recent years.
Some agricultural products bear export
restrictions, to ensureadequate internalsupply.
Exports oftextiles and clothing to countries with
which Pakistan has concluded bilateral restraint
agreement under the MFA, are subject to export
quotas.

30. Pakistan provides export incentives
mainly in theform of compensation to exports
by duty and tax concessions, duty free status,
export processing zones and bonded
-warehousing. Import liberalization is considered
as the main vehicle for promoting exports and
diversifying the product structure. About half
of Pakistan 's exports benefitfrom concessionary
credits; although state subsidies are not
involved, the exportfinance system is designed
in a way that puts the burden ofsuch credits on
the non-export sector. Tax exemptions on

income originatingfrom exports are also widely
available.

31. During the first four decades of
Pakistan 's history, import-substituting
industrialization wasfinanced from resources
transferredfrom agriculture. Domestic prices
of'gricultural raw materials andfood were kept
lowand the urban population receivedgenerous
subsidies. In recent years, the degree of state
intervention has been reduced, agricultural
prices have been brought closer to world market
levels and revenue transferfrom agriculture to
industry has been diminished. Nevertheless,
available Producer Subsidy Equivalent
calculations, based on 1986-90 data, indicate
that PSEs were negative for Pakistan's major
export crops such as cotton and basmati rice.
Thisfact showed that government policies were
still biased against agriculture; input subsidies
to agricultural producers were more than offset
by the taxing effect ofother agriculture-related
policy instruments. The major goals of the
National Agricultural Policy, adopted in May
1991, include the establishmentofsocial equity,
self reliance, export orientation, sustainability
and enhanced productivity.

32. Pakistan places special emphasis on
industrialization. The Government gives
importance to private investment in high-
technology, value added and export industries;
supportfor industrial development include tax
concessions, exemption from customs duty,
import and monetary incentives. Development
ofengineering industries is supported by a non-
compulsory "deletion" programme, with
incentivesfor encouraging local content; once
an entrepreneur has agreed to a deletion
programme, fiscalpenalties can be imposedfor
non-compliance.

33. Policies affecting industry have changed
substantially since 1988. Over 100 enterprises
have been privatized and the degree of State
intervention in industrial matters has been
reduced. Industrial licensing has been
abolished, except ina small number sectors and
foreign investment policy has become more
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liberal. The insulation of Pakistan's industry
from the rest ofthe world has diminished, but
industry still remains protected by high tariffs
and some other measures.

(iii) Temporary measures

34. Although Pakistan's legislation
authorizes ani-dumping or countervailing duties.
no such measures have ever been imposed. To
date only one application for anti-dumping
action has been reviewed by the Commission,
on imports ofjute from Bangladesh. The full
implementation of thepresenttariffreforrn and
trade liberalization programme is likely to
expose a -nber of domestic producers to
external co npetition; that may bring an
increased number of applications for anti-
dumping or countervailing actions. Pakistan
is a signatory to both theAnti-Dumping and the
Subsidies Code.

35. Pakistan does flot have separate
safeguard legislation and it has never taken
safeguard actions.

(iv) New initiatives

36. Recently, the Government of Pakistan
has intensified the reforrn of its trade system
with the objective to enhance its effectiveness
and export capabilities through increased market
orientation and competition withforeign goods
and services. As noted, para-tariff measures
have been integrated into the customs duty and
at the end of the implementation of the tariff
reform programme in 1997, the highest tariff
rates will be reduced to 35 per cent and most
tarif concessions and exemptions will be phased
out. It is also expectedthat the number ofitems
on the Negative List will be reduced
substantially.

(4)
Partner

Trade Policies and Forei2n Tradinp.
Es

37. With its comprehensivemacroeconomic
and structural reform programme introduced
since 1988, Pakistan has made the first
substantial steps towards reversing the country's
inward-looking, isolationist policies and greater
integration into the world economy. These
reforms, if consistently implemented, and
accompaniedby appropriate macroeconomicand
social measures, will lead to more efficient
resource allocation, diversified economic
development and increased competitiveness of
Pakistan's economy on both domestic and
foreign markets.

38. Pakistan's trade measures are applied
basically on a non-discriminatory basis; it
signed the Tokyo Round codes with the exception
of the Customs Valuation and the Government
Procurement Codes. Under the Uruguay Round,
Pakistan has acceptedalltheMultilateral Trade
Agreements; however, the low proportion of
tariff rates bound by Pakistan, even after the
Uruguay Round, indicates that its growing
integration into the trading system currently
underway will continue to be graduaI.

39. Pakistan is a developing country, whose
economy is vulnerable to external trade barriers.
A particularfeature of Pakistan 's economy is
that its leading export product group, textiles
and clothing, has been subject to a restrictive
trade régime for decades. Pakistan has paid
a high price in terns of export losses for this
derogationfrom the GATT' discipline. For this
reason, Pakistan is deeply interested in the
integration of the textile sector, as export
opportunities in this product area have a direct
and substantial influence on the country's
economic growth. It is thus very important that
Pakistan's trading partners assume their
responsibilities through the ratification and
consistent implementation ofthe Uruguay Round
results, in establishing a favourable trading
environment that motivate Pakistan to continue
and deepen its trade reform and liberalization.
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I. THE ECONOMIC ENVIRONMENT

1. The Islamic Republic of Pakistan, a developing country situated in southern Asia, has been
an independent State since 1947.¹ It was created by the partition of the United Kingdom's former Indian
Empire into the two independent states of India and Pakistan. The partition was based predominantly
on religious considerations; Pakistan was inhabited mainly by Muslims while in the rest of the
subcontinent Hindus were in majority. Until 1971, Pakistan consisted of two parts, namely East and
West Pakistan. In March 1971, East Pakistan declared independence as the People's Republic of
Bangladesh.

(1) Major features of the Pakistan Economy

2. Pakistan has a population ofsome 124 million and overs a topographically diverse area of about
796,000 square kilometres (Table 1. 1). At 3 per cent a year, Pakistan's population growth rate is among
the highest in the world. Over 60 per cent of the population lives in rural areas, where the literacy
rate is about 27 per cent compared to 56 per cent in the urban areas. Government expenditure on
education in Pakistan is somewhat below the level recommended by the United Nations Educational,
Scientific and Cultural Organization (UNESCO) for developing countries, and skilled labour remains
in relatively short supply.2

3. Pakistan is rich in natural resources. Conditions tend to be favourable for agriculture, although
irrigation is necessary over large areas. There are substantial stocks of marine life, much of which
is commercially unexploited. Pakistan is endowed with a wide range of non-fuel mineraIs such as
lead, zinc, copper, iron ore, precious stones, salt, gypsum, rock phosphate, ceramic minerals, magnesite
and silica sand, rock salt and it has substantial coal, oil and natural gas resources.

4. Pakistan's economy has grown steadily over the past decades, despite the constraint of a relatively
weak infrastructure. Real GDP grew at an average rate of 6.7 per cent a year in the 1960s, at an annual
average of 4.8 per cent in the 1970's and at a yearly average rate of about 5.3 per cent in the decade
to 1993/1994 (Chart I. 1). During this latter period, real growth of agriculture averaged 3.9 per cent
a year; real value added in manufacturing grew at an annual average rate of 7.1 per cent and that
in services at an average of 5.9 per cent a year. With a high population growth rate, Pakistan's real
GDP per capita has grown at roughly half the rate of real GDP, averaging some 3 per cent in the five
years to 1993/94, in which year it amounted to the equivalent of about US$417.

'The initial parts of this Chapter draw on the The Europa World Year Book (1992), Volume II, Europa
Publications Limited, London.

2In 1992/1993, government outlays on education in Pakistan were in the order of 2.4 per cent of GNP,
compared to a UNESCO recommended 4 per cent for developing countries (Government of Pakistan (1993),
Economic Survey 1992-93).
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Table 1.1
Social and economic indicators"

____ 1989/90 1990/91 1991/92 1992193b 1993y94b ]

Population (millions) 110.4 1'3.9 117.4 !20.9 124.4

of which: Urban (per cent) 32.7 35.8 37.0 38.1 ...
Labour force (per cent) 31.8 31.8 33.0 34.0 35.0

Employment (per cent) 30.8 29.8 31.0 32.0 32.9

Birth rate (per 1000) 40.5 39.9 39.4 39.0 38.4

Life expectancy (years) ... 60.4 60.8 61.2 61.6

Female ... 60.1 60.5 60.9 61.6
Ma:e ... 60.6 61.0 61.4 61.8

Primary school enrolments (millions)f 10.4 il5 12.7 14.1 ...

Secondary school enrolments(millions)f 3.6 4.0 4.3 4.8 ...

Literacy rate (per cent) ... ... ... 35.0 ...
Rural ... ... ... 26.7 ...

Urban ... ... ... 56.0 ...

GDP, real growth (per cent)c 4.6 5.6 7.7 2.3 4.0

GDP per capita (U.S. dollars) 367 400 416 428 417

Share of GDP (per cent)
Agriculture 25.8 25.7 26.1 24.2 23.9
Manufacturing 17.6 17.7 17.8 18.3 18.6

Services 58.6 56.6 56.1 57.5 57.5

Share of employment
Agriculture 51.2 47.5 48.3 48.3 48.3
Manufacturing 12.8 12.4 12.5 12.5 12.5
Servicesd 36.0 40.1 39.2 39.2 39.2

Trade (millions of US dollars)
Exports f.o.b. 4,926 5,902 6,762 6,782 6,566

Imports of f.u.b. 7,411 8,385 8,998 10,049 8,825

... Not available

a Fiscal years, July-June
b Preliminary data
c At factor cost
d Includes government, construction, utilities and mining and quarrying
e For 1989/90 to 1991/92. includes interest payments on defence-related external debt.
f Ministry of Education

Sources: Government of Pakistan (1993), Economic Survey 1992/93; data provided by the authorities; International Monetary Fund.
International Financial Statistics, various issues.



Chart I.1
Real GDP growth, 1980/81-1993/94 a

Per cent

1980/8181/82 82/83 83/84 84/85 85/86 86/87 87/88 88/89 899/0 90s91 91/92 92/93 1993/94

a) At factor cost.

Source: Ministry of Commerce.

5. The share of agriculture in Pakistan's GDP has been on the decline, accounting in 1992/93
for 24 per cent compared to over 29 per cent a decade ago. Nevertheless, agriculture is still the largest
employer in the country, with 48 per cent of the workforce engaged in the sector. Moreover, agricultural
and agro-based products account for 80 per cent of Pakistan's exports. Over the past decade, the share
of manufacturing in GDP has increased from 16 to 18.3 per cent, while that of mining and quarrying
remained 0.5 per cent.³ Nevertheless, industry employs only about 12-13 per cent of the labour force
and remains based on agriculture, largely cotton. This narrow manufacturing focus makes Pakistan's
economic growth highly vulnerable to exogenous shocks, including natural disasters and demand

conditions in foreign markets. Thus floods and an economic slowdown inmany industrialized countries

contributed to a decline in Pakistan's economic growth from 7.7 in 1991/92 to 2.3 per cent in 1992/93.

Pakistan's service sector, including government, accounts for about 57 per cent of its GDP and employs
40 per cent of its workforce. The largest service industries are wholesale and retail trade, transport,
storage and communication.

6. Pakistan's international trade in goods and services has ranged between 30 and 40 per cent

of GDP over the last 20 years (Chart I.2). The balance of trade in both goods and services has

traditionally registered a substantial deficit.

3At the beginning of the 1950s, manufacturing accounted for 8 per cent of the GDP.
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Chart 1.2
Trade in goods and services, 1970-92'
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Note:
a
Source:

MGS - Imports of goods and services; XGS - Exports of goods and services
At 1987 prices
Word Bank, World Tables, 1993.

(2) Recent Economic Performance

(i) The pre-1988 period

7. Economic policy in Pakistan has been guided by successive five year plans. The first three
ofthese plans, in the 1950s and 1960s, emphasized an import - substitution growth and industrialization
strategy, financed by a heavily taxed agricultural sector.4 In the mid 1950s, with the onset of external
current account difficulties, the Government, in addition to its use of high import tariffs, resorted to
import licensing and other quantitative trade controls; in addition, exports were encouraged with the
introduction cf a Bonus Voucher System.

8. The Fourth Five Year Plan, covering the period (1970/71-1974/75) put social justice at the
centre of economic policy. The intervention of the Government took new forms, including industrial
sanctions and permits; nationalization ofcommercial banks, life insurance labour and certain industries;
administrative pricing; and a new labour policy to give security of employment to labour. Land and
tenancy reform were also introduced. In agriculture, green revolution methods were adopted. These
measures were accompanied by a certain exchange and trade liberalization; the rupee was devalued,
the Bonus Voucher System was abolished and the number of items freely importable was increased.

4A study found that in 1965 the transfer of income from agriculture to manufacturing amounted for 15 per
cent of value added in agriculture. N. Hamid, I. Nabi and A. Nasim (1990) Trade. Exchange Rate. and
Agricultural Pricing Policies in Pakistan, World Bank Comparative Studies, World Bank.
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However, a subsequent perception of rupee undervaluation led the authorities to impose high export
duties for several years. After this period, in 1976/77, steps were taken to encourage exports by means
of tariff and tax rebates and through concessionary finance. In this period, agricultural and industrial
growth was sluggish, while the service sector continued to develop.

9. In the period 1977 to 1988, with the Fifth and Sixth Five Year Plans, a gradual reduction of
direct government intervention in industry and the encouragement of private sector took place. Some
industries were denationalized and in January 1982 the rupee's peg to the U.S. dollar was dropped
in favour of a more flexible exchange rate system. After 1980, Pakistan began to liberalize imports
by reducing the number of banned goods and lifting or relaxing other restrictions; in addition, by
1988, many export incentives had been eliminated. Nevertheless, customs duties remained one of the
highest in the world and non-tariffbarriers continued to be pervasive. As a result, the economy remained
largely insulated from the competition of world markets, in a domestic environment that continued
to favour import replacement to the detriment of exports.

(ii) The Pakistan economy since 1988 - economic and structural reform

10. During the 1980s, Pakistan achieved relatively high rates of economic growth, with real GDP
rising at an average rate of some 6.2 per cent a year. However, a number of structural weaknesses
undermined the sustainability of growth and heightened Pakistan's vulnerability to external shocks.
These weaknesses included a narrow and fragmented tax base, distortionary administrative pricing
ofbasic commodities, wide-scale involvement ofthe public sector in domestic production and training,
regulatory constraints on private investment and a restrictive trade and payments régime. To address
these constraints and attain stable, sustained growth with financial stability and improved social sector
performance, in 1988, in the framework of the Seventh Five Year Plan, Pakistan initiated a
comprehensive macroeconomic and structural reform programme, including measures to liberalize
both domestic activity and the external trade and payments system, reform the financial sector, and
implement a wide-ranging privatization programme.

11. Under the ongoing programme, Pakistan has taken measures to liberalize the external trade
and payments system, decontrol domestic activity, reform the financial sector and initiate privatization.
Structural reform has contributed to stronger GDP and export growth, higher domestic and foreign
investment and the development of the private sector (Table I.2). These favourable developments,
however, were accompanied by domestic and external imbalances. The fiscal deficit widened and
domestic liquidity expanded, contributing to higher inflation. In addition, the 1990-91 Middle East
crisis added a certain pressure to Pakistan's external current account position.5

12. In 1992/93 Pakistan was affected by widespread floods and unfavorable terms of trade. which
compounded the impact of a certain slippage in financial policies, with the fiscal deficit moving to
7.9 per cent of GDP. The public sector borrowing requirement rose by over 2 percentage points, to
9.5 per cent of GDP. Political uncertainties also negatively influenced economic developments. The
growth rate of GDP declined to 2.3 per cent, exports stagnated, and the current account deterio-ated
to 7.1 per cent of GDP. Gross official exchange reserves came under pressure, declining to 2.2 weeks
of imports by the end of June 1993.

5In 1991/92, remittances by Pakistan citizens working abroad were US$380 million less than in the previous
year.
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Table 1.2
Economic indicators

1989790 1990t91 1991192 1992(931' 1993194'

Real GDP< 4.7 5.6 7.7 2.3 4.0
Total investment 11.3 19.4 25.6 14.3 12.3
Public investment 3.6 20.9 22.3 15.3 10.6

Export volume 0.7 13.0 16.3 2.1 0.7
Import volume -0.7 -3.8 14.2 10.8 -7.1

Consumer priced 6.1 12.7 9.6 9.3 11.2
Terns of trade 2.0 -9.7 5.1 -2.5 +1.7
Exchange rate (Rs/Us dollar]' -10.4 -4.3 -9.8 -13.')

Money supply (M2) 12.6 19.4 24.6 18.7 ...
Interest rate 10.0 10.0 10.0 10.0 ...

(In per cent of GDP)
Budget balances -6.5 -8.7 -7.4 -7.9 -5.8
Current accounts -4.7 -4.4 -3.1 7.1 -4.7

Gross domestic investment 18.9 19.0 20.0 20.7 19.9
Gross national savings 14.2 14.6 17.0 13.6 15.3
Externaldebt¹ 42.6 39.4 40.4 43.8

(In units as specified)
Gross officiaI reserves 4.0 3.3 5.5 2.2 12.4
(in weeks of imports)

Debt services 16.6 15.2 14.6 19.8 ...
(in per cent of current
account receipts)

... Not available

a Fiscal years, July-June
b Preliminary
c At factor cost
d Period average
e Period average; - indicates depreciation
f Bank rate
g Excluding grants
h Excluding official transfers
i Includes short-term debt and purchases from International Monetary Fund
j Excluding gold

Sources: Government of Pakistan. Economic Survey 1992/93; data provided by the Pakistan authorities; International Monetary Fund,
International Financial Statistics, various issues.

13. In 1993/94, in response to continuing domestic and external imbalances, Pakistan intensified
its medium-term (1993/94-1996/97) adjustment and structural reforms. The adjustment effort is aimed
at the following key macroeconomic objectives; sustaining annual economic growth at about 7.0 per cent;
reducing inflation to 6 per cent by the end of the programme period; raising gross official reserves
to over three months of imports; and reducing the burden of domestic and external debt.
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(a) Fiscal police

14. In the area of fiscal policy, the aim of the Government is to improve taxation in the agricultural
sector, reform the general sales tax by converting it into a modern broadly based value-added tax,
increase tax revenue by provincial governments, improve national tax collection, and broaden the tax
base through adjustments in tax rates. These changes would allow a decrease in the high tax burden
that is presently imposed on the foreign trade sector. Under the initiation ofthese measures, the financial
programme for 1993/94 sought a reduction in the budget deficit to 5.8 per cent from 7.9 per cent in
1992/93.

(b) Monetary policy

15. The main thrust of Pakistan's monetary policy is to deregulate the financial system and use
monetary policy as an indirect mechanism ofmacroeconomic stabilization. The adjustment programme
targets a tightening of credit and monetary conditions, improving the process of mobilizing and allocating
loanable funds, and strengthening the State Bank and domestic financial institutions. Direct State Bank
control over the credit operations of commercial banks will be phased out; in line with this, credit
ceilings as an instrument of private sector credit control were abolished with effect from July 1992.
Instead, indirect, market oriented instruments are to be fully used to control and regulate money and
credit. The reduction of concessional and government-directed credit schemes, enhancing competition
in the banking sector and strengthening prudential regulation and supervision are envisaged.

16. After growing by almost 25 per cent in 1991/92, the money supply grew by about 19 per cent
in 1992/93, largely reflecting a decline in net foreign assets; Pakistan's foreign exchange reserves
fell from the equivalent of US$1038 million on 30 June 1992 to US$469 million on 30 June 1993,
as with slow export growth and an increase of about 11 per cent in import volume the current account
deficit widened by 4 percentage points to 7.1 per cent of GDP. In 1992/93 inflation, as measured
by the consumer price index declined to 9.3 from 9.6 per cent in 1991/92 and 12.7 per cent in 1990/91.
During 1999/1994, money supply (M2) increased by 16.6 per cent; inflation was 11.2 per cent.

(c) External sector policy

17. Pakistan, with four decades of an import-substimtion development strategy, has traditionally
restricted imports by high tariffs and non-tariff measures. In the framework of its structural reforms,
the liberalization of the trade régime has begun; specifically, the (import) negative list has been
narrowed; in July 1994, the restricted list was removed; and tariffs have been reduced and charges
eliminated (Chapter IV(2) (ii) and (viii)). This process is to continue; a decision has been taken to
reduce the maximum tariff (ail inclusive) to 35 per cent by 1996/97, compared to over 90 per cent
in 1993/94; and simplify the tariff structure and phase out most of the numerous exemptions and
concessions (Chapter IV(2)(ii))). As a result of these measures, the economy is becoming more open
and subject to foreign competition, potentially leading to a diversification of the export base and a more
stable growth path.

(d) Exchange rate policy

18. In January 1982, Pakistan introduced a managed floating exchange rate régime, under which
the State Bank of Pakistan sets the dairy rate, with reference to a basket of currencies at which it will
purchase and sell U.S. dollars in its dealings with authorized dealers.(Annex 1.1) According to the
authorities, Pakistan does not follow a specific policy with respect to either the real or nominal effective
exchange rate of the rupee.
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19. Since the introduction of a managed float for the rupee, Pakistan's exports have maintained
a rising, if sometimes erratic, trend, growing at an average annual rate of 10.7 per cent a year in the
period 1982/83 to 1992/93; over the same period, imports grew at an average rate of 5.4 per cent
a year. According to the authorities. in the period 1988 to end 1992 the rupee's real effective exchange
rate depreciated at an annual average rate of some 2 per cent. In July 1993, in support of the financial
and structural reform programme, Pakistan twice devalued the rupee which, together with action earlier
in 1993, led, according to the authorities, toa real effective depreciationofthe rupee ofsome 10per. cent
during the course of 1993;6 over this period the rupee's exchange rate vis-à-vis the U.S.dollar moved
from Rs 25.7 to 30.12 and has since remained relatively stable at about Rs 30.5 per U.S. dollar. It
is the expectation of the authorities that with a tightenening of financial policies the rupee's nominal
exchange rate will stabilize.

(e) Privatization

20. Towards the end of the 1980s, government-owned industrial enterprises produced some 10
per cent of Pakistan's value added in manufacturing. Deposits in the five state-owned banks were about
88 per cent of total deposits of the commercial banking system at the end of 1987/88. In 1990, the
Government launched a privatization programme, with the objective of severely limiting government
participation in the production of industrial goods. The programme identified 118 industrial units for
immediate privatization, and by the end of 1994, 67 enterprises had been transferred to the private
sector. The intention of the Government is to accelerate the privatization of the remaining enterprises.
The Government retains monopoly control over telecommunications, the power sector, and rail and
air transport. Petroleum and gas extraction are controlled by state-owned companies and by joint ventures
with international companies.

(f) Social Action Programme

21. The Government launched in 1992-93 a Social Action Programme (SAP) to improve the basic
social and human development indicators. This is a multi-dimensional programme designed to uplift
the most vulnerable segments of the society, especially women, children and the rural people. It aims
at eliminating poverty and illiteracy by providing quality basic services in primary education, primary
health care, nutrition, population welfare and rural water supply and sanitation sectors. It would raise
the status of human development, women and children in particular. The Government accords great
importance to this programme and the allocation for 1994-95 has been increased to Rs. 40.739 billion
from Rs. 35.409 billion in 1993-94, an increase of 15 per cent.

(3) Trade Performance

(i) Commodity pattern of trade

22. The composition of Pakistan's merchandise trade has changed significantly since the early 1980's.
In 1982/83, primary commodities accounted for 30 per cent of exports; by 1992/93, their share had
declined to 15 per cent. Correspondingly, in the same period, the proportion of manufactures and
semi-manufactures increased from 57 and 13 per cent to 64 and 21 per cent, respectively. Much of
this growth tool place in cotton based manufacturers. In imports, the share of raw materials declined
from 55 to 44 per cent, while imports of capital goods grew from 31 to 42 per cent. The proportion
of consumer goods in Pakistan's imports remained at the level of 14 per cent (Charts I.3 and I.4).

6In addition, Pakistan applied a provisional 30 per cent import deposit requirement in the second halfof 1993.
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Chart 1.3
Pakistan exports by category, 1982/83 and 1992/93
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Chart 1.4
Pakistan imports by category, 1982/83 and 1992/93
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23. A particular feature of Pakistan's exports is the heavy dependence on products belonging to
the cotton group. Cotton and cotton based manufactures account for a decisive part, about 60 per
cent of Pakis-an's total exports.7 Other important exports include leather products, rice, fish and
fish preparations and carpets.8 The share of other manufactures, especially machinery or transport
equipment. is low in Pakistan's exports (Table 1.3).

Table 1.3
Pakistan: exports by product category, 1980-93
(US$ million and per cent)
Commodity 19m 1985 1989 1990 1991 1992 1993 J

Total trade (US$ million) 2,588.0 2,707.6 4.698.2 5,522.1 6,464.3 7,264.2 6,636.1

(Per cent of total)

Agriculture 44.0 35.3 28.6 19.5 19.1 19.5 17.1
Food 23.5 !7.3 11.6 9.3 10.3 9.9 9.2
Agricultural raw materials 20.5 18.0 17.0 10.2 8.7 9.7 7.9

Mining 7.5 1.9 1.3 1.6 1.7 1.4 1.0
Ores 0.4 0.5 0.4 0.3 0.2 0.2 0.0
Non-ferrous metals ... ... ... 0.0 0.0 0.0 0.0
Fuels 7.1 1.4 0.9 1.3 1.5 t.2 1.0

Manufactures 48.2 61.9 69.7 78.7 78.9 78.8 81.7
Chemicals 0.8 3.4 0.6 0.4 0.4 0.4 0.5
Textiles 33.9 35.8 42.6 47.0 48.5 48.0 30.1
Iron & steel 0.0 0.7 0.1 0.C 0.0 0.0 0.0
Other semi-manufactures 4.8 7.1 6.4 6.5 5.0 4.1 5.1
Power generating machinery 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Agricultural machinery 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Office machinery 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Othernon-elec. machinery 0.1 0.7 0.1 0.1 0.1 0.1 0.3
Telecommunictions apparatus 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other electrical machinery 0.1 0.1 0.1 0.1 0.0 0.0 0.0
Automotive products 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Offer transport equipment 1.0 0.2 0.0 0.1 0.2 0.3 0.0
Furniture 0.0 0.0 0.0 0.1 0.1 0.1 0.0
Travel goods & bags 0.0 0.0 0.1 0. 0.1 0.1 0.1
Clothing 4.0 9.4 15.6 19.8 19.9 21.4 40.1
Footwear 0.4 0.5 0.3 0.4 0.4 0.5 0.5
Othermisc. manufactures 3.0 3.8 3.8 4.1 4.3 3.8 5.0

Other 0.3 0.9 0.4 0.2 0.3 0.3 0.2

Not available

Source: Pakistan Federal Bureau of Statistics: and UNSTAT. Comtrade database.

7Items of the cotton group include: raw cotton; textiles (cotton yarn, cotton thread, cotton cloth, cotton bags,
and cotton waste); and clothing (towels, made-up articles, bed sheets, covers, napkins, curtains, lent and canvas,
ready-made garments and hosiery).

¹The combined share of textiles and clothing in Pakistan's exports has reached about 70 per cent, while in
1980 it amounted to 38 per cent.
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24. In imports, machinery, chemicals, petroleum and petroleum products, transport equipment
and edible oils are the major items. In the period 1980 to 1993, the share of non-electric machinery
has increased from 7.4 to 20.6 per cent. Other product groups whose share grew substantially over
the 1980-1993 period include automotive products, telecommunications apparatus and office machinery.
The share of fuel imports declined from 27 per cent to 17 per cent, reflecting largely the decline in
oil prices (Table 1.4).

Table 1.4
Pakistan: imports by product category, 1980-93
(US$ million and per cent)

Commodity 1980 1985 1989 1990 1991 1992 1993

Total trade (US$ million) 5,350.5 5,890.4 7,119.3 7,354.5 8;478.4 9,360.2 9,474.6

Per cent of total
Agriculture 16.4 22.4 23.0 21.3 15.9 18.8 15.2
Food 13.0 18.9 18.7 17.4 12.1 15.1 8.9

Agricultural raw materials 3.4 3.5 4.3 4.0 3.8 3.7 6.3

0.0
Mining 29.6 26.8 20.8 24.5 21.5 19.8 18.6
Ores 1.6 1.6 2.2 2.1 2.4 2.1 0.6

Non-ferrous metals 1.0 0.9 1.6 1.5 1.2 1.3 1.1

Fuels 27.0 24.3 17.1 20.9 17.9 16.4 16.9

Manufactures 54.0 50.7 56.0 54.1 62.4 61.3 66.1
Chemicals 13.7 11.5 15.6 16.3 16.3 15.5 16.0

Textiles 3.8 2.0 2.4 1.7 1.5 1.3 1.6
Iron & steel 4.9 3.6 4.2 3.7 3.4 3.4 2.6
Other semi-manufactures 4.2 4.2 4.2 4.1 4.1 3.8 1.0

Powergenerating machinery 1.0 2.2 3.4 2.9 2.9 1.3 2.2

Agricultural machinery 2.1 1.9 1.0 0.5 0.6 0.7 0.1

Office machinery 0.2 0.4 0.7 0.6 0.5 0.6 0.7

Other non-elec. machinery 7.4 8.1 9.6 9.1 14.1 17.0 20.6

Telecommunications apparatus 0.5 1.3 1.7 2.4 1.7 2.3 2.7

Otner electrical machinery 2.8 3.5 4.2 3.7 5.4 4.5 2.4
Automotive products 4.7 5.0 5.5 5.8 5.6 6.3 10.4

Other transport equipment 6.6 4.8 0.8 0.7 3.6 2.1 3.3

Furniture 0.0 0.0 0.0 0.0 0.1 0.0 0.0

Travel goods & bags 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Clothing 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Footwear 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other misc. manufactures 1.9 2.2 2.7 2.5 2.6 2.4 2.5

Other 0.0 0.1 0.2 0.1 0.2 0.1 0.1

Source: UNSTAT. Comtrade database.
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(ii) Regional pattern of trade

25. About two thirds of Pakistan's trade is concentrated in a group of 12 major trading partners.
Asian countries, including the Middle East, take about 46 per cent of Pakistan's exports and provide
half its imports. European countries account for 33 per cent of both Pakistan's exports and imports.
In exports, the share of North America and Asia has registered increases in recent years, while that
of eastern Europe, the republics of the former Soviet Union, and the Middle East has declined. In
1993, Pakistan's largest trading partner in both exports and imports was the European Union (EU),
representing a share close to 30 per cent, followed by the United States, Japan and Hong Kong
(Tabies 1.5 and 1.6, Chart I.5).

Table 1.5
Pakistan exports by region and principal destination, 1980-93
(Per cent)

America
USA
Canada
Other America

Europe
European Union

Germany
United Kingdom
France
Italy
Netherlands

EFTA
East Europe & USSR
Other Europe

Asia and the Middle East
Middle East

United Arab
Emirates
Saudi Arabia

South Asia
Bangladesh

East Asia
Hong Kong
Taiwan
Korea Republic

Japan
India

7.3
5.3
0.5
1.5

27.6
19.8
5.5
4.3
2.3

12.1
10.1
1.0
1.1

33.3
-'2.3
5.5
5.4
2.4

3.2 3.8
1.5 1.5
2.8
3.7
1.2

57.8
24.4
4.7

4.6
6.3
0.1

47.6
18.2
4.6

14.1
12.3
1.6
0.2

34.6
27.9
6.7
6.3
3.3
4.5
1.7
3.9
2.4
0.4

45.1
10.2
3.6

14.4
12.4
1.7
0.3

42.3
31.9
8.5
7.4
4.0
4.4
2.0
5.3
3.2
1.9

37.8
8.7
3.2

13.7
11.5
1.8
0.4

37.0
29.3
8.4
6.8
3.9
3.3
2.0
3.9
2.6
1.1

43.1
12.4
3.5

5.5 6.7 2.3 2.9 4.0
7.2 5.9 3.4 4.0 3.5
2.1

26.2
6.6
0.2
0.6
7.8
2.7

2.4
23.5
3.1i

2.0
1.7

11.4
1.4

1.4
31.5
5.3
3.1
3.3
10.5
0.6

1.9
2S.1251
5.0
2.4
3.0
8.2
0.9

1.5
27.3
6.0
3.2
4.1
8.0
0.7

0.7 1.2
0.6 1.0

1.7
1.4

1.4 1.4
1.1 1.1

Africa
Sub Saharan Africa
Oeier Africa

Other

6.3
5.7
0.6

4.7
4.3

0.4

2.7
2.4
0.3

0.3 1.2 1.8

2.3
1.8
0.5

3.1
2.4
0.7

1.9 1.7

Source: Pakistan Federal Bureau of Statistics; and UNSTAT, Comtrade database
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15.4
12.8
2.0
0.6

32.6
26.1
7.0
6.9
4.0
3.0
2.4
2.8
1.0
0.6

18.4
14.7
2.5
1.2

34.2
30.3
4.2
7.4
4.4
2.4
2.9
2.6
1.2
0.1

46.2
13.5
5.0

41.8
14.7
0.5

4.3
3.2

Oceania
Australia

4.3
5.2
1.9

27.5
7.9
2.7
2.3
7.7
1.9

1.6
23.8
5.5
0.0
2.5
7.3
0.7

1.7
1.4

1.9
1.5

2.8
2.2
0.6

3.7
3.2
0.4

1.4 0.0
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Table 1.6
Pakistan: imports by region and principal country of origin, 1980-93
(Per cent)

Partner 1980 1985 ?989 1990 1991 1992 1993
Per cent of total

America 16.8 16.4 17.5 15.1 14.0 13.1 11.5
USA 14 1 14.0 15.3 12.8 11.1 10.4 9.3
Canada 0.9 1.4 0.8 1.3 0 8 1.1 0.6
Other America 1.9 1.1 1.3 1.0 2.0 1.6 1.6

Europe 27.5 25.3 28.2 29.9 33.1 32.8 28.1
EC12 21.9 19.8 21.4 22.5 25.6 25.5 22.8

Germany 4.6 6.4 7.2 7.4 7.9 7.8 3.9
United Kingdom 5.7 6.1 5.5 4.9 5.1 5.9 4.8
Italy 3.4 2.5 2.1 3.1 3.2 4.1 3.0
France 4.0 1.4 2.3 2.2 5.1 3.2 6.9
Netherlands 1.9 1.2 1.6 1.7 1.6 2.0 1.7

EFTA 1.9 3.3 4.1 4.4 4.0 4.6 4.1
Switzerland 0.7 1.6 2.1 2.5 2.3 2.6 2.3

East Europe & USSR 3.1 1.5 1.8 2.1 2.3 2.2 1.2
Other Europe 0.6 0.7 0.9 0.9 1.2 0.6 0.0

Asia and the Middle East 53.5 52.2 49.7 50.1 48.3 49.4 55.6
South Asia 3.2 1.9 1.8 1.7 ;.5 1.6 1.6
Middle East 29.2 25.1 18.8 19.0 15.1 15.4 18.4

Saudi Arabia 9.6 9.8 4.6 6.3 5.1 5.3 5.3
United Arab Emirates 6.3 4.0 1.6 2.1 3.7 3.0 7.1
Iran Islamic Republic 0.0 2.0 1.8 2.3 1.6 2.0 1.6

East Asia 21.1 25.2 29.1 29.4 31.8 32.4 35.7
Malaysia 3.1 4.4 3.4 3.3 4.5 4.5 5.1
Korea Republic 1.4 1.4 3.0 2.8 3.2 3.7 4.4

Japan 10.3 12.6 13.0 11.9 14.7 14.2 15.6
India 0.1 0.3 0.4 0.6 0.J 0.6 0.7

Oceania 1.3 4.1 2.8 2.4 1.9 2.4 2.6
Australia 1.0 3.9 2.4 2.1 1.8 2.2 2.5

Africa 0.8 2.0 1.8 2.3 2.2 2.1 2.2
Sub Saharan Africa 0.8 2.0 1.5 1.9 1.6 1.6 2.1
Other Africa 0.0 0.0 0.2 0.4 0.5 0.5 0.1

Other 0.1 0.0 0.1 0.2 0.5 0.2 0.0

a Including the former German Democratic Republic.

Source: Pakistan Federal Bureau of Statistics; and UNSTAT, Comtrade database.
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Chart 1.5
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Table 1.7
Pakistan's intra-industry trade with World, by the GATT Tariff Study Categories,1970-1992
(Per cent, unless otherwise indicated)

T.S. Number of Intra-industry trade
Code Description SITC lines

All categories 625 7.08 5.35 4.49 4.45 4.28

Raw hides and skins, leather and furskins
Rubber
Wood and cork
Pulp, paper and paperboard
Textiles and clothing
Mineral products and fertilizers
Precious stones and precious metals
Ores and metals
Coal. petroleum. natural gas
Chemicals
Non-electrical machine)
Electrical machines and apparatus
Transport equipment
Professional. scientific and controlling
instruments,

photographic apparatus, clocks and watches
Footwear and travel goods
Photographic and cinematographic supplies
Furniture
Musical instruments. sound recording or
reproduction apparatus
Toys
Works of art and collectors pieces
Firearms, ammunition, tanks and other
armoured fighting vehicles
Office and stationery supplies
Manufactured articles not elsewhere specified
Foodstuffs
Grains

Animals and products thereof
Oil seeds, fats and oils and their products

Cut flowers. plants. vegetable materials

Beverages and spirits
Dairy products

Fish, shellfish and products
Tobacco
Other agricultural products of animal origin

Other agricultural products of vegetable
origin

18
10
22
23
64
53

87
17
57
36
16
26
14

3
3

3

2

3

2

I1
47

8

19

30

6

6

S

4

4

3

6

1.51
11.46
1.98
7.29
3.48
6.74
3.36
1.63

10.87
5.79
1.63
4.58
0.58
13.56

3.89

13.69
15.68

11.54

0.42
6.17
0.87
11.22
5.84
0.85
4.84
2.04
6.93
8.58

I .7.
4.27
6.56
13.03

12.90
9.05

43.03
10.45

1.58
3.06
3.17

2.48
2.39
5.12
56.70
3,76
8.04
4.43
1.59
1.99
1.11

22.21

0.62
3.34

68.20
10.95

1.93
1.77
1.46
2.26
2.17
4.18
82.79
3.70
11.41
4.05
0.79
0.89
1.15

24.54

0.38
1.02

92.38
16.43

1.89
2.26
5.21
3.58
3.11
3.81

70.59
2.45
10.26
4.67
0.91
0.82
0.84

23.18

1.87
1.23

96.42
19.22

9.91 7.21 6.07 5.19 6.10

38.10 58.29 58.28 59.15 47.39

1.34 12.70 0.00 29.14 0.00

36.34
34.85

24.39

31.23
24.55

0.93

14.16

12.28
0.05

0.70
85.80

8.88

3.64

31.75
27.84

12.27

0.00
2.48

0.47

25.34
7.68

0.00

0.03

1.;4

5.53

6.30

78.14

55.46

13.05

0.02

5.96

0.20

44.52

12.10

0.00

0.13

15.69

4.64

25.69

72.60

72.32

10.88

0.00

12.12
0.41

42.19

3.42
0.14

0.19

9.70
6.32

10.39

72.84

47.27

10.32

0.00

13.16
1.76

36.20

2.22
0.01

0.06
5.55

5.92

16.71

Sou-ce: Calculations by GATT Secretariat using 4-Digit SITC Rev. data from UNSTAT, Comrtrade database.

01
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07
08
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(iii) Intra-industry trade

26. Intra-industry trade (IIT) is a measure of the extent to which foreign trade takes place within
rather than between industries. IIT tends to be positively correlated with per capita income and with
the openness of an economy.9 Rates calculated for Pakistan, according to GATT TariffStudy categories,
for the period between 1970 and 1992, indicate low and even declining level of IIT, which reflects
the insulated and protected nature of the Pakistan economy for much of the period, as well as the fact
that in Pakistan's most important and growing export sectors (textile and clothing and some agricultural
products), IIT is low (Table I.7).10

(4) Outlook

27. The authorities had estimated that the economy would grow by 7.5 per cent in 1993/94.
However, output in agriculture and manufacturing was below expectations mainly due to the shortfall
in the output of cotton and the sluggish growth in cotton based manufacturing and trade. The growth
of export volume, at about 1 per cent, was weaker than anticipated. In consequence, real GDP is
estimated to have risen by 4 per cent in 1993/1994. Inflation at 11.2 per cent was above the expected
8 per cent. The external current narrowed to 4.7 per cent of GDP and the level of gross international
reserves rose to US$2.3 billion by end June 1994, the equivalent of 12.4 weeks of imports.

28. The Eight Five Year Plan envisages a 7 per cent annual average growth in GDP. It is intended
to increase the gross domestic product by 40 per cent and per capita income by 22 per cent. The growth
target for agriculture and manufacturing is 4.9 and 9.9 per cent per annum. Exports are planned to
be increased by 10.8 per cent in real terms with major thrust on exports of value added textile products,
light and medium engineering goods and sports and surgical goods. The plan envisages real import
growth of around 5 per cent per annum, with declining trends in the imports of consumer goods in
view of their increased domestic production. The current account deficit of the balance of payments
is to be reduced from 7.1 per cent of GDP in 1992/93 to 2.4 per cent in 1997/98. The overall budget
deficit should be reduced to 5.8 per cent 1993/1994. By 1998, inflation is targeted to decline to
6 per cent.

29. During the Eighth Five Year Plan, effort will be made to improve the taxation and tax collection
system, including reducing the high dependence ofthe budget on customs tariff. A customs tariffreform
will be implemented within three years which will largely reduce the presently very high customs duties
and other import charges to a maximum level of 35 per cent by 1996/97. At the same time, most
tariff and customs duty exemptions and concessions will be eliminated.

9For more detail on the economic meaning and calculation of intra-industry trade, see GATT Trade Policy
Review: Argentina. Volume I. 1992.

10If all commodities in a sector are either only exported or only imported then the IIT ratio would be zero.
If, for all commodities in a sector, imports exactly equal exports then IIT is 100 per cent.



Pakistan C/RM/S/50
Page 17

Annex 1.1
Exchange control system'

1. The currency of Pakistan is the Pakistan Rupee. The rupee is subject to a managed floating
exchange rate system, with the U.S. dollar as intervention currency. Under the system, the State Bank
of Pakistan reviews daily and changes when necessary the rate at which it will buy and sell U.S. dollars
from authorized dealers. Exchange rates for currencies ether than the U.S. dollar are determined on
the basis of the State Bank's rate for the U.S. dollar and the U.S. dollar rate against other currencies
in the New York market on the previous day,with a 1.1 per cent buy/sell margin.

2. Pakistan residents and non-residents may use foreign exchange to purchase foreign currency
bearer certificates, denominated either in deutsche mark, Japanese yen, pounds sterling or U.S. dollars
and with a maturity of 5 years. The certificates pay competitive rates of return. The source of funds
for the purchase of the certificates need not be disclosed. The certificates may be freely taken into
and out of Pakistan, encashed in foreign exchange or in rupees against the prevailing exchange rate,
or used by residents to undertake any international transaction. One year certificates in U.S. dollars
are also available.

3. Foreign exchange restrictions have been gradually relaxed in Pakistan as part of the economic
and structural reforms. In particular regulations pertaining to travel allowances, remittances by foreigners
and allowances for training abroad have recently been liberalized. A 5 per cent charge on the purchase
of foreign exchange for travel abroad was withdrawn with effect from 1 July 1994; and a short term
forward cover operation was closed by the State Bank of Pakistan with effect from 30 June 1994.

4. Exchange receipts and payments abroad must be effected through an authorized foreign exchange
dealer, in principle, in any convertible currency or in Pakistan rupees to or from non-resident rupee
bank accounts.

5. Foreign exchange is made freely available to importers who are registered as commercial or
industrial importers for payment for goods imported in accordance with the Import Policy Order. Imports
are permitted against either letters of credit or contracts. Letters ofcredit for imports must be established
in foreign currency or in Pakistan rupees for credit to a non-resident bank account of the country of
the beneficiary or of the county of origin or shipment of goods.

6. Payments for invisibles are controlled by the State Bank of Pakistan and may require its prior
approval.2 Payments for invisible connected with imports are generally given the same treatment as
that accorded to the underlying trade transaction. Except with respect to certain aid shipments, transport
insurance must be taken out with insurance companies in Pakistan. Commissions. brokerage or other
charges paid to foreign importers or agents by Pakistan exporters are generally limited to a maximum
of 5 per cent of the invoice value, except for cotton, for which the maximum is 1 per cent. For a
number of other goods, the maximum commission/brokerage has been fixed at 7,10 and 33½/3 per cent
of the invoice value.

¹The Annex draws on: International Monetary Fund (1994), Exchange Arrangements and Exchan-e
Restrictions, Annual Report.

²The following invisible payrnent still require State Bank's approval; profit remittances by branches of foreign
companies/banks operating in Pakistan: and freight collections of foreign shipping lines /airlines.
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7. In respect of exports, the State Bank requires a declaration from the exporter that payment
will be received in accordance with the prescribed method and within the prescribed time except for
goods manufactured in the export processing zones. The authorized dealer certifies the export form
for shipment. Exporters are obliged to collect and surrender export proceeds within four months of
shipment, although the State Bank may allow an extension of this period. Exporters may, however,
with the prior approval of the State Bank, grant deferred payment terms. The surrender of Afghan
currency accruing from export is not required.

8. Exporters have been allowed to obtain foreign exchange for business travel and for participation
in trade fairs and exhibitions from authorized dealers under the general authority delegated to them
by the State Bank. The amount held in foreign currency can be utilized for promotional purposes,
publicity, collection ofcommercial intelligence, purchase ofdesigns and patterns, market studies, export
claims and shortfall in realization of export proceeds.

9. With the exception of Afghan currency, which may be retained, foreign exchange earning from
invisible, must be surrendered within three months.

10. Transfers of capital abroad by residence nationals are, in general, not permitted; the purchase
of foreign securities by Pakistani residents must be approved by the State Bank. However, Pakistan
residents can purchase foreign securities by remitting funds through secondary market against Foreign
Exchange Bearer Certificates.
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Il. TRADE POLICY REGIME: FRAMEWORK AND OBJECTIVES

(1) General Framework

1. The Islamic Republic of Pakistan has a federal structure.' Pakistan is composed of the four
provinces of Baluchistan, North-West Frontier Province, Punjab and Sindh, and the Federal capital
plus the "tribal areas" under federal administration.' Pakistan is a parliamentary democracy under
its 1973 Constitution. Several constitutional provisions were superseded following the imposition of
martial law in 1977. The Constitution, as amended, was restored in December 1985.

(2) Structure of Trade Policv Formulation

(i) Legislative and executive branches of Government

(a) The President

2. The President of Pakistan is the head of State and represents the unity of the Republic. The
President, who must be a Muslim, is elected at a joint sitting of the Federal Legislature to serve for
a term of five years. The President is empowered to dismiss the Prime Minister, the Cabinet and the
provincial Chief Ministers, and to call elections.

3. It is the duty ofthe Prime Minister to communicate to the President all decisions ofthe Cabinet
relating to the administration of the affairs of the Federation and on proposals for legislation; to furnish
such information relating to the administration of the affairs of the Federation and legislative proposals
as the President may call for; and, if the President so requires, to submit for the consideration of the
Cabinet any matter on which a decision has been taken by the Prime Minister or a minister but which
has not been considered by the Cabinet.

(b) The Federal Legislature

4. The Federal Legislature consists of a lower and an upper House. The lower house, the National
Assembly, has 307 members elected directly for a term of five years, on the basis of universal suffrage,
plus ten members representing minorities. The upper house, the Senate, has 87 members who serve
for six years. with one third retiring every two years. Each provincial assembly elects 19 senators
and the Federal Capital Territory elects three members; the eight senators from the tribal areas are
elected by National Assembly members from those areas.

5. The Federal Legislature is empowered to enact laws for the whole or any part of Pakistan.
A provincial assembly legislates for its province or any part of it. Matters on the Federal Legislative
List are under the exclusive authority of the Federal Legislature, while the Federal Legislature and
provincial assemblies legislate with regard to matters on the Concurrent Legislative List. Any matter
not referred to in either list may be subject to laws made by a provincial assembly. By virtue of Article
143 of the Constitution, if any provision of an Act of a provincial assembly contradicts an Act
Parliament, the corresponding provisions of the Act adopted by the provincial assembly are void.

¹Parts (1) and (2) of this Chapter draw on The Europa World Year Book (1992), Volume Il, Europe
Publications Limited, London.

²The status of Jammu and Kashmir has not been resolved since the 1949 cease-fire agreement between Pakistan
and India; Azad Kashmir and the Northern Areas are administered by Pakistan.
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6. Bills may originate in either house of the Federal Legislature, except that money bills must
originate in the National Assembly. A bill must be passed by both houses and then be approved by
the President, who may return it and suggest amendments. If a bill transmitted to a house is rejected
or is not passed within ninety days of its receipt or is passed with amendment, the bill, at the request
ofthe house in which it originated, must be considered in ajoint sitting. The President may also summon
a joint sitting of the two houses.

7. The provinces elect their own legislatures. here is also a Council of Common Interest,
composed ofthe Chief Ministers ofthe four provinces and four federal ministers to decide upon specified
matters of common interest.³ The Council is responsible to the Federal Legislature. If the Federal
Government or any of the provincial governments is dissatisfied with a decision of the Council, they
may refer the matter to Parliament in joint session, whose decision is final.

(c) The Executive

8. The formulation of trade policy is the exclusivejurisdiction ofthe Federal Government. Within
the Government, the Ministry of Commerce is responsible for all trade policy matters. Provincial
governments formulate their own development policies and help in the implementation of the policy
of the Federal Government.4 According to the authorities. the provincial governments are not in a
position to frustrate or reverse the trade-related policy stance taken by the Federal Government.

9. The head of the Federal Government is the Prime Minister, who is elected by the National
Assembly and presides over the Cabinet of Ministers. According to the Constitution, the President
has to invite as Prime Minister the member of the National Assembly who commands the confidence
of the majority of the members of the National Assembly, as ascertained in a session of the Assembly
summoned for this purpose. The person invited, after having made oath before the President, has
to obtain within 60 days a vote of confidence from the National Assembly. Constitutionally, the
following matters have to be brought before the Cabinet: proposals for legislation; promulgation and
revocation of ordinances; budgetary proposals: proposals on taxes; and proposals involving treaties,
agreements and negotiations with foreign countries.

10. The National Economic Council (NEC) is the supreme policy making body in the economic
field. It is headed by the Prime Minister. Its members, nominated by the President, include one
representative from each province, the federal ministers and the Deputy Chairman of the Planning
Commission. NEC reviews the overall economic condition of Pakistan, has overall charge of the
planning machinery, and approves all plans and policies relating to finances, commerce and social and
economic activities. Ministers concerned take action to give effect to decisions.

11. The Economic Coordination Committee (ECC) ofthe Cabinet is headed by the federal Minister
of Finance with federal ministers as members. The ECC deals with day to day matters and coordinates
the economic policies initiated by the various divisions of Government. It surveys the monetary and
credit situation and makes proposals for the regulation of credit.

3Matters that may go to the Council are listed in rule 4 ofthe Rules ofProcedure ofthe Council. They include
formulation ofpolicies, supervision and control in respect of railways, mineral oil and gas, development ofsome
industries, different fees and electricity.

4The executive authorities of each province are required under the Constitution to ensure that their actions
are in compliance with applicable federal laws; the Federation is required to consider the interests of a province
in the exercise of its authority in that province.
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12. The Ministry of Commerce, in liaison with Customs and the Central Board of Revenue, is
responsible for trade policy formulation and its implementation. The main functions of the Ministry
include negotiating and signing trade agreements and treaties; promotion of foreign trade, including
maintaining trade offices abroad; establishment of quality standards on goods to be imported or exported;
transit trade and border trade; state trading; inter-provincial trade; commercial intelligence and statistics;
trademarks; organization and control of chambers and associations of commerce and industry; tariff
policy and its implementation; and insurance lawand the regulationand control ofinsurance companies.

13. In 1963, the Export Promotion Bureau was established as a department attached to the Ministry
of Commerce, with the main objective of promoting and supporting sustained growth in Pakistan's
exports of goods and services.

14. Other ministries and agencies with trade-related powers include the Ministry of Finance and
Economic Affairs; Ministry of Food, Agriculture and Cooperatives; Ministry of Industries; Ministry
of Petroleum and Natural Resources; Ministry of Planning and Developmuei-t; the State Bank of
Pakistan; and the Pakistan Standards Institute.

(ii) Advisory bodies

15. In 1990, the Government established the National TariffCommission (NTC) as an autonomous
body under Act VI of 1990. The NTC advises the Govemrnment on tariff protection or other forms
of assistance aimed at protecting or improving the competitiveness of industry and promoting exports
from Pakistan; measures to counter dumping and other "unfair" practices that may be associated with
the import and sale of foreign goods in Pakistan; and any other matter relating to protection or assistance
to industry that the Federal Government may refer to the Commission. The NTC consists of a Chairman
and two membrs, who are appointed by the Federal Government for a tern of three years.

16. The Ministry of Commerce has set up an Advisory Council to consult on trade policy with
economic ministries, Federation ofPakistan Chambers (ofCommerce or Industry), Regional Chambers
Association and other trade bodies. According to the authorities, the private sector is fully reDresented
in the Advisory Council. All importers and exporters must be members of a professional trade,
commercial or industrial association, as required by the Registration (Importers and Exporters) Order,
1993 (Chapter IV(2)(i)).

(iii) Review bodies

17. There are no official trade policy review bodies in Pakistan. However, trade related laws are
reviewed from time to time by the Ministry of Commerce in consultation with sectoral charnbers of
commerce and industry and related ministries and divisions.

(3) Trade Policy Objectives

(i) General trade police objectives

18. Pakistan's general economic and trade policy objectives are established through its annual,
five year and perspective plans. Economic plans are approved by the Federal Governrment in the National
Economic Council. There are no obligatory plan targets for the private sector; however, full cooperation
of rhe private sector is sought in achieving the objectives of the plan.
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19. The present, Eighth Plan (1993-1998), has projected annual average real GDP growth of
7 per cent. According to the plan, this objective is to be achieved, inter alia, by an annual average
increase in export volume of 10.8 per cent. with emphasis on exports of higher value-added textile
products, light and medium engineering goods and sport and surgical goods; Iimiting the growth of
import value to around 5 per cent per annum in real terms, with declining trends in imports of consumer
goods in view of their increased domestic production; and reducing the current account deficit from
4.2 per cent of GDP in 1992-93 to 2.4 per cent in 1997-98. According to the authorities, there is
no plan to limit import growth by imposing bans or restrictions.

20. Pakistan's medium-term trade policy programme includes further liberalization of the trade
and exchange system. The reduction of import restrictions will be continued. Tariff rates and other
taxes on international trade will be cut substantially within a three year period beginning mid-1994
(Chapter IV(2)(ii)(g) and (v)(b)). The number of products on the negative list will be lowered. Import
liberalization is expected to increase competition between imports and domestic production and contribute
to more efficient resource allocation and the development of a more efficient export sector.

(ii) Sectoral trade police objectives

21. In agriculture, the primary goal of the Eighth Plan is to achieve growth in excess of that of
the population, and to ensure food security, self-sufficiency and exportable surpluses. The National
Agricultural Policy, adopted in May 1991, puts the emphasis on an encouragement of exports; it opposes
export taxes.5 To encourage rice and cotton exports, the Government has relaxed restrictions on the
private sector. It is a long-term objective to increase the volume of its exports in non-traditional
agricultural products, such as fruits, vegetables and meat products, mainly because Pakistan's foreign
exchange earnings are based heavily on a few commodities, essentially rice and cotton, whose medium
and long-termn prospects are uncertain. Pakistan has phased out most agricultural input subsidies and
seeks to ensure that producer prices are aligned to border prices; however, a system of agricultural
producer prices protects farmers against volatility in international prices (Chapter IV (4) (v)).

22. Under the current five year plan. in manufacturing the private sector is seen as the engine of
growth for achieving industrial development. Pakistan seeks both export diversification and a switch
to higher value-added exports. Besides textiles and clothing, potentially competitive areas, in the view
of the authorities, are low- and medium-value added engineering and electronics, and minerals and
products. At present, exporters find difficulty in competing on foreign markets in part because of
higher input prices; therefore an objective ofthe present policy ofderegulation and import liberalization
is an improvement in the competitiveness of Pakistan's exports.

(iii) Pakistan and the Uruguay Round

23. Pakistan participated actively in the Uruguay Round, where its major objectives included a
strengthening of the multilateral trading system; the phasing out of the Multifibre Arrangement (MFA)
and the integration of the textile sector into the GATT; bringing agriculture fully under GATT
disciplines; and the provision of special and differential treatment for developing countries.6

5Ministry of Food, Agriculture and Cooperatives (1991), National Agricultural Policy, Islamabad.

6GATT document, MIN(86)ST/21, 17 September 1986.
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24. Pakistan agreed to the elaboration of an "equitable agreement for trade in services" in the
Uruguay Round. It favoured unconditional m.f. n. for trade in services and expressed the position that
liberalization of trade in services should be accompanied by freer mobility of the workers managing
the export of services. In respect of trade-related investment measures, Pakistan took the view that
"the outright prohibition of certain investment policies is entirely unrealistic. Developing countries
must retain sufficient flexibility to adopt policy instruments to support their investment and development
objectives." It took a similar position regarding issues on the protection of intellectual property.7

25. From its own point of view, Pakistan found the results of the Round discouraging". The
main reason for this position was that 'Tariff reductions in our markets have been much less than the
normal one-third in precisely the product areas from which developing countries like Pakistan derive
main export earnings. In textiles, a derogation from the normal GATT rules has been legalized for
a long period of ten years; in agriculture, massive subsidization, both for production and export... .has
also been legitimized, in return for a promise for reform at an undetermined point oftime in the future;
in services, the single most important area for countries with abundant labour and skills like Pakistan,
the movement of natural persons, has been virtually excluded from substantial commitments by the
developed countries. In the strengthening of rules, too, we have had to concede in areas such as anti-
dumping, countervailing, and safeguards again to accommodate incessant protectionist manoeuvring
in the developed world. 8

26. Nevertheless, Pakistan accepted the results ofthe Uruguay Round for promoting multilateralism
and takes the view that their implementation should start from 1 January 1995. In implementing the
Uruguay Round agreements, Pakistan has to introduce changes in its legislation dealing with customs
valuation, intellectual property rights, services, banking and insurance.

(4) Trade Laws and Regulations

27. Pakistan's basic trade mules, with substantial exceptions, take the form of laws enacted by the
Federal Parliament. The Federal Government also issues related statutes, notifications. regulations
and decrees. Provincial laws do not generally address trade issues. Executive decisions are debated
in Parliament but cannot be vetoed by the legislature.

28. The main trade related laws include the Import and Exports (Control) Act 1950; the Customs
Act 1969; the Iqra Surcharge Finance Act 1985;9 the Finance Acts 1991 and 1992; the i959 Sales
Tax Act 1990 and its amendments; theCentral Excise and Salt Act 1944; the Foreign Private Investment
(Promotion and Protection) Act 1976; the State Bank of Pakistan Act 1956; and the Pakistan Plant
Quarantine Act 1976.

29. The Government has wide rule-making power in trade issues and a number of important trade
rules take the form of government decrees or decisions. Import policies are enunciated on an annual
basis by the Import Policy Order which include the main rules regarding imports. Other important
regulations issued by the Government include: the Registration (Importers and Exporters) Order 1993;

'GATT documents, MTN.TNCJMIN(88)IST/6, 5 December 1988 and MTN.TNC/MIN(90)IST/9, 3 Der-ember
1990. Pakistan's conditional offer concerning initial commitments on trade in services is set out in document
MTN.GNS/W/170, 20 September 1993.

8GATT document, MTN.TNC/MIN(94)JST18lfRev.1, 21 Aprii 1994.

The Iqra surcharge was abolished in July 1994.
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the Export Trade Control Order 1993; the Import Surcharge Ordinance 1982; the Import Fee Order
1993; the Import of Goods (Anti-dumping and Countervailing Duty) Ordinance No. III, 1983; the
Income Tax Ordinance 1979; Pakistan Standards Institution (Certification Marks) Ordinance 1961;
and the Pakistan Animal Quarantine (Import and Export of Animals Products) Ordinance 1979.

30. A number of important trade rules have been adopted in the form of Special Regulatory Orders
(SROs). As SROs may amend or alter existing laws, their importance goes beyond that of normal
administrative decisions. The number oftariffand tax exemptions, concessions and legal interpretations,
which may change the original meaning of laws. in the form of SROs issued by different government
agencies is high. This situation works to the detriment of transparency in Pakistan's trade and legal
systems. Under its tariff reform programme, Pakistan has started to phase out a number of S.R.O.s.
(Chapter IV(2) and (3)).

31. According to the authorities. trade-related administrative decisions can be challenged before
the courts. The affected parties can sue in provincial courts as well as in the Supreme Court of Pakistan
for reversal of their grievances.

(5) Trade Agreements and Arrangements

(i) Multilateral agreements

32. Pakistan is a founding member of the GATT and has participated in all multilateral trade-
negotiating rounds. Pakistan is also a signatory to the Tokyo Round Agreements on Technical Barriers
to Trade; on Interpretation and Application of GATT Articles VI, XVI and XXIII(Subsidies Code);
on Implementation ofGATT Article VI (Anti-Dumping Code); and on Import Licensing Procedures.
Pakistan is an observer to the Tokyo Round Agreement on Implementation ofGATT Article VII (Customs
Valuation Code). Pakistan signed the Final Act ofthe Uruguay Round in Marrakesh on 15 April 1994
and has therefore accepted all the multilateral trade agreements. The ratification of the Final Act of
the Uruguay Round is under active consideration by the Government and a decision in this respect
is likely to be taken soon. In the context of ratification, the relevant rules of Pakistan's legal system
will be changed to make them consistent with its obligations.

33. Pakistan is a member of the United Nations and the other major international economic
organizations, including the International Monetary Fund, the United Nations Conference on Trade
and Development (UNCTAD) and the World Bank. Pakistan is a signatory to the International
Agreement on Jute and Jute Products (1989) of the International Jute Organization. In 1983, Pakistan
ratified the Agreement on the Conmmon Fund for Commanodities, elaborated under the auspices of
UNCTAD. The Agreement came into force in June 1989. The commodity programmes under the
Fund include cotton and cotton yarn (Pakistan's expor. interest) and jute, tea and vegetable oils (import
iiiterest). Pakistan has not yet received financing underthe Fund's commodity programmes. Pakistan
is a member oî the International Textiles and Clothing Bureau. This organization provides a forum
for the discussion of problems faced by textile and clothing exporters.
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(ii) Regional agreements

34. Pakistan, together with Iran and Turkey, is a signatory to the Economic Cooperation Organization
(ECO). ECO members, in a separate Additional Protocol, agreed to grant a 10 per cent reductions
in import tariffs to each other on certain items. Pakistan's commitment covers 16 product groups,
which were (in 1993/94), at present, subject to tariffrates ofbetween 20 and 90 per cent (Table II. I).10
In view of the lmited number of items involved in the tariff reductions and the limited scope of the
reductions, the trade effect of ECO can not be expected to be substantial. A proposal for increasing
the product coverage and the extent of tariff concessions is under consideration by ECO members.
This proposai will be discussed by the relevant Committee of the ECO member-states in Noveinber
1994 in Turkey.

Table 11.1
List of commodities on which Pakistan has agreed to give tariff preferences to members of the Economic Co-operation Organization

Schedule Harmonized system Precise description Current tariff rates
Number code inclusiveofparatarilfs

1994-95(per cent)

1.

2.

3.

4.

5.

6.

7.

15.09

2508.1000

2601.1 l0G
2601.12.00

26.07

26.08

2704.0010

2840. 1 100
2840.1900
2840.2000

3924.1000

40.10

8.

9.

10. 48.21

Il. 59.02

1?. 72.007

7224.9000

13. 73.11

14. 7321.8200

15. 8414.4000
8414.8000

16. 8477.1090
847?.2090
8477.3090
8477.4090
8477.5100
8477.5800
8477.8tM

Olive oil

Bentonite

Iron ores

Lead ores

Zinc ores

Coke breeze

Sodium borates

Tableware and kitchenware

Conveyer belts

Paper and paperboard labels. whether or not printed

Fabrics used in manufacturing of tubes and tytes of
vehicles

Pieces used in manufacturing of tubes and tyres of vehicles

Containers for compressed or liquefied gas, or iron and
steel

Kerosene heaters

Compressurs for mines (all kiinds)

Machinery for working of plastics or for the manufacture of
products from plastics

Source: Ministry of Commerce.

10GATT document, L/7047, 22 July 1992.

70

65

15

15

15

15

45

35
70

70

65

65

70

70

65

45
45
70
45
45
45
45
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35. Pakistan's attitude to a possible regional free-trade area with other ECO members is positive.
In July 1993, the three countries agreed to establish free border-trade areas.

(iii) Bilateral agreements

36. Pakistan maintains trade relations with about 150 countries. With 36 countries it has signed
so called "goodwill' type trade agreements (Table 11.2). These bilateral agreements usually include
the general objective of promoting and expanding trade between the signatories. subject to their rights
and obligations under the GATT and other multilateral agreements. The agreements include provisions
for the facilitation of the exchange of commercial and technical representatives and for participation
intrade fairs. Articles for display and samples, imported temporarily. are exempted by these agreements
from customs duties and other taxes. Under the agreements, governments also undertake to encourage
and facilitatethe development ofindustrial, agricultural and commercial cooperation between enterprises
and organizations of their respective countries. These agreements normally include the provision that
all payments arising from trade between the signatories have to be effected in convertible currencies.
The implementation of these goodwill-type agreements is reviewed at periodic meetings ofthe parties'
representatives.

Table 11.2
List of counties with which Pakistan has concluded bilateral trade agreements

Algeria Indonesia Malaysia Spain
Australia Iran Maldives Sri Lanka
Bangladesh Iraq Mauritius Syria
Brazil Italy Morocco Tadjikistan
China Jordan Nepal Thailand
Egypt Kazakhstan Nigeria Tunisia
Germany Kenya Philippines Uzbekistan
Greece Korea. Rep. of Portugal Yemen, Rep. of

Kuwait Senegal Zimbabwe

Source: Ministry of Commerce.

37. Pakistan has concluded agreements foravoidance ofdouble taxation with35 countries, including
most developed countries.

(iv) GSP treatment for Pakistan's exports

38. The European Union (EU) and 15 other countries grant the Generalized System of Preferences
to Pakistan. The EU has a share of 67 per cent in Pakistan's total GSP exports, followed by the United
States (12 per cent), Japan (9 per cent) and Canada (4 per cent). In 1992/93, 43 per cent of Pakistan's
exports received preferential treatment under GSP schemes. The ratio of Pakistan's exports receiving
preferential treatment was 67 per cent in Sweden, 61 per cent in Switzerland and Norway, 5 1 per cent
in Canada, 47 per cent in the EU, 40 per cent in Japan and 26 per cent in the United States.
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III. TRADE-RELATED ASPECTS OF THE FOREIGN INVESTMENT REGIME

(1) Pakistan's General Policy on Foreign Investment

1. Pakistan has implemented a more liberal foreign investment policy as part of its economic reform
programme. Virtually all Pakistan's industrial sectors are now opento foreign investment, with foreign
equity holdings up to 100 per cent allowed; the issuance of shares, remission of dividends and
repatriation of capital by foreign investors is permitted. Prior to the initiation ofreform in 1988, foreign
investment was generally subject to prior approval, with restrictions on equity participation and capital
and dividend remissions.

2. Pakistan extends incentives for the promotion of foreign investment. The Pakistan Board of
Investment, attached to the Prime Minister's Secretariat, helps generate opportunities for foreign direct
investment (FDI) and provides investment services.

(2) The Foreign Investment Régime

3. The basic rules on foreign investment are laid down in the Foreign Private Investment (Promotion
and Protection) Act, 1976. Originally, each foreign investment was subject to separate authorization,
but this requirement was eliminated in May 1991. In general, no special registration is required for
FDI, and the same rules are applied to FDI as to other investors. At present, in the industrial field,
investments are subject to prior approval only in the following sectors: arms and ammunition, security
printing, currency and mint, radioactive substances and production of non-industrial alcohol. In all
industrial sectors, other than those indicated above, foreign equity participation of up to 100 per cent
is allowed. In non-industrial sectors, foreign investment is excluded from agricultural land, forestry,
irrigation, real estate including land, housing, and commercial activities.

4. Earlier, foreign and domestic investors had to obtain a No Objection Certificate (NOC) from
the relevant provincial government for location of the project. At present, an NOC is only required
if foreign investment is envisaged in a sector on the negative investment) list ofthe relevant provincial
government. According to the authorities, there are only a small number of industries on the negative
list, mainly for security and environmental protection reasons.

5. Under the Foreign Private Investment Law, foreign investment in the industrial sector must
be accorded equal treatment as domestic investment in the application of laws, rules and regulations
relating to importation and exportation ofgoods. FDI in non-industrial sectors is not necessarily subject
to the same treatment as domestic investment.

6. The protection of Rights in Industrial Property Order 1979 and the Protection of Economic
Reforms Act 1992 provide legal guarantees against compulsory acquisition or takeover of foreign
investments by the Goverrnment. This guarantee also applies to provincial governments.

7. To encourage local, as well as foreign investment, a number of specific incentives have been
accorded by Pakistan bothby region and by industrial sector. General incentives include relaxed foreign
exchange controls. Foreign investors may, at any time, repatriate their capital, including profits and
appreciation, in the currency ofthe country in which the investment originated. A creditor of a foreign
industrial undertaking may repatriate foreign currency loans, including interest, approved by the Federal
Government. Work permit restrictions on expatriate managers have been withdrawn and salary and
wage remittance restrictions have been eased. Incentives also include a three-year tax holiday to all
industries throughout Pakistan set up between 1 December 1990 and 30 June 1995. Investments in
under-developed areas enjoy an eight-year tax holiday, together with special customs duty and sales
tax concessions (Box III.1).
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Box III.1: Regional investment incentives in Pakistan

A. Income tax holidays:

(i) Developed areas

A three-year tax holiday is available for all industries established between 1 December 1990 and
30 June 1995.

(ài) Rural areas

"Rural area" means any area falling outside the limits of any municipal corporate or municipal
committee, any cantonment board, or the Islamabad Capital Territory, and in no case up to
30 kilometres from the municipal or cantonment limits of Karachi or Lahore or up to ten
kilometres from the existing limits of municipal corporation or cantonment boards.

A five-year income tax holiday is available to all industries set up in rural areas provided such
industries are set up between 1 December 1990 and 30 June 1995. Concessions are applicable
only to income generated from that particular industry.

(iii) Under-developed areas

To encourage industrial development in backward areas, an eight-year income tax holiday may
be granted for all industries set up between 1 December 1990 and 30 June 1995 in the North
West Frontier Province (NWFP); Baluchistan (except Hub Chowki area); federally-
administered tribal area (FATA); northern areas; Azad Kashmir; divisions of Dera Ghazi
Khan and Bahawalpur in the Province of Punjab; and the divisions of Sukkur and Larkana in
the Province of Sindh.

Any amount invested in the purchase of shares of a company formed to own and manage an industrial
undertaking set up between 1 December 1990 and 30 June 1995 in urban, rural and backward areas tax
enjoys immunity under the Income Tax Law.

B. Concessions on customs duty and sales tax:

All industries established 1 December 1990 to 20 June 1995 in areas other than specified below are
exempt from customs duty and sales tax on imported machinery, provided similar machinery is not
locally manufactured:

The Municipal or Cantonment Board limits of Karachi and Lahore and 30-kilometre areas
around these limits;

The existing limits of municipal corporations, municipal committees and their Cantonment
Boards and 10-kilometre areas around municipal corporations and their Cantonment Boards, in
the province of Sindh and Punhab excluding Bahawalpur, D.G. Khan, Sukkur and Larkana
Division;

Areas falling within the limits of Islamabad Capital Territory and Hub Tehsil in the province of
Baluchistan;

Box III.1 (cont'd)
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For balancing and modernization of units located in NWFD, government exempted plant and
machinery imported during the period 1 July 1991 to 30 June 1996; and

For a period of five years, industries set up from 1 July 1991 to 30 June 1996 in NWFP and
Baluchistan except Hub Chowki area, have been exempted from payment of sales tax on
manufacturing stages.

Imported machinery for rural industries is exempt from the payment of customs duties, sales tax
and import surcharges provided such machinery is not manufactured locally.

Note: Private power plants set up after 1 July 1988 enjoy an exemption from corporate tax, import
duties and sales tax, irrespective of the area of location.

C. Concessions for industrial estates

Units established in approved industrial estates located in various parts of the country are entitled to
concessions on both customs duty and sales tax.

Source: Pakistan Investment Board (1993), Investment Opportunities in Pakistan. Islamabad.

8. Industry-specific incentives are given to electronics, fertilizers, pharmaceuticals, mining, dairy
farming, cement, engineering and tourism (Box III.2). Under the Protection of Economic Reforms
Act 1992, fiscal measures to encourage investment, as granted by the Government and listed in the
Schedule to the Act or otherwise notified, must not be altered to the disadvantage of the investors.
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Box III.2: Industry-specific investment incentives in Pakistan

The following incentives have been established for plant and machinery not manufactured locally and
imported for establishment of "key industries", i.e. electronics, fertilizer, pharmaceuticals, mining, dairy
farming, cement, engineering and tourism

(i) Electronics

Profits and gains derived by an assessee, from an industrial undertaking engaged in the manufacture of
electronic equipment or components thereof, set up in the North-West Frontier Province or in the
Islamabad Capital Territory, are exempt from income tax for five years from the date of commencement
of commercial production.

Profits and gains derived by an assessed from industrial undertakings in the fields of computers and
software, electronic equpment and solar energy equipment, set up between 1 July 1988 and
30 June 1993, are exempt for four years.

Raw materials and components, if not manufactured locally, are exempt from customs duties and sales
tax if imported by an approved unit of the electronic industry for the manufacture of specified electronic
components, electronic equipment and systems. This exemption covers electronic components and
equipment systems for electronic test equipment, communication equipment, medical electronics, defence
electronics, industrial electronics and robotics, space electronics, microwave equipment and systems,
power electronic equipment, optronics equipment, office equipment, other electronic equipment/systems
and miscellaneous components/sub-assemblies.

The following goods, produced or manufactured in Pakistan, are exempt from sales tax:
- magnets based on agglomerated ferrites
- digital switching systems
- parts of television reception apparatus and investors up to 10 KVA
- potentiometers and printed circuits
- solar cells, travelling wave tubes, image intensification tubes, picture tubes, cathode ray tubes

including LED and LCD, integrated circuits, custom-built chips, diodes, transistors, tuner and
semi-conductor chips

- image projectors
- laser equipment
- mathematical calculating instruments used by students
- digital multimeters
- automatic control equipment and oscilloscopes
- plant and machinery, raw materials and components when imported for installing the electronic

industry and manufacturing electronic equipment and systems are exempted from customs duty
and sales tax.

(ii) Fertilizer

To encourage the local manufacture of fertilizer, the Federal Government has exempted from customs
duty in excess of 10 per cent, and from sales tax, all plant and machinery not manufaured locally which
are imported for the expansion of existing units or for setting up new units.

Pharmaceuticals

Imported plant and machinery for the manufacture of basic pharmaceuticals is exempt from customs duty.
Box III.2(cont'd)
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Mining

A five-year tax holiday is available to any Pakistan company, formed exclusively to own and manage any
industrial undertaking, set up between 1 July 1981 and 30 June 1993 for exploration and extraction of
specified minerals other than petroleum. Income of an industrial undertaking engaged exclusively in the
exploration and extraction of coal deposits is exempt from income tax for five years beginning with the
month in which commercial production starts. Mining machinery and equipment imported by a mining
industry approved by the Federal Government or Provincial government are exempt from customs duty
and sales tax.

Dairy farming

Dairy machinery and equipment not manufactured locally are exempt from customs duty and sales tax.
Livestock and dairy farming businesses established between 30 June 1988 and 1 July 1993 are exempt
from tax for five years from their date of establishment.

Cement

Imported plant and machinery, provided they are not locally manufactured, for producing cement,
including Portland cement, are exempt from customs duty in excess of 10 per cent.

Engineering

A five-year tax holiday is available to an industrial undertaking set up anywhere in Pakistan between
1 July 1992 and 30 June 1995 and managed by a company formed exclusively for the manufacture of
engineering goods.

Imports of machinery and equipment not manufactured locally are exempt from customs duty in excess of
10 per cent and from sales tax.

Imported raw materials and components used in the manufacture of the specified capital goods and
machinery for initial installation, balancing, modernization or replacement are exempt from customs duty.

Tourism

All tourism-related projects established between July 1990 and June 1993 qualify for an eight-year tax
holiday, if established in areas where other industries have been allowed a five-year tax holiday.

Duty-free concessions available to industries in the prescribed areas are also allowed for tourism projects.

All machinery and equipment for the hotel industry, recreation, amusement, aviation and transport sector,
not manufactured in Pakistan, are exempt from customs duty in excess of 10 per cent if imported under
the Non-Repatriable Investment Scheme.

Income from log cabins, log lodges. campers, cabins, etc. built in Kirthar National Park, Keenjhar and
Haliji Lakes, Khunjerab Park and the Northern Areas is exempt from tax for five years.

Kitchen and other hotel equipment not manufactured locally, and specialized equipment for adventure
tourism including equipment for mountaineering and water sports, are exempt from customs duty in
excess of 10 per cent and from sales tax if imported for use in tourist projects.

Source:Pakistan Investment Board (1993), Investment Opportunities in Pakistan, Islainabad.
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Trade Policy Review Mechanism

(3) Inflow of foreign capital

9. Net foreign investment, both direct and portfolio, increased from US$216 million in 1988-89
to US$554 million in 1991-92 but declined to US$443 million in 1992-93. Over this five-year period,
total foreign investment in Pakistan was close to US$1.7 billion. The most rapid growth has been
in portfolio investment, though from a low base.

10. Between 1985 and 1991, mining and quarrying, commerce and manufacturing were the main
areas for foreign investments, representing 43, 32 and 13 per cent, respectively, of total foreign
investment in this period. In the period 1988-93, the largest foreign investors were the United States
with45 per cent ofinvestments, followed by Hong Kong (9 per cent), the United Kingdom (9 per cent)
and the United Arab Emirates (6 per cent) (Tables III. 1 and III.2 and Chart III. 1).

Table III.1
Net inflow of foreign investment into Pakistan by sector, 1985-91
Rupees million

Year Agriculture Mining & Manufacturing Construction Utilitiee Commerce Transport, Others Total
forestry, quarrying storage &

hunting & comm.

1985 13.9 134.6 251.7 0.2 0 281.3 13.1 57.3 752.1
1986 6.2 424.3 403.3 0.2 0.9 569-9 55.6 67.9 1,528.3
1987 0.5 1,080.3 186.2 0 0.9 487.3 48.7 102.0 1,905.9
1988 0 1,169.2 281.5 3.5 4.3 740.4 124.0 80.1 2,396.0
1989 44.6 2.076.2 322.9 340.6 0 735.8 177.2 71.6 3,768.9
1990 O 2.068.0 522.1 641.0 -1.3 2,337.6 300.3 143.1 6.013.4
1991 0 2,928.5 1.044.5 333.8 4.4 2,138.7 -68.4 59.9 6,441.4

Negligible.
Source: Ministy of Finance and Economic Affairs.

Table III.2
Net foreign investment into Pakistan by country of origin
(US$ million)

1989-89 1989-901990-91 1991-92 1992-93
country Direct Port- Total Direct Port- Total Direct Port- Total Direct Port- Total

folioa folioa folioa folio a folioa
United 94.7 1.7 96.1 93.9 -2.0 91.9 130.0 5.0 135.0 213.4 50.9 264.3 136.9 25.7 162.6
States
Hong Kong 6.3 0 6.3 0.9 0 0.9 3.3 0.1 3.4 0 83.7 83.7 12.4 48.8 61.2
United 22.6 4.4 27.0 22.8 -0.2 22.6 33.8 -0.3 33.5 20.8 -1.2 19.6 25.7 19.7 45.4
Kingdom
Germany 10.0 1.6 11.6 11.2 0 11.2 12.5 2.3 14.9 21.4 0.5 21.9 36.2 - 36.2
Japan 16.7 -4.9 11.8 16.1 -4.2 11.9 26.2 -5.3 20.9 17.7 0 17.7 22.0 6.3 28.3
Netherlands 1.7 0 1.7 5.3 0.7 6.0 2.3 0 2.3 0.8 1.3 2.1 5.6 5.3 10.9
United Arab 12.9 0.9 13.8 15.9 -2.8 13.1 9.0 1.6 10.6 10.5 47.6 58.1 9.5 0.9 10.4
Emirates
Saudi 0.5 1.0 1.5 1.1 0.6 1.7 0.9 -0.2 0.7 0.1 1.1 1.2 8.2 0.4 8.6

Arabia
France 7.7 -0.3 7.4 6.0 0 6.0 7.1 0 7.1 8.5 - 8.5 5.7 - 5.7
Canada 0.9 0 0.9 0.9 0.1 1.0 1.9 0.2 2.1 3.0 0 3.0 0.3 4.0 4.3
Italy 1.2 0 1.2 3.8 - 3.8 2.9 - 2.9 2.0 0.3 2.3 0.6 - 0.6
Others 34.1 2.8 36.9 33.3 3.1 41.4 16.1 -12.4 3.7 36.9 34.3 71.2 43.3 25.7 69.0

Total 209.0 7.2 216.2 215.2 -4.7 211.5 246.0 -9.0 237.0 335.1 218.5 553.6 306.4 136.8 443.2

Negligible
- No data available
a Excludes investment in government securities of $93 million and $53 million
Source: Ministryof Finance and Economic Affairs.

in 1990-91 and 1991-92. respectively.
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(4) Outward Foreign Investment

11. Residents of Pakistan, including companies incorporated in Pakistan, are allowed to make

investments in foreign companies. Investors must report their investment transactions to the State Bank

of Pakistan and are under an obligation to repatriate their dividends and proceeds from the sale of shares

through normal banking channels. The value of outward investment by residents of Pakistan wa

Rs 618.5 million in 1992.
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IV. TRADE POLICIES AND PRACTICES BY MEASURE

(1) Overview

1 . Until the end ofthe 1980s, Pakistan followed a policy of import substitution. Strongly protected
by high tariffs and non-tariff barriers, the economy was insulated from world markets to an important
extent. The high protection given to the domestic economy put a heavy burden on Pakistan's exports;
in particular, the manufacturing sector, except for some cotton-related areas, was uncompetitive in
international markets.

2. Since 1988, Pakistan has followed a more market-oriented reform strategy, with a strong focus
on export orientation. Barriers to imports have been reduced and most specific import privileges have
been dismantled. The number of tariff lines included in the Negative List has fallen by more than
300 to 75. Tariffs and other taxes on imports have been reduced substantially. import licensing was
gradually reduced in scope, and was completely abolished in 1993. Pakistan applies import restrictions
for balance-of-payments reasons under Article XVIII:B of the GATT.

3. Despite the reform steps, the degree of insulation of Pakistan's economy has remained substantial
and many of the institutions based on the old trade policy are still in place. Pakistan's tariffs are high,
with an unweighted average statutory rate of about 50 per cent. The addition of other charges that
were previously levied on imports, such as the 6 per cent import fee, the 5 per cent Iqra surcharge
and regulatory duties, were integrated into the single customs duty in July 1994. The tariff system
lacks transparency, due to numerous exemptions and concessions extended under Special Regulatory
Orders (S.R.Os), with broad discretionary power enjoyed by the administration. As a consequence
ofthese exemptions and concessions. different rates are frequently applied to the same product; applied
rates are substantially Iower than statutory rates.

4. Tariff reform is being implemented between 1994 and 1996 and is expected to improve the
tariff structure by reducing tariff and other price based burdens on imports substantially. Most
exemptions and concessions will be eliminated which will contribute to increased transparency of the
import régime. However, tariffescalation will remain a significant element ofPakistan's import system
even after these reforms.

5. The number of import prohibitions remains high. In addition to items that are prohibited for
religious or safety reasons. many textiles and clothing products remain on the Negative List. In the
context ofthe 1994,1995 Budget, Pakistan has eliminated some non-tariffbarriers, such as the "Restricted
List" and the list ofproducts that were subject to standardization requirements. Marketing regulations
favour state-owned corporations in the rice and cotton trade.

6. Given its high tariffs, Pakistan does not currently actively use anti-dumping, countervailing
or safeguard actions against imports.

7. Many major export products, including raw cotton and rice are subject to export taxes, which
have been reduced in recent years. Export prohibitions and restrictions are still widespread, reflecting
the combined isolation of the domestic market from international price signals.

8. Under the MFA, restrictive quotas are imposed on Pakistan's leading export items in the textile
and clothing sector in its major markets. As Pakistan is largely dependent on the export of textile
and clothing products, these restrictions hamper its economic growth.
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9. Pakistan provides export incentives mainly in the form of compensation to exports by duty
and tax concessions, duty free status, export processing zones and bonded warehousing. Import
liberalization is rightly considered as a vehicle for promoting exports and diversify the product structure.
The export finance system provides concessionary credits to about halfof Pakistan's exports. Although
state subsidies are not involved, the system is designed in a way that puts the burden of financing
concessionary export credits on the non-export sector.

10. Pakistan, as a developing country, has placed special emphasis on industrialization. Government
support measures for the development of industries include tax concessions, customs duty and different
other duty and tax exemptions, monetary incentives and other measures. Agriculture receives input
and credit subsidies. Only few products are subject to administered prices. Minimum guaranteed support
prices are in place for major farm commodities.

(2) Measures Directly Affecting Imports

(i) Registration and specific import rights

a) Registration

11. Conditions for import into Pakistan are set annually in the Import Policy Order valid for the
fiscal year ending 30 June.¹ Under the terms of the Import Policy Order 1994, the following entities
are eligible to import:

- any Pakistan or foreign firm orcompany granted a registration certificate under
the Registration (Importers and Exporters) Order 1993;

- all commercial importers and industrial consumers already registered as such,
provided that their registration is valid and they continue to fulfil all other
qualifications as prescribed from time to time; and

- actual users, without an import registration, subject to conditions established
by Article 2.13 of the Import Policy Order 1994.2

12. Importers or imports of goods that are exempt from registration include those by Federal
Ministries/Divisions and Provincial Government Departments, for their own use; imports of goods
as passengers' baggage; imports of publicity material and diplomatic goods; imports for their own
use by the Pakistan Atomic Energy Commission, the National Logistic Cell, SUPRACO, (Pakistan
Space and Upper Atmospheric Rresearch Commission) the Director General of Defence Purchases,
and the Director of Mechanical Engineering and Stores (Railway); imports through letters of credit
for an amount not exceeding US$2,00, once a year; and imports under the Actual Users' Scheme.

¹ Paragraph 2.1 of the 1994 Order states that: "No import under this Order shall be made except on the
authorization issued by the Authority or letter of credit established through the authorized foreign exchange
dealers...or against a contract registered with the concerned bank for import on consignment basis or any other
mode of payment. " Government of Pakistan, Import Policy Order 1994, July 1994.

²Article 2.13 provides that actual users desiring to import items listed in the Order (12 product groups) have
to submit their application for opening letters ofcredit directly to a bank with an undertaking that the goods being
imported are for their use only. In the case of imports of vehicles for disabled persons a specific authorization
is needed from the Ministry of Commerce.
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13. Registration of importers and exporters is done by the Offices of the Export Promotion Bureau
(EPB) under the terms established by the Registration (Importers and Exporters) Order 1993.? There
is a registration fee of Rs 1000 and an annual fee of Rs 100. Firms listed in the public notices issued
by the Ministry of Commerce are eligible to apply for import authorization. For a person or family
with more than one firm, the rule is that only one of the firms can be registered. Foreign firms can
be registered once they have been registered as a company in Pakistan under the Comparies Ordinance,
1984; they must have a place of business in Pakistan and comply with the requirements of section
450 of the Ordinance. However, foreign firms cannot be registered as commercial importers.4

14. Under paragraph 20 of the Registration (Importers and Exporters) Order 1993, "no firms shall
be registered or continue to be registered unless at least fifty per cent of the officers in each class
having more than one officer in the superior, executive and managerial classes and at least seventy-five
per cent of its staff in other classes are nationals of Pakistan, and unless the terms of service in any
class in the matter of pay, allowances, privileges and the like matters are the same for all employees
irrespective of their nationality". Foreign nationals cannot be employed once they are over the age
of 55.

15. Registration may be refused, or, if granted, may be suspended or cancelled for any of a number
of reasons listed in the Order. These reasons include contravening or failing to comply with any
provisions of the Order or other trade and foreign exchange regulations, and different malpractices
such as under- or over-invoicing. In addition, registration can be refused, suspended or cancelled
if the importer is not a member of a professional trade, commercial or industrial association prescribed
by the Companies Ordinance, 1984 or is not a member of a trade organization licensed by the Federal
Government under the Trade Organization Ordinance 1961. 5

16. If registration is refused, suspended or cancelled. the reasons for the decision have to be
communicated to the importer or exporter concerned. Within one month, the aggrieved party may
appeal against the decision. A fee of between Rs 1 ,000 and Rs 5,000 is to be paid after each appeal.
Final decisions in matters of registration are taken by the Secretary to the Ministry of Commerce or
an Officer. not below the rank of Additional Secretary, authorized by him to act on his behalf. Final
administrative decisions in matters of registration can be challenged before the courts.

17. Lists of the names, classes or categories of importers or exporters granted registration and
ofpersons whose registration has been cancelled are published from time to time in the official Gazette.

³The offices of the EPB are located in Islamabad, Karachi, Lahore, Peshawar, Quetta, Hyderabad, Multan,
Sialkot, Gujranwala and Faisalabad.

'Commercial importer means a firm, institution, body, organization, person or group of persons, registered
as an importer under the registration (Importers and Exporters') Order 1993.

5The licensed and recognized organizations include the Pakistan Association of Trade and Industry and area
Chambers of Commerce and Industry affiliated to the Federation of Chambers of Commerce and Industry.
Exporters of surgical goods, sports goods and gloves have to produce certificates of membership of their respective
trade association and of the local Chamber of Commerce and Industry.
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b) Specific import rights

18. There has been a recent, gradual abolition ofthe exclusive import and export rights for a number
of products, including edible oil, of the Trading Corporation of Pakistan (TCP). At present, according
to the authorities, no item is solely importable by TCP.

(ii) Tariffs

19. Tariffs and other charges on imports have traditionally been a major source ofbudgetary revenue
in Pakistan; in 1986-89. they averaged some 32 per cent of budgetary receipts and 7.3 per cent of
GDP (Chart IV. 1) Before the economic and structural reforms started in 1988, tariff rates were high
and uneven: in the early 1980s, the unweighed average ofad valorem tariff rates was about 77 per cent
with a standard deviation over 52 per cent. The system lacked transparency, largely due to numerous
tariff concessions to industries and regions. As a result, applied tariffs were substantially lower than
statutory rates. The tariff structure contributed to distortions in Pakistan's industrial structure.

Chart IV.1
The share of taxes on international trade in
1984/85-1992/93 a
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1990-91
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indirect tax revenue,

Rs. million and per cent
45.4%
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a Including tariffsurcharge, import surcharge (until 1992/93), Iqra, flooJ relief charge and regulatory

duties.
Source: Government of Pakistan, Economic Survey 1992-93.

20. The first comprehensive tariff changes were introduced in 1987/88. Most rates were cut and
the unweighed average tariff rate fell from 77 per cent to 69 per cent. Since then the Government
has regularly reduced tariffs, especially peaks. lowering the average to some 50 per cent in 1994/95.
The share of customs duties in total Government revenues has declined from 5.1 per cent (1988/89)
to 4.4 per cent (1992/93) of GDP.



C/RM/S/50 Trade Policy Review Mechanism
Page 38

21. In 1992/93, a 10 per cent import surcharge was merged with the customs duty.6 In July 1993,
a significant number of tariffs were lowered from 90 per cent to 80 per cent and duties were reduced
by 30 percentage points on various dyes and chemicals used as inputs for a number of textile and leather
goods, although for a number of items import tariffs ranging from 50 to 80 per cent were retained
to protect local industry. In July 1994 all para-tariffs were merged into the customs duty and tariff
rates were lowered further.

22. The legal basis for Pakistan's customs system is the Customs Act 1969. In customs matters
the Federal Government has the general authority, which is exercised through the Ministry of Finance
and the Central Board of Revenue. Customs duties are levied at rates prescribed in the First Schedule
of the Customs Act 1969.7 The Customs Act empowers the Federal Government to impose regulatory
or special customs duties on any of the goods specified in the First Schedule.

(a) Form of tariffs

23. Since 1988, Pakistan's import tariff nomenclature is based on the Harmonized System (HS).
The tariff contains 5464 lines at the 8 digit level.

24. AImost 97 per cent of tariff lines are subject to ad valorem rates. The tariff includes 128 specific
and compound tarifflines. ofwhich 18 are in agriculture; others apply to petroleum, sodium hydroxide,
tanning and dyeing extracts, man-made filaments and staple fibres, base metals and some machines.
Pakistan has decided to convert specific and compound duties to ad valorem duties as part of its ongoing
tariff reforms. The conversion is expected to be finalized by June 1996.

25. The Pakistan tariff remains complex. Statutory tariff rates are often replaced by lower
concessionary rates, which are indicated at the end of each HS chapter. As a result, individual tariff
lines may be subject to more than one rate. Another impact of tariff concessions is that the level of
applied tariff rates can differ substantially from the statutory rates.

(b) Average tariff level and tariff range

26. In 1993/1994, the simple average ad valorem m.f.n. stautory import tariff rate in Pakistan
was 56 per cent, with a standard deviation of 27 per cent. The tariffaverage did not reflect the exact
tariffburden, as ad valorem equivalents of non-ad valorem rates were not available; however, in view
ofthe relatively low share ofnon-ad valorem tarifflines, the inclusion ofad valorem equivalents should
not change the average significantly. At present, due to tariff deductions introduced in July 1994,
the simple average of statutory tariff rates in Pakistan is in the order of 50 per cent, according to
calculations made by the authorities.8

6The import surcharge, at the level of 5 per cent, was introduced in 1982/83; it was subsequently increased
to 7 per cent (1988) and 10 per cent (1990).

7The Second Schedule includes export tariffs.

8Due to the date ofannouncement of the 1994/95 tariff rates, the Secretariat was not ina position to prepare
calculations based on the new tariffs.
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27. In 1993/1994, the Pakistan customs tariff consisted of 13 different rates (Chart IV.2).9 The
most common tariff rates were 75 and 80 per cent, together accounting for 44 per cent of all tariff
lines; rates of 30 and 50 per cent applied to 21 and 11 per cent of all tarifflines, respectively. Imports
were duty free under 143 tariff lines. A small number of imported manufactured products (such as
certain motor vehicles and alcoholic beverages), despite tariff reductions in 1993, were subjected to
duties of 130 or 250 per cent. After the announcement ofthe 1994/1995 Budget, 70 per cent (including
para-tariffs) has become the highest tariff tier although certain motor vehicies and alcoholic beverages
continue to be subject to higher rates.

Chart IV.2
M.f.n. statutory tariff in Pakistan by sector, 1994 a)

Number oflines and per cent
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a) Calculations exclude specific rates.

Source: Government of Pakistan and GATT Secretariat caIculations.

28. In 1993/1994, in agriculture (HS Chapters 1-24), the simple average tariff was 55 per cent.

Half of all agricultural tariff lines carried rates of 75 or 80 per cent. The second most frequent
agricultural tariff was 10 per cent on 16 per cent of agricultural lines followed by 50 per cent

(17 per cent); imports under 7 per cent of tariff lines were duty free. The highest tariff rate applied
to agricultural imports was 80 per cent. In 1994/1995, the simple average of agricultural tariff rates

has declined to 49 per cent.

29. In the industrial sector (HS Chapters 25-97), the simple average tariff was 60 per cent (with
45 per cent in mining). Imports were duty free under 119 tariff lines. The most frequent tariff rates
on industrial products were 75 and 80 per cent, covering 44 per cent of industrial tariff lines, followed

by 30 per cent (22 per cent of tariff lines), 50 per cent (11 per cent of tariff lines) and 60 per cent

9The rates applicable were: 0; 10; 15; 20; 30; 40; 50; 60; 70; 75; 80; 90; and some tariff lines at over
100 per cent.
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(6 per cent of tariff lines). Tariff rates on imports of industrial raw materials and intermediate goods
ranged between 20 and 50 per cent, and those on imports of capital goods varied between 40 and 80
per cent. Imports ofconsumer goods were subject to higher rates, usually in the range of60-80 per cent.
In 1994/1995, the simple average tariff on industrial products has declined to 51.4 per cent. The
minimum tariff rates on import of industrial raw materials have been lowered to 10 and 15 per cent,
respectively.

(c) Tariff escalation

30. Pakistan's tariff , calculated on the basis of statutory tariff rates in force in 1993/1994, showed
a certain escalation in the manufacturing sector, where imports of primary products were liable to average
tariffs of about 45 per cent, while the average rate for semi-processed and processed items was 52 and
60 per cent respectively. Tariff escalation was substantial in the food, textiles, leather, paper, petroleum,
rubber, and non-ferrous metals sector (Table IV. 1). Tariff reforms being implemented between 1994
and 1996 are likely to retain an escalated tariffstructure, as the authorities believe that tariff escalation
provides an incentive for higher value added production.

Table IV.1
Tariff escalation and tariffranges in Pakistan, 1993

Import tariffs
Average Range Standard

(percent) Deviation

ISIC Product and processing
1 Agriculture, forestry and fishing

- raw materials 55.0 0-80 30.0

2 Mining and quarrying
- raw materials 45.4 0-80 15.9

3 Manufacturing
- 1st stage of processing 45.4 -80 28.2
- semi-processed 52.4 0-80 23. 1
- fully processed 59.5 0-250 28.4

311 Food products
- 1st stage ofprocessing 51.8 0-80 35.3
- semi-processed 65.3 15-80 19.7
- fully processed 70.8 1080 17.2

312 Food manufacturing
- 1st stage of processing 62.0 10-80 23.8
- semi-processed 70.0 5080 13.1

- fully processed 61.8 1080 22.
313 Beverages

- fully processed 97.0 30-235 74.8

314 Tobacco manufactures
- fully processed 80.0 80 0.0

321 Textiles
- 1st stage of processing 34.6 1080 20.1
- semi-processed 73.6 10-80 14.0
- fully processed 76.6 0-80 13.8

322 Clothing
- fully processed 80.0 80 0.0

Table IV.1 Cont'd
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-Import tariffs
Average Range Standard

(per cent) Deviation
323 Leather products

-1st stage of processing 50.0 50 ...
- semi-processed 54.1 30-80 25.5
- fully pressed 77.4 50-80 8.6

324 Footwear
- fully processed 80.0 80 0.0

331 Wood products
- 1st stage of processing 0.0 ° 0.0
- semi-processed 66.9 0-80 16.9
fully processed 80.0 80 0.0

332 Furniture except metal
- fully processed 80.0 80 0.0

341 Paper products
- 1st stage of processing 22.2 20-30 4.3
- semi-processed 58.5 30-80 7.0
- fully processed 75.9 50-80 10.2

342 Printing
- fully processed 40.3 0-80 38.3

351 Industrial chemicals
- 1st mage of processing 41.6 0-70 20.8
- semi-processed 36.3 0-80 17.2
-fulty processed 44.3 10-70 22.9

352 Other chemicals
- 1st stage of processing 80.0 80 0.0
- semi-processed 47.6 30-80 16.6
- fully processed 48.3 0-80 26.8

353 petroleum refineries
1st stage of processing 50.0 SQ 0.0
- semi-processed 54.0 50-70 8.9

- fully processed 52.9 0-70 17.3
354 Petroleum Petroleum and coal products

- 1ststage of processing 33.3 30-50 8.2

semi-processed 38.3 30-60 13.3
- fully processed 80.0 80 0.0

355 Rubber products
- 1st stage ot processing 30.0 30 0.0
- semi-processed 80.0 80 0.0
- fully processed 68.6 10-80 22.6

356 Plastic products
- fully processed 74.3 10-80 16.1

361 Pottery and china
- fully processed 73.5 5080 11.7

362 Glass and products
- semi-processed 70.0 50-80 14.6

- fully processed 67.7 10û80 22.3
369 Non-metallic mineral products

-1st stage of processing 80.0 80 0.0
- semi-processed 30.7 0-0 24.6
- fully processed 71.1 10-80 16.1

Table IV.1 Cont'd
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Import tariffs
Average Range Standard

(per cent) Deviation
371 Iron and steel products

- 1st stage of processing 30.0 30 0.0
- semi-processed 61.8 10-80 17.6

72 Non-ferrous metal
- 1st stage of processing 30.0 30 0.0
- semi-processed 46.1 0-80 24.6
- fully processed 80.0 80 0.0

381 Metal products
- semi-processed 72.0 70-80 4.5
- fully processed 72.2 10-80 16.2

382 Non-electrical machinery, incl. computers
- semi-processed 60.0 60 ...
- fully processed 35.9 0-90 25.1

383 Electrical machinery
- fully processed 57.8 10-80 24.6

384 Transport equipment
- fully processed 59.8 10-250 45.8

385 Professional and scientific equipment
- fully processed 38.4 10-80 27.1

390 Other manufactured products
- 1st stage of processing S8.9 0-80 20.8
- semi-processed 57.5 50-60 5.0
-fully processed 73.7 10-80 17.6

... Not available

Source: GATT Secretariat estimates.

(d) Tariff bindings

31. Upon its accession to the GATT, Pakistan bound 113 CCCN tariff lines. In 1977, Pakistan
was granted a waiver under paragraph 5 of Article XXV of the General Agreement, as the Finance
Act of 1977 had instituted a revision of Pakistans tariff. Under the waiver, Pakistan was authorized
to suspend the application ofthe provisions ofArticle II ofthe General Agreement to the extent necessary
to maintain in force the rates of duty provided in its revised Customs Tariff pending the completion
of negotiations for the modification or withdrawals of concessions in its Schedule XV. According
to the waiver, the negotiations had to be completed by no later than 31 December 1979.'° The waiver
has been extended several times and its scope enlarged to cover the renegotiation of Pakistan's Schedule
of Concessions in the context of the introduction of the Harmonized System in 1988. The most recent
extension of the waiver prolonged the time limit for the conclusion of the negotiations of its Schedule
to 31 December 1994.11 As such, effectively Pakistan had no pre-Uruguay Round tariff bindings.

32. Under the results of the Uruguay Round, Pakistan is to bind about 33 per cent of its tariff lines.
Pakistan will bind some 81 per cent of its agricultural import tariffs (HS Chapters 1-24), most at ceiling

10GATT (1978), Bas.c Instruments and Selected Documents 24th Supplement, page 15.

11GATT document L/7512, 22 July 1994.
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rates of 100 per cent.12 Tariffs on tea, certain types of wheat and maize, and cane and beet sugar and
products will be bound at ceiling rates of 150 per cent and betel nuts will be subject to a ceiling binding
of 200 per cent. A number of agricultural lines will remain non-bound, mainly in the areas ofalcoholic
beverages, swines, and pig meat and products. In the industrial sector (HS Chapter 25-97), Pakistan
will bind 25 per cent of its tariffs, most at ceiling rates of 40 or 50 per cent; for imports of a number
of minerals and products, leather items, travel ware, wood products, some textiles and certain transport
equipment tariffs will be bound at ceiling rates of either 20 or 30 per cent.

(e) Tariff preferences

33. Pakistan, together with Iran and Turkey, is a member of the Economic Co-operation Organization
(ECO). In accordance with the Additional Protocol on Preferential Tariff and its Annex Il, ECO members
have undertaken to grant a 10 per cent duty reduction on imports of listed products from their partners.
Underthe Protocol, Pakistan provides duty reductions on olive oil, bentonite, ores, coke breeze, sodium
borates, table and kitchenware, conveyor belts, paper and paperboard labels, fabrics used for the
manufacture of tubes and tyres ofvehicles, pieces roughly shaped by forging of iron and steel, containers
for compressed or liquified gas, kerosene heaters, compressors for mines, and machinery for the working
of plastics or for the manufacture of products from plastics. The Protocol became operative on
2 May 1993,with tariffpreferences being implemented in June 1994. Increasing the product coverage
and the extent of tariff preferences is under consideration by member States.

34. Pakistan participates in the GATT Protocol relating to Trade Negotiations among Developing
Countries (TNDC). Under the TNDC Pakistan grants tariff preferences to a number of its imports
from Bangladesh, Brazil, Chile, Egypt. Indonesia, Korea, Mexico, Peru, the Philippines, Romania,
Tunisia, Turkey and Uruguay.13

35. Most imports originating from Afghanistan enter duty free.14

(f ) Tariff concessions

36. Under the Customs Act the Federal Government, or in exceptional circumstances the Central
Board of Revenue may, by notification in the official Gazette, exempt any goods from customs duties
or may grant duty concessions.

37. The Pakistan administration resorts frequently to the authorization of tariff exemptions or
concessions. Tariffexceptions/concessions can be grouped into four categories: those on (i) machinery,
raw materials and components meant for export-oriented industries; (ii) machinery for underdeveloped
areas; (iii) raw materials and components for the manufacture of goods in view of high tariff rates

12Under the Uruguay Round definition, Pakistan is to bind about 94 per cent of agricultural tariffs.

13The products on which preferences are given include raisins and sultanas, nuts, cellulose plates and sheets,
certain veneer sheets, cotton yarn, ropes and cables, high pressure hydro-electric conduits of steel, containers.
copper and certain other wires and cables, road building equipment, looms, warping and beaming machines and
knitting machines.

14The legal bans for these preferences is not known to the Secretariat.
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applicable to imported inputs; and (iv) exemptions under specific considerations on raw materials for
various industries, sectors and organizations.

38. Tariffconcessions are temporary and subject to review at the time of the annual federal-budget
exercise. Periodic review can also be undertaken to examine the continued justification for an
exemption/concession. At present there are 27 notifications in force, published in the official Gazette,
to provide specific tariff exemptions/concessions on the import of machinery and equipment.
(Table AIV. 1). The number of such decisions on imports of raw materials and components is 30
(Table AIV.2).

39. Examination of requests for tariff exemptions or concessions submitted by business entities
is the task of the National Tariff Commission (NTC). 15 Examinations can also take place at the request
of the Federal Government or at the own initiative of the NTC. The NTC has to submit its
recommendation within a period of 120 days to the Economic Coordination Committee of the Cabinet.
Since its establishment in 1990, the NTC has prepared 75 studies on requests for tariff exemptions
or concessions; some 80 per cent of the requests were for tariff reduction on inputs, while the rest
sought higher tariffs on final products.

40. The NTC, before making its recommendation, carries out an in-depth analysis to determine
the cost and economic situation of the local industry vis-à-vis competing imported products. Before
the formulation of NTC recommendations all concerned parties are invited to present their views.
Public hearings are also arranged. In making its recommendations, theNTC tries to ensure that effective
protection rates for products in the same category should be the same.

41. Besides effective rates of protection, the NTC bears in mind the following criteria in examining
a proposal for tariff protection or assistance: (i) the quality of the product and that it conforms to
the standards laid down by the Pakistan Standards Institution or, in the absence of such standards, to
internationally accepted standards; (ii) the additional costs to consumers; and that (iii) the industry
is not likely to need protection or assistance after a reasonable period of time.

42. In the framework of Pakistan's ongoing global tariff reform the concessionary tariff régime
has been thoroughly reviewed. In the interest of making the tariff structure more simple and uniform
and to reduce the distortions in the incentive system, the withdrawal of many concessions has been
agreed, others are to be changed and some are to be maintained. Time bound concessions applicable
to particular sectors or which are meant to encourage balanced regional industrial growth will remain
in force and will be reviewed on expiry of the relevant period. It was agreed, however, that in most
instances these would not be extended. Ingeneral, concessions slated for elimination are to be withdrawn
in three annual phases, beginning 1 July 1994.

43. The broad principles used in examining current exemptions are that those: exemptions initially
intended to promote exports related to essential commodities and defence, or have social implications,
or protect deletion programmes are to be retained; and exemptions grantedto public sector organizations
of a commercial nature are to be withdrawn, as are those that treat commercial and industrial importers
differently.

15National Tariff Commission Act 1990.
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44. Concessional rates are not incorporated in the First Schedule to the Customs Act 1969, at the
tariff line level; they are indicated under column No. 6 (Conditions of Import), with more precise
information on the scope ofthe concession at the end ofeach HS chapter. The concessions are frequently
applied to items covering only a part of the products falling under a specific tariff line; they may also
be granted on the basis of end-use, end-user or locational provisions. Therefore, the same product
may often be subject to different tariffrates depending on the qualifying circumstances. For this reason,
the level ofapplied tariffs is substantially lower than that of statutory rates and the analysis of Pakistan's
tariff is difficult.

(g) Tariff reforms, 1994-1996

45. In 1993, within the framework of the Programme of Economic and Social Reforms, a Tariff
Reform Committee was established under the Chairmanship of the Minister of Commerce. The task
ofthe Committee was to make proposals on the simplification and rationalization of the tariff structure,
in order to promote efficiency, improve resource allocation and eliminate export bias, but without a
sizable loss of revenues, deterioration in the balance of trade and decline in the protection of domestic
industries.

46. The Committee concluded that, in respect of the present tariff regime: effective protection
for local industry against imports was high, with great variation in effective protection between these
activities, which had generated a strong anti-export bias in resource allocation, as exporting activities
were re!atively less profitable and therefore attracted less capital; excessive protection of domestic
industry had generated potential for increasing inefficiencies, waste and decline in quality; numerous
tariff tiers and exemptions had created a complicated and opaque tariff regime; the practice of giving
concessions and exemptions had encouraged efforts towards seeking profits through exemptions rather
than through improved quality control or marketing; the high nominal rates of duty underinvoicing,
smuggling, and misdeclaration of quantity and quality of goods; the tariff régime had discouraged
investments by raising the cost ofcapital and the cost ofproduction; as a result of numerous exemptions
and concessions, most of the Government's tariff revenue was generated from a limited number of
products; and the complicated tariff structure gave customs officials wide ranging discretionary powers
which bred corruption.16

47. The Committee proposed two, alternative tariff plans to be phased in over a three year period
and characterized by maximum rates of 35 per cent (with some exemptions at 50 per cent) and
50 per cent, respectively. The Cabinet's Economic Coordinating Committee of the previous Government
had agreed to the "35 per cent" plan and its implementation has started with the 1994/1995 budget.
(Table IV.2).

16National Tariff Commission, Ministry of Commerce (1993), Report of the Tariff Reforms Committee
Islamabad.



C/RM/S/50 Trade Policy Review Mechanism
Page 46

Table IV.2
Suggested phasing of tariff reforms and tariff rates (1994-96)
(Per cent)

1994-95 1995-96 1996-97J

Raw Materials

Primary raw materials 10 10 10

Secondary raw materials

Not locally available 20 20 15

Locally available 30 30 20

Intermediate Goods

Not locally available 40 35 25

Locally available 50 45 30

Finished Goods 50 50 35
60 50 35
70 60 35

Machinery and equipment 10 10 10
(not locally available)

Food, fertilizer, pharmaceutical and pesticides (not locally exempt exempt exempt
available)

Source: Ministry of Commerce

48. Associated with the tarif reform plan, the main recommendations of the Committee included:
the existing import fee (6 per cent), Iqra surcharge (5 per cent) and flood relief surcharge (1 per cent),
should be merged with the statutory tariff rates; a new régime of statutory tariff rates should be
introduced with seven ad valorem tarifftiers;17 the tier structure would represent a cascading ofnominal
tariffs with progressive stages ofmanufacturing and locally available products would be subjectto higher
duties for reasons of protection; raw materials and intermediate goods predominantly used in the
production of exports should be subject to a zero rate of duty; tariffs on exportable finished goods
should be less than the norm applied to other finished goods; tariffs on machinery and equipment should
be 10 per cent, unless locally available; the new tariff rates should be phased in gradually over a three
year period starting in 1994/95, to allow industry and labour time to adjust to the changes; wheat,
life saving drugs and motor vehicles, petroleum , oil and lubricants, automotive vehicles and alcoholic
beverages should be subject to existing tariff rates; high prority domestic industries, such as engineering,
chemicals should receive nominal tariff protection of 50 per cent; and many concessions presently
in force should be withdrawn, others changed and some maintained.

49. The most important impact of the tariff reform is expected to be on resource allocation and
efficiency of existing activities, with benefits in terms of higher growth and employment accruing
in the medium term. According to the calculations made by the authorities, under the first alternative
(maximum rate 35 per cent), together with the direct tax reform, the Government revenue loss would

17With the 35 per cent maximum tariff, there would be : 0; 10; 15; 20; 25; 30; and 35 per cent (with some
rates at50 per cent). Under the50 per cent maximum tariff the tiers would be: 0; 10; 15; 25; 35: 45; and
50 per cent.
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amount to about Rs 9 billion a year. Implementation of the second alternative (maximum rate 50 per
cent) would not result in a loss of Government revenue.

50. The calculations of the Tariff Reform Committee suggest that in the 50 per cent maximum
tariff case, the average effective rate of protection (for positive value added industries) would drop
from the current 212 per cent to 127 per cent; and, in the maximum 35 per cent tariff case, average
effective protection would decline to 90 per cent (Table IV.3).

Table IV.3
Changes in effective rates of protection (ERPs) for industry as a result of tariff reforms

Number of Number of Average ERP for all products Average ERP of all products
products with products with prior to reform: after reforms:
increase in decrease in (per cent) (per cent)
ERP ERP

Entire simple' Only with Entire sample only with
+ive ERPs** +ive ERPs**

35 per cent 26 21 76 212 50 96
max case

50 percent 27 20 76 212 66 127
max case

Note: * Excluding outliers.
Excluding negative ERPs.

Source: Pakistan Ministry of Commerce, Tariff Reform Committee.

51. The Tariff Reform Committee estimated that the adoption of a tariff régime with a maximum
tariff of 35 per cent in the terminal year, assuming low price elasticities, would result in an annual
increase in imports of about Rs 9 billion, equivalentto about4 per cent of 1992 imports. In themedium
term, this increase, according to the Committee, would be offset by an increase in exports.

(g) Customs valuation and customs procedures

52. Under Section 25 ofthe Customs Act 1969, the customs value of imported goods is the "normal
price", defined as the price "they would fetch... on a sale in open market between a buyer and a seller
independent of each other." An open market sale between a buyer and a seller independent of each
other presupposes, according to the Customs Act that: the price is the sole consideration; the price
is not influenced by any commercial, financial or other relationship between the seller and the buyer;
and. no part of the proceeds of any subsequent resale, other disposal or use of the goods will accrue
to the seller.

53. As per the Customs Act, the normal price of imported goods has to be determined on the
assumption that: the goods are delivered to the buyer at the port or place of importation or, in case
of air transportation, at the airport or place where they are unloaded in Pakistan; the seller bears freight,
insurance, commission and all other costs, charges and expenses incidental to the sale and the delivery
of goods that are to be included in the normal price; and the buyer bears any duties or taxes applicable
in Pakistan that are not included in the normal price. Where imported goods are manufactured in
accordance with any patented invention, or a protected design has been applied in the manufacturing
process, or the goods are imported under a foreign trade mark, the normal price has to be determined
on the assumption that it includes the value of the right to use the patent, design or trade mark.
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54. Pakistan has not signed the GATT Customs Valuation Code. According to the authorities,
membership ofthe Code would make it more difficult to prevent false invoicing and cheating on imports,
in that the "transaction value" concept, as defined by the Code, would put the burden of proof on
the customs authorities, who are not trained to carry out this function efficiently. With the introduction
of the tariff reform, Pakistan's approach to the Code will be revised and it is expected that with some
reservations, after a period of several years, the Code will be acceptable to Pakistan. In any event.
the authorities expect that Pakistan will be fully able to meet itsWTO obligations with respect to customs
valuations. Pakistan is a member of the Kyoto Convention and the Nairobi Convention.

55. At present, the valuation ofgoods imported into Pakistan is done by comparing declared values
ofimported goods with the prices in the Valuation Manual, published by the Pakistan customs authorities
on a quarterly basis in accordance with Section 25B of the Customs Act 1969. According to the
authorities, the published prices for about 14,000 items imported into Pakistan are ascertained, with
the involvement of importers' association, on the basis of past import data and international trade
journals. Prices for the same product usually differ depending on the origin of imports. The purpose
of the Valuation Manual is to provide back-up data for operation at various customs points in Pakistan
and ensure uniformity in customs valuation.

56. If the customs officer finds that the value of the goods declared by the importer is less than
the value determined in accordance with the rules described above, the official may require the importer
to pay duty on the basis of these rules. If the importer is unwilling to do so, the customs authority,
on behalf of the Federal Government, may acquire the imported goods by paying to the importer the
value as declared in the bill of entry. This provision, however, has not been used to date.

57. According to the authorities, differences between declared and imputed customs value do arise,
but an efficient appeal mechanism has been established. Appeals against customs decisions by officers
to the rank of deputy collector may be filed with one of the three Collectors of customs. The orders
passed by collectors can be appealed before a Member of the Central Board of Revenue. The Customs
Act also provides for a revision of customs decisions by the Federal Government.

58. An application for customs clearance requires the bill of entry, bill of lading, letter of credit,
invoice and packing list plus any additional document that can also be asked for under Section 26 of
the Customs Act ifneed arises. The import declaration is subject to verification. Addtional information
is required in cases where prima-facie mis-documentation is suspected. Import declarations are rejected
if they are found false and importers are then prosecuted.

59. The owner of the imported goods executes a bond that includes a penalty payment of double
the assessed duty to cover the event that the rules are not observed or duties and fines are not paid
on time.

60. According to the authorities, the usual customs clearance time, covering some 90 per cent of
cases, is 24 hours. Some 2 per cent of the goods is examined on a random selection basis. However,
in cases where conditional exemptions or other formalities are required, customs clearance usually
takes 48 hours.

61. Pakistan Customs Administration is currently simplifying its procedures, mainly through
computerized assessment. A reform of the working procedure is also in process. A transition to a
new self-assessment system will be gradual, starting with small revenue items at major customs ports,
including Karachi. A small number of companies have begun, on an experimental basis, the self-
assessment of duties on their imports.
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62. The authorities note that smuggling is fairly substantial but that Pakistan's long borders and
a lack of adequate resources make strict controls difficult. Transit to Afghanistan is particularly
susceptible to smuggling; the northern part of Pakistan is a recognized tribal area where the normal
movement of people facilitates detouring consignments back into the Pakistan customs area. Products
most frequently smuggled include chemicals, cigarettes and non-durable consumer items. The authorities
estimate smuggling activity at some Rs 20 billion a year, representing an annual tariff revenue loss
of about Rs 10 billion. It is thought that tariff reform will lead to a significant decline of smuggling.

(iii) Tariffquotas

63. Pakistan does not have any tariff quotas.

(iv) Variable import levies

64. Pakistan does not apply any variable import levies.

(v) Other levies and charges

(a) Import fee

65. Until July 1994, under the Import Fee Order 1993 most imports were subject to a 6 per cent
ad valorem fee. An additional 1 and 2 per cent fee was levied if the shipment of goods took place
before the opening of a letter of credit or if the goods were shipped within 12 months after the expiry
of an initial 12 month letter ofcredit. 18 The import fee, as part of Pakistan's tariffreform, was abolished
in July 1994.

66. In 1992/93, the amount collected under the import fee was Rs 12.8 billion, equal to 6.3 per cent
of federal budget revenue.

(b) Iqra surcharge

67. Between 1985 and July 1994, imports were subject to a 5 per cent educational tax, the Iqra
surcharge.19 Since 1 July 1994, the Iqra surcharge (together with the regulatory duty and the flood
relief surcharge) has been integrated into the customs duty.

18The Import Fee Order did not apply to imports by departments of the Federal or Provincial Governments,
state hospitals or to a number of other non-commercial imports. Imports ofsome products, such as wheat, pulses,
certain machinery not produced locally, temperate region plants, seeds of vegetables, fruits and flowers, long
staple cotton , and certain ships were also exempt from the import fee.

19The Federal Government and, exceptionally, the Central Board of Revenue had the right, by notification
in the official Gazette, to exempt any goods imported into Pakistan from aIl or part of the surcharge. Frequently
the exemption was made subject to conditions, such as participation in a programme approved by the Government
or if the imports are fora designated purpose. In 1993/1994,41 product groupswere Iqra exempt. Theexempted
products include certain petroleum oils, fertilizers, phosphate rocks imported for projects approved by the
Government for the manufacture offertilizers, certain pharmaceutical raw materials, pharmaceutical and medical
preparations, red chilies, plant and machinery not manufactured locally and imported for setting up industrial
projects and the expansion of existing fertilizer projects, sulphur if imported by recognized manufactures of
fertilizers, onions, breeding cattle if imported by land rout from China, potatoes, wheat, aircraft imported by
a Pakistan airline, live plants, vegetable seeds, fruits and flowers, weedkiller and ships
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68. In 1992/93, 5.8 per cent of federal budget revenue (Rs 10.3 billion) came from the lqra
surcharge. The earnings from the surcharge were spent exclusively on development schemes in the
education sector.

(c) Regulatory duty

69. Until July 1994, under Section 18.2 of the Customs Act 1969 Pakistan levied a regulatory duty,
the "flood relieve surcharge", at 1 per cent on all imports except: wheat, fertilizers, currency notes
imported by the State Bank of Pakistan or any other authorized bank, imports made by diplomats and
diplomatic missions, goods received in the event of natural disaster, petroleum, oil and lubricants,
goods received as grants-in-aid under contracts with foreign governments, defence stores, ships under
some conditions, and goods imported temporarily and subsequently re-exported.20 The "flood relief
surcharge" has been consolidated into the tariff with effect from 1 July 1994.

70. In 1993/94, 71 items were also subject to regulatory duties, for emergency protection against
imports, at rates ranging from 10 to 80 per cent; in addition a few products were subject to specific
regulatory tariffs. Regulatory duties are levied were in place for a fixed, limited period and were
normally reviewed on an annual basis. Products subject to regulatory duties included some meat
products, palm stearin, tobacco, cigarettes, certainchemicals, paper and paperproducts, metals, boilers,
certain machinery, ball bearings, some electric items, armoured security vans, yachts and some medical
instruments. 21 In the 1994/1995 budget, all regulatory levies have been integrated into the tariff.
At present, no regulatory duty is levied on imports.

(d) Special customs duty

71. Section 18A of the Customs Act 1969, as amended by the Finance Act 1991, provides that
the Federal Government may, by notification in the Gazette, levy a special customs duty on imports
at a rate not exceeding the excise duty on like Pakistan products. At present. Pakistan does not impose
special customs duties on any imports.

(f) Customs warehousing charge

72. A charge for the warehousing of goods at customs is levied at 1 per cent for the first 3 months
for all categories ofgoods, and an additional 2 per cent for the nex. 3 month period in respect ofgoods
other than consumer goods; the latter 2 per cent is viewed as a penalty by the authorities, for delay
in de-storage. The main purpose of the warehouse charge is te prevent speculation, hoarding or blocking
foreign exchange for an unnecessarily long period and to encourage a more efficient use of narrow
storage facilities. The Federal Government may, by notification in the Gazette, exempt any goods
from the charge.

( g) General Sales Tax

73. Pakistan introduced a value-added type General Sales Tax (GST) in 1990, by amending its
Sales Tax Act, 1959 by the Sales Tax (Amendment) Act, 1990. At present, the GST is levied at a
rate of 15 per cent ad valorem, on both domestic and imported products.

21Ibid.

20S.R.O. 546(1)/93.
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74. In addition to the 15 per cent GST, a 2 per cent fixed sales tax is levied at the import stage
in lieu of sales tax at the retail stage. on 28 items. Sales tax is levied on the basis of the retail price
of 49 locally produced items including 28 types of items that were previously assessed a fixed sales
tax of 2 per cent of ex-factory price at the manufacturing stage.

75. The Federal Government has granted an exemption from the sales tax to eight categories of
goods both at the import and manufacturing stages i.e. essential food items, medicines, fertilizers,
pesticides, petroleum and its products. area exemption in the energy sector and time bound exemptions.

76. At present 173 locally produced commodities and 180 imported goods are GST exempt. The
Government has withdrawn sales tax exemptions from 170 locally produced items and 104 imported
items in the Budget 1994/1995. The long-term policy of the Government is to reduce exemptions, in
order to generate more budget revenue. There are no plans to withdraw exemptions regarding essential
foodstuffs, medicines, fertilizers, pesticides and petroleum products. The Government has faced no
administrative difficulties in collecting GST on goods imported into Pakistan. However, it faces
difficulties in coilecting taxes in respect of some locally produced goods including on unprocessed fabrics,
hand knotted carpets. and marble tiles.

77. About 100 categories of items, produced in Pakistan, enjoy unconditional GST exemptions.'
Certain items have been granted an exemption subject to conditions; for example, footwear is exempt
only if the retail price does not exceed Rs 250 per pair;23 and machinery and equipment have been
GST exempted if supplied in the framework of an international tender.24 Certain goods like parts
oftwo wheelers, buses and trucks, tractors and some other parts manufactured by vendors and supplied
to the principal are also exempt from the sales tax. Goods produced by factories established between
1 July 1991 and 30 June 1996 in some underdeveloped areas, like NWFP and Baluchistan (excluding
Hub Chowlei area), are exempt from GST for a period of 5 years.25 However, a capping clause has
been inserted that restricts this facility to those units which have opened a Letter of Credit or firmed
up financial arrangements with the banks up to 30 June 1994 and are set up before 30 June 1996.26

78. ln 1993/94, government revenue from the sales tax amounted to Rs 304 billion.

79. Exports have been zero rated under the Sales Tax Act 1990 and GSTpaid on exports is refunded.

(h) Excise tax

80. Ad valorem and specific excise taxes, based on the Central Excise and Salt Act, 1944, are
levied on 63 domestically produced commodities and 15 services. Ad valorem rates range from 3 to
200 per cent (on some beverages. cigarettes and certain lubricating oils). Imported products are not
subject to an excise tax.

22S.R.O. 492(I)/93.

23S.R.O. 598(I)/90.

24S.R.O. 580(l)/90.

25S.R.O. 580(I) 94.

26S.R.O. 561(I) 94.
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81. Exemption from excise duties is mainly on essential items. such as fertilizers, salt and kerosene
oil. Exemptions are also given in respect of products whose revenue yield is not significant, such as
coffee. matches and laundry, soap, or whose combined incidence of excise duty and sales tax is likely
to be excessive tax burden on consumers, for example, tea, seda, ash, caustic soda, rubber products
and plastic products. Export oriented products, such as cotton fabrics and leather, are also exempted.
In case of a few items a cottage industry exemption is available provided the units satisfy conditions
in respect of employed capital and labour.

82. With a broadening of the sales tax base. the scope of central excise duty is gradually being
restricted to major revenue earners, including beverages, sugar, cigarettes and petroleum, oil and
lubricating products. In 1992/93 revenue from excise duties amounted to 2.6 per cent of GDP.

(vi) Minimum import prices

83. Pakistan does not apply minimum import prices. However, paragraph 2.6 ofthe Import Policy
Order 1994 requires that: "No imports shall be made except at the most competitive rates;" as such,
importers may be required within a period of three years to submit documents concerning the prices
of goods they have brought into Pakistan. The Secretariat has no information on the implementation
of this rule.

(vii) General provisions on import prohibitions and import restrictions

84. As part of Pakistan's macroeconomic and structural reforms, the coverage of import prohibitions,
import restrictions and licensing has been gradually reduced. In the 1989/90 Import Policy Order 70
categories of goods were removed from the Negative List, thereby reducing the list to 215 categories.
In the following years the list was further reduced, to 77 in 1993/94, and 75 in 1994/95; the number
of categories subject to different import restrictions (the Restricted List) was reduced from 105 to 50
by 1993/94 and the 1994 Import Policy Order removed the Restricted List. Items not on the Negative
List are freely importable except those which are importable subject to fulfilment of certain conditions.
Products which were on the Restricted List could only be imported if they satisfied the requirements
specified in the Import Policy Order.

85. Under paragraph 1.4. of the Import Policy Order 1994, the Government may, in the public
interest, temporarily or permanently suspend the importation of any item so as to prevent dumping,
speculation. exaggerated imports, formation of monopolies and the exploitation of the consumers. or
it may restrict imports from countries resorting to discriminatory measures against Pakistan's exports.
The Secretriat has no information on the implementation of this provision.

86. The Import Policy Order 1994 provides that prohibited imports may nevertheless be imported
by or for public sector agencies. provided that the expenditure involved is charged to the foreign
exchange allocation of the concerned agency.



Pakistan C/RM/S/50
Page 53

87. In Pakistan, banks, together with Customs Authorities, play a central rôle in controlling the
implementation of rules relating to import procedures. Banks, on opening letters of credit, check whether
the importer has complied with all formal and substantive import requirements as laid down in the
relevant legislation.

(viii) Import prohibitions

88. All imports from Israel are prohibited.

89. Appendix "E" to the Import-Export Procedures Order 1993 lists 571 items at the HS 8 digit
level that are importable. from India; all other imports from India are prohibited.

90. Section Il. ofChapter4 of the import Policy Order 1994, includes the Negative list (Table IV.4).
This list contains 75 items, a number of which are banned for religious, health or safety reasons, as
well as goods that are banned in accordance with international agreements. The list also includes textile
and clothing items, which have been included for balance-of-payments purposes. In addition, the
authorities noted that imports of textile and clothing products are restricted in almost all developed
and developing countries and that therefore Pakistan has placed these products on the Negative List
also for reasons of reciprocity.

91. Negative List items may be imported under certain conditions, determined from time to time
and authorized by the Export Promotions Bureau, if the items are to be used for the manufacture of
goods for export; the imports are up to a percentage ofthe f.o.b value of the exports, which percentage
is set on case by case basis.
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Table IV.4
Negative List - fiscal year 1994/95

The importation of following items. unless specifically authorized. is not permissible into Pakistan:

(a) Translation of the Holy Quran without Arabic text.
(b) Goods (including their containers) bearing any words or inscription of a religions connotation, the use or

disposal of which may injure the religious feelings of any sect. class or group in Pakistan.
(c) Goods (including their containers) bearing any obscene pictures, writtings. inscriptions or visible

representations.
(d) Horror comics, obscene and subversive literatureand anti-Islamic literature.
(e) Second-hand commodities or reconditioned goods or factory rejects and goods of job-lot or sub-standard

quality except second-hand/reconditioned machinery and millwork, clothing including footwear, travelling
rugs and blankets. woulds and moulding dies, second-hand ships for carrying cargo and passengers oil
tankers and liquid cargo carriers, and waste, seconds and cuttings of:
(i) Iron and steel (excluding stainless steelsheets/plates in cut length or coils minimum width

50.8cm (20 inch) and minimum length 121.9cm (48-inch);
(ii) Tin sheets/plates of one side not less than 45.7cm (18-inch);
(iii) Stainless steel sheets and plates.

(f) Any goods containing ingredients or parts which may be repugnant to injunctions of Islam as laid down in
the Holy Quran and Sunna of the Holy Prophet (peace be upon him), including products and by-products of
pigs, hogs. boars or swine.

(g) Dyes based on benzidine or containing it.
(h) Hazardous washes.

HeadingNo. Description

0103.0000 Live swine.
0203.0000 Meat and edible meat offal.
0205.0000
to
0210.0000
0410.0000 Edible products of animal origin. not elsewhere specified or included.
0502.1000 Pigs "hogs" or boars, bristles and hair and waste thereof.
0504.0010 Guts. bladders and stornachs, whole and pieces thereof, of pigs. hogs, boars or swine.

0507.9010 Rhinoceros horns, whaiebone and tortoise shell.

0511.9911 Products of pigs. swine. hogs or boars.
0511.9921
0511.9951
0511.9991 Dead pigs. swine, hogs or boars and other products thereof.
0701.9000 Other (potatoes fresh or chilled).
121 1.9010 Cannabis berbs and coca leaves.
1301.9010 Cannabis resin and cannabis balsams.

1342.1100 Opium.
1302.1920 Concentrate of poppy straw; extracts and tinctures of cannabis.

1501.0010 Lard. other pig fat
1503.0010 Lard stearin: lard oil
203.0000 Beverages and spirit.

2207.0000
2208.2000 Spirits obtained by distilling grape wine or grape marc.

2208.3000 Whiskies.
2208.4000 Rum and tafia.
2208.5000 Gin and Genever.
220.9000 Other (undenatured ethylalcohol, etc.).

2303.3000 Brewing and distilling dregs and waste.

2307.000 Wines less; argol.
2921.5900 Other (benxidine and its dervarties).

Table IV.4 Cont'd
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Heading No. Description

2925 - 1110 Paraphenctole carbamide and 5 Nitro 2nd proxy-aniline in both tablet and powder/crystalline forms.
2930.9010 Allylisothiocyanate.
2939-3010 Caffeine citrate.
3604.1000 Fireworks.
3604.9090 Other (pyrotechnic articles).
3704.0010 Cinematograph film wholly or partly exposed in any Pakistani or Indian language, with or without

sound track and depicting Pakistani or Indian way of life either silent or dubbed, or in which
leading roles have been played by Pakistani or Indian actors or actresses.

3706.0000 Cinematograph film wholly or partly exposed and developed in any Pakistani or Indian language.
with or without a sound track and depicting Pakistani or Indian way of living, either silent or
dubbed, or in which leading roles have been played by Pakistani or Indian actors or actresses.

4012. 1000 Retreaded tyres.
4012.2000 Used pneumatic tyres.
4301.0000 Furskins and manufacturers thereof, other than raw furskins and tanned or dressed furskins of
to sheep. Iambs, rabbits. goats. kids thereof and calf.
4303.0000
5007. 1090 Other (woven fabrics).
5007.2090 Other (woven fabrics).
5007.9090 Other (woven fabrics).
5111.0000 Woven fabrics of carded wool or of carded fine animal hair, other than:

(i) Karakuli and alpaca cloth.
(ii) Fabrics used as lining material.

5112.000 Woven fabrics of combed wool or of combed fine animal hair, other than:

(i) Karakuli and alpaca cloth.
(ii) Fabrics used as lining material.

5208.000 Woven fabrics of cotton, except the following:
to
5212.000 (i) Grey cloth (fabrics containing 100% by weight of cotton. unbleached and not

mercerised).
(ii) Tyre cord fabrics.
(iii) Karakuli cloth.
(iv) Umbrella cloth.
(v) Ribbon cloth/type-cloth for typewriter and similar

ribbons.
(vi) Fabrics used as lining material

5407.0000 Woven fabrics of synthetic filament yarnand of artificial yarn. except the following:
5408.0000

(i) Karakuli cloth.
(ii) Umbrella cloth.
(iii) Type cord fabrics.
(iv) Striped taffeta

5512.000 Woven fabrics of synthetic staple fibres and of artificial staple fibres, except the following:
to
5516.0000 (i) Karakuli cloth.

(ii) Striped
(iii) Umbrella cloth.

5603.0000 Other (non-woven. whether or not impregnated. coated. covered or laminated).

Table IV.4 Cont'd
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Heading No. Descriptionrpti

5701.0000 Carpets and other textile floor coverings, except synthetic turf for hockey fields.
to

5705.0000
5801.0000 Special woven fabrics, tufted textiles; lace; tapestries; trimmings. embroidery, except the
to following:
5811.0000

(a) Cotton banding for driving machines and mechanical appliances.
(b) Corduroy velveteen.
(c) Laminated laces.
(d) Special ribbon for outside wrapping including boldue.
(e) Synthetic/nylon tape for manufacture of rubber hose.
(f) "Velcro" tape.
(g) Velvet fents. not exceeding one metre in length.
(h) Woven printed and embroidered labels.
(i) Articles of felt used in domestic electric appliances.
(j) Polyester braided thread.
(k) Cloth ribbon for type writer.
(I) Elastic tapes/webbing and trimmings consisting of textile materials combined

with rubber threads.
5905-0000 Textile wall coverings.
5907.0019 Other (textile fabrics otherwise impregnated. coated or covered).
6001.0000 Knitted and crocheted fabrics, except Polyurethane yarns alike, but not limited to lycra and spandex
6002.0000 yarns.

6101--0000 Articles of apparel and clothing accessories, knitted or crocheted, except elastic bands and straps.
to falling in sub-heading No 6117.9090
6117.0000
6201.0000 Articles of apparel and clothing accessories. not knitted or crocheted. except the following garments
to falling in sub-headings Nos. 6217.1010 and 6217.1090:
6217.0000

(a) Shoulder or other pads for garments.
(b) Shoulder straps for garments.
(c) Row for brassieres.

6302.0000 Bedlinen, toilet linen and kitchen linen.
6303.0000 Curtains (ncluding drapes) and interior blinds; curtain or bed valances.
6304.0000 Other furnishing articles. excluding those headings No. 94.04.
6305.1090 Sacks and bags other than those of jute or of polyethylene or polypropylene.
6305.2000
6305.3900
6305.9000
6306.0000 Tarpaulins and tents.
6308.0000 Sets consisting of woven fabrics and yarn. whether or not with accessories for making up into rugs.

tapestries, embroidered table cloths or serviettes, or similar textile articles. put up in packing for
retail sale.

6812.5010 Clothing (of asbestos).
8438.4000 Brewery machinery.
8706.0090 Other (chassis fitted with engines for the motor vehicles of headings Nos.87.03, 87.04 and 87.05

(other than those of trucks and fire engines).
8710.0000 Tanks and other armoured fighting vehicles. motorised, whether or not fitted with weapons, and

parts of such vehicles, other than Announed Security Vans.
9301.0000 Artillery weapons. machine-guns. sub machine-guns. automatic rifles of all calibre and other

military fire-arms and projectiles (other than revolvers and pistols).
9302.0010 Revolvers and pistols of prohibited bores and of calibers higher than 0.46 inches bore.
9303.3020 Arms of prohibited bores including semi-automatic rifles and 7.62 mm and rifles of 8 mm and 9mm

bores.

Table IV,4 Cont'd



Pakistan C/RM/S/50
Page 57

Heading No. Description

9303.3030 Arms of calibers higher than 0.22 bort rifles.
9303.9000 Other (fire arms and similar devices which operate by firing of an explosive charge).
9304.0000 Other arms (for example, spring, air or gas guns and pistols, truncheons), excluding those of

heading No. 93.07.
9305.1000 Parts and accessories of articles of heading No 93.01 and 93.04, excluding parts and accessories of

heading No. 9305.2900 barrel blanks for recoilless rifles, guns and mortars.
9305.2000
9306.1000
9306.2110
9306.2900 Parts of ammunition and ammunition, except that for weapons of non-prohibited bores.
9306.3019
9306.3029
9306.3090
9306.9000
9307-0000 Swords, cutlasses, bayonets, lances and similar arms and parts thereof and scabbards and sheaths

therefore.
9504.9010 Parlour games
9508.0010 Gambling equipment
9601.0000 Worked ivory, bane, tortoise shell, horn, antlers. coral, mother-of-peari and other animal carving

material, and articles of these materials (including articles obtained by moulding).
9703.0000 Original sculptures and statuary. in any material

9705.0090 Other (collections and collectors pieces of mineralogical, palaeontological, ethnographic or
numismatic interest).

9706.0000 Antiques of an age exceeding one hundred years.

Source: Government of Pakistan, Import Policy Order 1994.

(ix) Import licensing

92. Before the introduction of its economic reforms. Pakistan had an import licensing system that
covered all products. As part of its reforms, Pakistan reduced and then eliminated the scope of import
licensing. In 1991, licensing was eliminated for all freely importable items and import licenses were
required only for those items regulated for health. safety and security reasons. In July 1993, import
licensing was abolished completely for all importable items, including those subject to specific conditions
(Chapter IV (2) (x)). Imports ofarms and ammunition require specific authorization from the Ministry
of Commerce. The fulfilment of specific requirement is controlled by customs and banks.

(x) Imports subject to fulfilment of certain conditions

(a) Imports that were subject to restrictions until July 1994 under the Restricted List.

93. As in previous years, Section I of Chapter 4 of the Import Policy Orders 1993 included a
Restricted List (Table IV.5). The importations of items on the List were limited to specific importers
or were subject to special conditions. The Restricted List was eliminated from the 1994 Import Policy
Order.
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Table IV.5
Restricted List - fiscal year 1993/94 a

S.No H.S. No. Description Importer il

1. 2701.1000

2704.0010
2. 3705.9010

3. 8525.1000
8525.200

4. Respective
numbers

5. 8710.0000

6. 8801.0000
to
8805.0000

7. 9305.2900
9305.9010
9305.9090

Coal and coke

Aerial survey film (other than
cinematographic), depicting only
topographical features, suitable for
making maps or charges.

Transmission apparatus whether or not
incorporating reception apparatus,
excluding fax machines.

T.V. transmission antenna system,
Field pick-up units STL equipment,
VHF set, TV modulator/demodulator,
Video projection systems and video
switching system.
Armoured Security vans

Aircraft, spacecraft, except aircraft
parts.

Barrel blanks for recoilless rifles, guns
and mortars and other parts and
accessories of arms.

Importable only by the Trading Corporation of
Pakistan (TCP).

Importable by the concerned public sector units.

Importable by the Pakistan Television Corporation
(PTVC) and other concerned public sector agencies.

Importable by PTVC. only.

Importable by banks and security companies subject
to the following conditions, namely:

(i) the vans shall not be transferable by sale
or otherwise except to the agencies eligible
to import of such vans;

(ii) a certificate from the Provincial
Department shall be produced certifying
that it has been rendered useless and no
more useable even after repairs:

(iii) the van is registered with the Provincial
Excise Department;

(iv) special number place will be allotted to
such vans;

(v) District police authorities are informed
about the plying of such vans in their
jurisdiction; and

(vi) Second hand security vans not older than
five years, can also be imported by banks
and security companies subject to the
certification by an internationally
recognized surveyor covering age and
valuation of the vans.

Importable by the concerned public sector agencies
and private sector airlines.

Importable by the units under the Ministry of
Production.

Table IV.4 Cont'd
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S.No H.S. No. Description Importer

(ii) Imports by industrialconsumers only

1. Respective
numbers

2. 2524.0000

3. 2914.1100

4. 2915-2400

5. 2915.9000

6. 2925.0000

7. 2905.0000
2921.0000
2922.0000
2924.0000
2925.0000
2926.0000
2932.0000
2933.0000
2934.0000
2939.0000

8. 7102.2000
7104.2010
7104.9010

9. 8702.0000

10. 8703.0000

11. 9703.0000

12. 8704.0000

Ingredients for formulation of
pesticides
Asbestos

Acetone

Acetic Anhydride

Acetyl Chloride

Ethyfidene Diacetate

All narcotic drugs and psychotropic
substances except items mentioned in
the Negative List against subheading
Nos 2925.1110 and 2939.3010.

Industrial diamonds.

Motor vehicles for the transport of ten
or more persons including driver, in
CKD condition.
Ambulance in CKD condition.

Motor cars and other motor vehicles,
principally designed for the transport of
persons (other than those specified in
hcading No. 87.02) including station
wagons and racing cars. in CKD
condition only.
Motor vehicles for the transport of
goods. in CKD conditions.

Importable by the concerned industrial consumers

Importable by the concernod industrial consumers
strictly in accordance with their requirement as
determined by the Revenue Division.
Importable by the concerned industrial consumers
strictly in accordance with their requirement as
detennined by the Revenue Division.
Importable by the concerned industrial consumers
strictly in accordance with their requirement as
determined by the Revenue Division.
Importable by the concerned industrial consumer
strictly in accordance with their requirement as
determined by the Revenue Division.
Importable by the concerned industrial consumers
strictly in accordance with their requirement as
determined by the Revenue Division.
Importable by only those pharmaceutical units which
have valid drugs manufacturing licence and are
recommended by the Ministry of Health.

Importable by the concerned industrial unit.

Importable by the recognised assemblers for
standardized makes specified in Appendix "D".

Importable by the recognised assemblers as per
standardized makes specified in Appendix "D".

Importable by the recognised assemblers as per
deletion programme approved by the Ministry of
Industries for progressive manufacturing.

Importable by the recognised assemblers as per
standardized makes specified in Appendix "D".

a The Restricted List was eliminated by the 1994/95 Import. Order.

Source: Government of Pakistan Import Policy Order 1994.
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(b) Imports subject to health and safety, and procedural requirements.

94. The Import Policy Order 1994 ( Section I of Chapter III) lists fifteen product groups that may
be imported only if the products satisfy the specific safety and health requirements as established by
Section I of Chapter 3 of the Order. The main products concerned are animal semen, animals and
plants covered by the Convention on International Trade in Endangered Species of Wild Fauna and
Flora, cotton seed, palm stearin, edible products, tobacco products, radioactive materials, calcium carbide
and some other chemicals, human blood, dyes, explosives, pesticides, boilers, transmission apparatus,
T.V. transmission antenna systems, firearms and ammunition. The specific conditions established by
the Order which differ depending on the products, include an obligation to obtain a recommendation,
authorization, approval or clearance from different authorities (Ministry of Food and Agriculture,
Ministry of Commerce, Pakistan Atomic Energy Commission, Department of Explosives and Chief
Inspector of Boilers). Other conditions provide for specific labelling27, the use of specific materials
in the production process28or prior registration with the competent authority (Table AIV.3).

95. The Import Policy Order 1993 originally listed 7 products groups that were subject to specific
standardization requirements in order to be imported. The products included agricultural tractors,
some larger motor vehicles for the transport of persons and goods in "completely built up" (CBU)
condition, ambulances in CBU condition, motor car taxis and some types ofchassis fitted with engines.
In February 1994, the list was shortened with the deletion of agricultural tractors, trucks, buses and
ambulances. In respect of most of these products the Order specified the make of the product if
importation was to take place in CBU form. The Import Policy Order 1994 does not include products
whose importation is subject to standardization requirements.

96. Imports of a number of products, including certain oils, some pharmaceutical raw materials,
drugs and medicines, different wastes, security paper, maps, gold, small capacity fans, special oil and
gas equipment, large agricultural tractors, passenger vehicles, three wheeler automotive rickshaws,
aircrafts and second hand ships are also subject to specific, procedural requirements. These include
the recommendation of some government agencies, registration, holding of certificates or licences,
obligatory import channels or the compliance with some specific quantitative or qualitative requirements.
Restrictions are in the main motivated by safety or security considerations. (Table AIV.4).

(xi) Import quotas

97. Pakistan applies direct quantitative import restrictions on firearms and ammunition. Until early
1994, Pakistan aIso restricted imports of machinery and millwork through the establishment of maximum
values and associated conditions. For 1993/94, the sum of the established monetary import ceilings
fordifferentcategoriesofmachinery amounted for Rs 911 million; theceiling was abolished in February
1994.

27For example, on tobacco products.

28For example, meat products should be obtained from halal animals and slaughtered in accordance with
Islamic law.

29For example, pesticides may only be imported if they are registered with the Ministry of Food and Agriculture.
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(xii) Import surveillance

98. Pakistan does not use specific import surveillance schemes.

(xiii) State trading

99. State trading was introduced in Pakistan in 1967 when the Trading Corporation of Pakistan
Limited (TCP) was established. TCP is a company fully owned by the Government and under
administrative control of the Ministry of Commerce. The TCP was to act as a counterpart of state
trading organizations in socialist and other countries for items assigned to it under the prevailing import
policy; achieve economies of scale, through bulk transactions and price negotiations; prevent leakages
of foreign exchange that might otherwise take place through malpractices, such as false invoicing;
and stabilize market conditions and neutralize the effect of high market prices, resulting from unwarranted
escalation by private imports or from a disparity between import and scarcity prices.

100. In the period 1967 to 1982, the annual import policy order assigned TCP monopoly import
rights on certain bulk commodities including for ferrous and non-ferrous metals, newsprint, printing
paper, bleaching powder, edible oils, sugar, sulphur, betelnuts, teak wood, secondhand clothing, tea,
diverted cargo and relief goods. TPC's rôle was to contribute to stabilization of domestic prices by
providing raw materials to economic units at competitive prices. Since the 1982/83 Import Policy
Order the TCP has been without monopoly import. rights, except for edible oil under PL480 from the
United States and coal and coke on behalf of Pakistan Steel. In 1988. the Government instructed TCP
to reorganize itselfto function as a commercial house, importing and exporting on a commercial basis.

101. TCP now plays a rôle in: exploring new, non-traditonal markets for exports; providing
technical, marketing help to small and medium scale exporters; lending organizational support to rural
cottage industries to increase their production and exports; carrying out survey and suggesting trade
policy changes aimed at increasing experts; facilitating exports by public sector units; and organizing
participation in international trade fairs and exhibitions by exporters in Pakistan. TCP also has
considerable experience in unconventional trading modalities like countertrade, state trading and bilateral
arrangements.

102. The trade turnover of TCP has changed substantially since its establishment"largely influenced
by trade policies of the Government (Chart IV.3). The fall in TCP's trade volume in 1990/91 was
the consequence of deregulation and import liberalization. By 1992/93, the TCP had almost ceased
its import activities, while exports started to increase. The TCP exports the products of smaller economic
units and non-traditional items, such as fruits. The TCP has suffered losses in the last three years,
which were covered by the federal budget. Together with declining trade importance of TCP, and
its evolutions toward a fully-fledged commercial enterprise, it has reduced its staff from 400 to some
200 in recent years.
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Chart IV.3
Trade turnover of the Trading Corporation of Pakistan, 1967-93
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(xiv) Import cartels

103. The authorities are not aware of any import cartels operating in Pakistan.

(xv) Countertrade

104. According to the authorities, Pakistan does not have countertrade agreements with other countries.
Private traders, however, may conclude barter agreements with foreign traders who are not in a position
to settle theiraccounts inconvertible currencies. At present, this includes importers ofPakistanproducts
in Azerbaijan, Kazakhstan, Kirggyztan, Tadjikistan, Turkmenistan and Uzbekistan. The State Bank
of Pakistan has established a special scheme for the implementation of these private agreements30

(xvi) Standards and other technical requirements

(a) Standards

105. The objectives of Pakistan's policies on technical standards are (i) to formulate national standards
on industrial articles in accordance with indigenous raw materials, religious, climatic and environmental
conditions and the level of domestically available technology; and (ii) in order to promote exports,

30Export Promotion Bureau, Weekly Export Intelligence Bulletin, No. 12. 1994.
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to have national standards at least at par with international standards, such as those of ISO and IEC.

Pakistan has been a member of the Tokyo Round Agreement on Technical Barriers to Trade since 1981.

106. The basic rules of the national standard system are laid down in the Pakistan Standards Institution

(Certification Marks) Ordinance 1961. The Pakistan Standards Institution (PSI) is responsible for

establishing national standards on industrial items and participates in ISO, IEC and OIML. National
standards are established in accordance with ISO/IEC recommendations. Any member of the PSI,

or any authoritative body. can request the PSI to establish a standard for any specific item or to revise

an existing standard (Chart IV.4).

107. Ministries and Departments are also empowered to establish and enforce their own standards,
necessary for their activities, in accordance with their own rules.

108. Of 3500 Pakistan standards, 41 are obligatory for the home market (Table IV.6) and 35 for
exports (Chapter IV (2) (v)). Products that comply with Pakistan standards are identified with a special
certification mark. Pakistan standards do not apply to imported products; however, government
ministers have the authority to establish quality and safety requirements with respect to imported products.
The authorities note that the non-applicability of national standards to imported products raises the
need for the production of a control system in order to avoid Pakistan becoming the recipient of sub-

standard products.

Table IV.6
List of compulsory standards for the domestic market

1. Asbestos cement corrugated sheets for roofing and clading. PS: 430

2. Asbestos fiat sheets. PS: 579

3. Methods for measuring the performance of electric kettles and jugs fór heusehold and similar use. PS: 253

4. Ballast for fluorescent lamps. PS: 497

5. Methods for measuring the performance of electric toasters for household and similar purposes. PS: 661

6. Mild steel oil pressure utility stoves. PS: 797

7. Oil pressure stoves. brass type. PS: 682

8. Non-pressure oil stoves. PS: 928

9. Banaspati ghee. PS: 221

10. Portland cement (ordinary and rapid hardening). PS: 232

11. Cotton seed oil cake, expeller type. PS: 96

12. Poultry feed. PS: 233

13. Balanced feed mixture for livestock. PS: 234

14. Palm oil (edible). PS: 1561

15. Refined sunflower oil. PS: 1562.

16. Refined maize (corn) oil. PS: 1562

17. Mustard oil PS: 25

18. Sesame oil. PS: 98

19. Coconut oil (expelled). PS: 99

20. Cotton seed oil. PS: .1
21. Refined soyabean oil. PS: 1563

22. Mild steel bars for structural use. PS: 231

23. Cold worked steel deformed bars for the re-inforcement of concrete. ps. 1612

Table IV,6 Cont'd
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Source: Pakistan Standard Institution

109. According to the authorities, almost all the international standards on vocabularies. terminologies,
abbreviations, testing methods, and codes ofpractice are directly adopted as Pakistan national standards.

National standards on a small number of items are inferior to international norms due to the domestic

non-availability of the required technology and analytical techniques; however in all cases, according
to the authorities. safety and health requirements are met,

(b) Sanitary and phytosanitary requirements

110. Rules on plant protection are contained in the Pakistan Plant Quarantine Act 1976 and in Pakistan

Plant Quarantine Rules 1967. Pakistan is a signatory to the 1951 International Plant Protection

Convention (IPPC) and a member of FAO's Asian-Pacific Plant Protection Convention (APPPC) and

Near-East Plant Protection Organization. According to the authorities, Pakistan's plant protection rules
are based on FAO and other international standards and do not constitute a barrier to international

trade. Administration of plant protection regulations is the task of the Department of Plant Protection.
within the Ministry of Food, Agriculture and Cooperatives.

111. Before any plant or plant material may be imported into Pakistan, an application for a permit

has to be submitted to the plant protection authorities; customs cannot clear goods without such an

import permit and a valid Release Order issued by the Department of Plant Protection after inspection
and fumigation, if required. As a rule, such imports have to be accompanied by an official certificate

issued by the quarantine service of the country where the shipment originates. Ifthe originating country
does not maintain a plant quarantine service, the imports require a declaration by the exporter that
the plants or plant materials do not originate from a locality where injurious insects or plant diseases

are prevalent, have not been kept or stored in infected places, and that all required treatment has been

effected. Shipments without a valid official certificate or declaration are either confiscated and destroyed,

or returned to the port of origin at the expense of the exporter. Shipments are examined by the plant

protection authorities and. if necessary. are fumigated or treated before release.

24. Deformed and plain billets-steel bars the concrete reinforcement (metric). PS: 1879
25. Biscuits (excluding wafer biscuits). PS: 383
26. Wafer biscuits. PS: 614
27. Sulphate resisting portland cement type-A. PS: 612
28. PVC insulated cables (non-armoured )for electric power and lighting. PS: 714
29. Safety razor blades. PS: 219
30. Reciprocating internal combustion engine. PS: 1806
31. Tungsten filament lamps for general services. PS: 17

32. Tubular fluorescent lamps for general lighting services. PS: 292
33. Induction motors. PS: 186
34. Asbestos cement pressure pipes. PS: 428
35. Portland blast furnace cement (not exceeding 65 per cent blast furnace slag). PS: 1631
36. Margarine. PS: 1653
37. Single and twin blade plastic bonded disposable razors. PS: 2002
38. Cooking oil. PS: 2858
39. Asbestos cement building and sanitary pipes. PS: 429
40. Asbestos cement pipe fittings for building and sanitary purposes. PS: 2035
41 Unplasticized polyvinyl chloride ((PVC pressure pipes for cold potable water). PS: 3057
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Chart IV.4
Schematic diagram of Pakistan standards
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112. Specific rules may apply to the importations of different products, including potatoes, rubber,
sugarcane, tobacco, citrus plants, coffee plants, seeds and beans, bananas, coconuts, groundnuts, maize,
tea, allium, soil and rooted plants and cotton. The rules are mainly dictated by safety and export
requirements, according to the authorities; for example, new strains of cotton, not accustomed to climatic
conditions in Pakistan, are susceptible to disease and thus the import of seeds is not allowed unless
authored for experimental purposes.

113. Exports of plants and plant materials are subject to inspection and certification by the plant
protection authorities to ensure that such exports are free of insects, pests and disease.

114. Animal quarantine requirements are laid down in the Pakistan Animal Quarantine (Import and
Export of Animals and Animals Products) Ordinance 1979 and Pakistan Animal Quarantine (Import
and Export of Animals and Animals Products) Rules 1980. The purpose of the requirements is to prevent
the introduction or spread of diseases According to the authorities, Pakistan's rules and regulation
on animal quarantine are based on FAO standards and are similar to the regulations of other countries;
and trade partners have not complained about Pakistan's regulations. The Import Policy Order 1994.
lists a number of specific requirements regarding animals and their products; in some instances import
approval is required from the appropriate body (Table AIV.3).

115. Animal and animal products imported into Pakistan have to be accompanied by a health certificate
issued by an authorized veterinary officer in the country of origin. On arrival in Pakistan, a quarantine
officer inspects the animals and animal products, while still in their transport vehicle and examines
the health certificates and other relevant documents. Where the shipment is not accompanied by a
valid health certificate but is found free of disease, the quarantine officer may confiscate the shipment
or, at the option ofthe importer, return it to the originating country. Where an animal or animal product
is not accompanied by a health certificate and on inspection is found with disease. the shipment is
destroyed by order of the quarantine officer.

116. On landing in Pakistan. after approval by the quarantine officer, animals and animal products
are removed to quarantine. Quarantine is at the cost of the importer and for a period determined in
writing by the officer. The length of the quarantine period does not depend on the oeiginof exports.

117. Prior to exportation from Pakistan, animals have to be kept in quar;aiine for such period and
manner as the quarantine authorities may determine for carrying out tests and examinations. No animal
or animal products are exported unless they are accompanied by a health certificate.

(c) Packaging and labelling requirements

118. In respect of a number of products, the Import Policy Order 1994 lays down specific labelling
and packaging requirements. Thus, a distinct coloration has to be added to palm stearin; and edible
products must be in packages that show the date of manufacture and expiry and indicate that they are
free of haram-animal products. In the case of meat, packaging is to indicate that it is from halal animals
slaughtered according to Islarnic Law. Edibie oil imports are on the basis of "Landed Weight and
Landed Quality. Packets of cigarettes. cigars and tobacco products are to carry the warning that
smoking is injurious to health" both in Urdu and English. Containers of insecticides and pesticides

have to be in good condition and capable of withstanding the risk of handling and carriage by sea;
and each recepracle must be marked with the correct technical name of its content. There are a number
of requirements regarding the data to be indicated on all packages (Table AIV.3).
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(xvii) Government procurement

119. Pakistan's mules on procurement by the Government and its agencies are laid down in the
Purchase Manual (1972). The main federal procurement authority is the Department of Investment
Promotion and Supplies in the Ministry of industry, although actual purchases are effected by the
Purchasing and Inspection Agency.

120. Under paragraph 76 of the Purchase Manual, "The policy of the Government of Pakistan is
to make purchases of stores for the Public Service in such a way as to develop the indigenous products
of the country to the utmost possible extent consistent with the economy and efficiency." However,
the Manual allows purchase officers to give preferences to domestic products over imported ones:
paragraph 77 notes that, 'If in a certain case, the Purchase Officer finds that the goods of indigenous
manufacturers, though of a sufficiently good quality, are available at prices higher thanthose ofimported
stores, it would be open to him to accord such price preference to the indigenous products as may
be considered advisable in consultation with the Ministry of Finance in order to patronise the Pakistan
products." Imported products may be bought if the quality of domestic products does not meet the
required specifications or if their price is not appropriate. The Purchasing and Inspection Agency is
under an obligationto prepare quarterly statements to the Ministry of Industry showing the purchases
made ofindigenous products as compared to imported stores (Paragraph 78 ofthe Manual). According
to the authorities, recently the practice has changed and no preferences are given to local production.

121. Suppliers are generally registered with the Department of Investment Promotions and Supplies,
althoughprocurement can be effected from any source. In the registration process the production capacity
and financial viability of the applicant is examined. Agents of foreign manufactures are eligible for
registration. Registered suppliers are at an advantage in that they do not have to lodge earnest money
on tendering and their security deposit on being granted a contract is lower than in the case of non-
registered suppliers.

122. According to the authorities, comprehensive data on government procurement is not available.

(xviii) Local content requirements

123. In Pakistan, incentives for local content are built into so-called "deletion programmes", which
were introduced for engineering industries in 1987 with a view to the transfer of technology, building
linkages between various branches of industry, attaining a degree of self-reliance and saving foreign
exchange. Under a deletion programme, the entrepreneur undertakes to use an increasingly higher
portion of components for the production of ceratin products, subject to specific incentives relating
to lower than statutory tariffs on "industrial" imports of raw materials and components.

124. Deletion programmes are not compulsory but once an entrepreneur has agreed to a programme,
it can be fined for non compliance. The programme to be followed by the entrepreneur is formulated
in consultation with the Government, the entrepreneur and representatives of the industry concerned,
taking into account the nature and potential of the industry, the regional or local engineering base,
and the available and possible level of technology, especially that which might be transferred from
abroad. Only such items are included in programmes that can be developed domestically or for which
the technology can be obtained abroad and provided that the "items can be produced domestically on
a cost effective basis." Deletion programmes are open equally to foreign and domestic investors.

125. At present. Pakistan implements deletion programmes in respect of automobiles, electronics,
electrical products and engineering items.
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126. According to the authorities the deletionpolicy has hada positive impact on Pakistan's industrial

development; under different deletion programmes, the share of locally produced components has

reached 55 per cent in passenger car production (800 ccm) and 80 to 100 Per cent in tractor production;

and, in all, the programmes have created about 100,000 jobs.

(xix) Rules of origin

127. The rules of origin applied to trade preferences granted by Pakistan under the Protocol relating

to Trade Negotiations among Developing Countries are laid down in a notification, the Rules ofOrigin,

1973, issued by the Ministry of Commerce in February (Chapter IV(2)(iii)(e)).

128. Part A of the Additional Protocol on Preferential Tariffs concluded between the members of

the Economic Co-operation Organization (Turkey, Iran and Pakistan) defines the rules of origin to

be applied in trade between member countries. Preferential tariffs are applied under ECO to products

that are wholly produced or manufactured in amember country; and to goods produced or manufactured
in a member country that contain inputs from another member, provided that the cost of such inputs

is not more than 50 per cent of the f.o.b. price of the item.

(xx) Anti-dumping and countervailing duty actions

129. Pakistan's regulations on anti-dumping and countervailing actions are laid down in the Import
of Goods (Anti-dumping and Countervailing Duties) Ordinance 1983. Pakistan is a signatory to the
Tokyo Round Agreements on Implementation of Article VI of the General Agreement on Tariffs and

Trade (the Anti-Dumping Code) and on Interpretation and Application of Articles VI, XVI and XIII
of the General Agreement on Tariffs and Trade (the Subsidies Code); and it has notified its relevant
legislation under these instruments.31

130. Under the terms ofthe Ordinance, "normal value" for purposes of anti-dumping is an item's
price for home consumption in the country of origin or the country of export in the ordinary course
of trade between a buyer and an independent seller. Such a price is deemed to be no less than the
aggregate of (i) the cost of production or manufacture or procurement of the goods in the country of

originorthe country ofexport, whichever is higher, plus delivery charges. marketing and administrative
cost, a reasonable profit, and normal freight charges up to the customs station in Pakistan or (ii) the

highest export price of the goods or like goods in the country of origin or the country of export.

131 "Financial assistance" under the Ordinance includes payments to support the export of goods
in the country of origin or the country of export, and benefits accruing from multiple exchange rates
in relation to export proceeds.

132. If in the opinion of the Government it is not appropriate to, use the "normal value' as defined
above, because of monopoly pricing or official influence on the export price, the "normal value" is
taken as the normal value, or highest export price, of a like product in another market economy, as

chosen by the authorities.

133. Where the price of goods exported to Pakistan is less than the normal value, and the difference
causes, or is likely to cause, injury to an established industry in Pakistan or hinders or retards, or is
likely to hinder or retard the establishment or viable operation of a potential industry in Pakistan or

31GATT documents ADP/W/120 and SCM/W/111.
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adversely affects the local market condition in Pakistan, the Government may, by notification in the
Gazette, levy an anti-dumping duty.

134. A countervailing duty can be imposed on imported goods, when in the country of origin or
the country of export a subsidy, bounty, reduction or remission of freight or other financial assistance
is granted on the manufacture, production, carriage or export of the goods. Both anti-dumping and
countervailing duties can be levied at specific rates.

135. Under the Ordinance, "injury" is deemed to be caused, or likely to be caused, to an industry
or potential industry if it is, or is likely to be, adversely affected, as indicated by actual or potential
trends in various economic factors, including production, capacity utilization, stocks, sales, market
shares, prices, profits, investment-returns, cash flow or employment.

136. Anti-dumping or countervailing duty procedures are initiated upon an application from interested
parties, or on the motion of the Government to the Tariff Commission. In countervailing duty
procedures, the Act provides for an injury test. The initiation of an investigation is announced in the
Gazette. During the investigation the Commission may grant a hearing to the applicant and to any
person, entity or diplomatic mission who has filed its views, comments or objections. The Commission
recommends action to the Secretaries Committee and it, should it agree to a duty, transmits its
recommendation to the Cabinet's Economic Coordination Committee for decision. Aggrieved parties
may, within 15 days of a decision, apply to the Commission to a have duty or rate of duty reviewed.

137. Pakistan has never imposed an anti-dumping or countervailing duty on any of its imports.
To date only one application for an anti-dumping action has been reviewed by the Commission, on
imports ofjute from Bangladesh. However, thepresent tariff reform and trade liberalization programme
is likely to expose a number of domestic producers to strong external competition, and the authorities
expect that this may bring an increased number of applications for anti-dumping or countervailing actions.

138. Pakistan products have been subject to anti-dumping investigations by Brazil, the European
Union (EU). Japan, Mexico, South Africa and Turkey. Countervailing duty investigations have been
conductedby Australia, Chile and the United States. Inmost cases the investigations resulted innegative
determinations, while an anti-dumping measure adopted by Turkey on cotton yarn was withdrawn.
A countervailing action by the United States and anti-dumping measures by South Africa are still in
force.

(xxi) Safe uard actions

139. Pakistan does not have separate safeguard legislation. However, under paragraph 1.4 of the
Import Policy Order 1994 "The Federal Government may, temporarily or permanently, suspend,
whenever it deems necessary in the public interest, the importation of goods which are otherwise
importable so as to prevent dumping, speculation, exaggerated imports, formation of monopolies and
the exploitation of the consumer, or restrict imports from countries resorting to discriminatory measures
against Pakistani exports." Pakistan has never taken such a safeguard measure.

(xxii) Balance-of-payments measures

140. Pakistan has invoked GATT's balance-of-payments provisions (GATT Article XVIII:B) since
1960. Pakistan has notified the GATT that the importation of products under some 140 tariff lines
were restricted for balance-of-payments purposes. The products included meat, tobacco refuse,
detergents, sanitarywares, retreaded and used tyre, different consumer goods, many textiles and clothing
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products, footwear, certain ceramics, sheet and plate glass, precious metals, jewellery, gas cookers
and heaters, doors, windows, certainboilers, pumps and fans, hoists, different appliances, accumulators,
certain industrial machines, bicycles and trailers32 Many items which are subject to restrictions for
balance-of-payments reasons, are also covered by the Negative List. The understanding of the Secretariat
is that, at present, the products that are not on the Negative List are not subject to any specific import
restrictions maintained for balance-of-payments reasons.

141. Pakistan has regularly consulted on these restrictive measures with GATT contracting parties
in the Committee on Balance-of-Payments Restrictions; the last such consultation took place in March
1992.33

(xxiii) Free trade zones

142. Pakistan does not have any free trade zones.

(3) Measures Directly Affecting Exports

(i) Registration

143. Under the Registration (Importers and Exporters) Order 1993, exporters must be registered
with the Export Promotion Bureau (EPB) under similar terms as importers (Chapter IV(2)(i)).

144. Some commodities, including petroleum, coke, salt sodium hydroxide and cement, must be
exported by public sector agencies, as provided for by Schedule II/A of the Export Trade Control
Order 1993. Exports of rice by the private sector are subject to contract registration with the EPB.

145. The export of certain textile products (bed-sheets, pillow-cases and towels) is subject to
preshipment contract registration with the All-Pakistan Textile Association. This requirement applies
to countries for which Pakistan has export quotas and to consignments intended for re-export from
quota countries. The registration certificate, specifying the exporter's name, type and quantity ofgoods,
and their destination, is for presentation to customs together with the shipping documents.

(ii) Export taxes, charges, levies

146. The Second Schedule of the Customs Act 1969 lists 25 product groups, mainly agricultural,
whose exports are subject to ad valorem, specific or compound duties, either for revenue reasons or
to serve as a disincentive to export raw materials. The produce include meshta fibres and raw jute,
jute manufactures, raw cotton, cotton waste, rice, tea, raw hides and skins, cement, fish, hamboo,
raw wool, cotton yarn, grey cloth, wet blue tanned hides and skins, finished leather, oilcakes, molasses,
stainless steel scrap, blocks and boulders of onyx marble, crushed bones, live animals, and trophy
furskin and garments made therefrom.34 The statutory ad valorem duty rates range between 10 and
45 per cent. but the Second Schedule indicates that concessionary rates can apply.

32GATT document L/6830, 19 March 1991.

33GATT document, BOP/R/198, 15 April 1992.

34Regulatory duties on export of wet blue tanned hides and skins, tomatoes, onions, uncrushed and crushed
bones are applied for fiscal reasons.
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147. A number ofproducts are subject to anad valorem or specific export cess. The products include
tea, cotton, lac, bones, butter, some cereals, drugs, fibres for brushes, fish, dry and fresh fruits, ghee,
raw hides and skins, manures, oilcakes, pulses, certain seeds, spices, tobacco, vegetables, wheat, wheat
floor and raw wool. Exports of tea, cotton and lac are subject to specific rates; most of the remainder
are subject to an ad valorem rate of 0.5 per cent calculated on the basis of current wholesale prices.

148. In 1992, Pakistan introduced on all exports a 0.25 per cent export development cess, used for
the establishment of training institutions for export oriented industries, strengthening research and
development, and the promotion of exports.35

149. Budgetary revenue from charges on exports appear to be on a declining trend, having dropped
from Rs 4,9 billion in 1989/90 to Rs 0.86 billion in 1993.36

(iii) Minimum prices

150. Exports of onyx blocks and some breeding animals (goats, cows, buffaloes and camels) are
subject to minium export prices under Schedule III of the Export Trade Control Order 1993.

151. Exports of cotton yarn are subject to presentation of an export price certificate, issued by All-
Pakistan Textile Mills Association, to the customs authority, along with the usual shipping documents.

(iv) Export prohibitions

152. Schedule I of the Export Trade Control Order 1993 lists a number of products whose export
is prohibited, including live animals, some meat and meat products, milk and milk products, grains,
paper, various fodders, oil seeds, edible oils, hides and skins, wild animals, charcoal, firewood, timer,
ferrous and non-ferrous metals, arms and ammunition, fissionable material, maps and charts, paper
waste, human skeletons, all imported goods in their original or unprocessed forms and antiquities (Table
IV.7). Most items are on the list for health or social reasons, but some are included to ensure the
adequacy of internal supply at reasonable prices; for example, a shortage (should it occur) of halal
meat and products is thought to be difficult to eliminate by imports.

35in 1992/93 the budgetary estimate was Rs 4,7 billion.

36Budget Speech, 1993-94
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Table IV.7
Item subject to export prohibition in Pakistan

S.No Description Exceptions

1. Live Animais (i) Breeding buffaloes, cows, goats and camels. as may be
specified subject to the provisions of Schedule III and IV.

(ii) Fillies, mares and race horses.
(iii) Exotic captive bred birds subject to the conditions specified

in Part (B) of Schedule II.
(iv) Endemic birds subject to conditions specified in Part (B)of

Schedule Il and Schedule IV.
(v) Poultry, live or dressed, including day old chicks.
(vi) Fish, Shrimps, lobsters, crabs and frogs.
(vii) Wild boars, subject to conditions specified in Part (B) of

Schedule II.

2. Beef and mutton. (i) Cooked and canned beef and meat.
(ii) 50 per cent of the total production of commercial feed lot

units, livestock farms and bilateral joint ventures.

3. Animal fat.

4. Milk and milk products. (i) Infant formula foods, infant weaning foods and foods for
invalids.

(ii) Cheese.
(iii) VHT milk (up to 50 per cent of production of each unit).
(iv) Ice cream.
(v) Yoghurt.

5. Grains, all sorts. Maize grams, gramsplit and barley (subject to quota).

6. Pepper. Crushed/powdered black pepper in packet.

7. Pulses and beans, all sorts.

8. Blood meals, meat meals, coin gluten
meals, corn gluten feed and sesame
oilcakes.

9. Bran and fodder, all sorts. Oilcakes, rice bran. wheat bran.

10. Sann bemp and artemisia seeds.

11. Edible oils of all sorts including butter oil
and vegetable ghee.

12. Oilseeds. Castor seeds, poppy seeds, kapok seed and sesame seed.

13. Gur, Khandsari and jaggery powder.

14. Intoxicants and intoxicating liquors as
defined in the Prohibition (Enforcement of
Hadd) order, 1979.

15. Hides and skins, all sorts. (i) Lamb skins (grades I to V).
(ii) Wild boar skins subject to the conditions specified in Part

(B) of Schedule II.

16. Wetblue leather made from cow hides and
cow calf hides.

17. Wild animal skins and gaments made of
such skins; products or derivatives so such
skins; finished or tanned leather made of
wild animal skins; and stuffed mounted or
preserved specimens of wild animals.

18. Charcoal and firewood.

19. Timber.

20. Empty wooden crates, assembled or
unassembled.

Table IV.7 (cont'd)
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S.No Description Exception

21. Ferrous and non-ferrous metals. (i) Pig iron.
(ii) Scrap obtained from ship-breaking.

22. Arms and ammunition and explosive and (i) Sporting rifles, hand guns and shot guns and accessories
and ammunition thereof.

(ii) Saltpeter.
(iii) Arms, ammunition, explosives and ingredients thereof

recommended by the Ministry of Foreign Affaits and
Defence Production Division.

23. Fissionable material.

24. Maps and chains. (i) Maps and scales smaller than 1/4 inch or 1/250,000.
(ii) Educational and scientific charts.
(iii) Guide maps and relief maps.

25. Unfinished and semi-finished hockey sticks
and blades.

26. Paper waste.

27. Human skeletons

28. All imported goods in their original or (i) Parts obtained from ship breaking.
unprocessed form (ii) Scrapped battery cells.

(iii) Waste dental amalgam,
(iv) Waste exposed X-ray films.
((v) Over 20 years old automotive vehicles and aircrafts,

provided export earnings are received in foreign exchange.
(iv) Imported goods in their original or unprocessed form

provided their re-export F.O.B. price is higher at least
10 per cent then their C & F prices. The goods would be
re-exported against a licence and re-exports would be
affected either against advance payment or against s.. of
credit.

29. Antiquities.

Source: Government of Pakistan, Export Trade Control Order 1993 Schedule 1.

(v) Export licensing

153. Schedules II/B and V of the Export Trade Control Order 1993, lists goods whose export is
subject to special procedures or quality control restrictions, based mainly on environmental, cultural,
health or safety considerations. Export permits and authorizations are generally valid for a year, but
can be extended.

154. Exports subject to special procedures include precious and semi-precious stones, goldjewellery
(for which the competent authority is the EPB), cinematographic films (Culture, Tourism and Youth
Affairs Division), used copper and brass utensils (Department of Archaeology), different exotic birds
and other wild animals (National Council ofConservation ofWildlife; Provincial Wildlife Departments;
andAnimal Plant Quarantine Department), live animals (Veterinaryofficer), animals onthehoof(EPB)
and drugs (under procedures defined in Drugs (Import and Export ) Rules 1976.

155. There are also a number of products whose export is subject to special procedures based on
economic considerations. Exports of fertilizers are authorized by a standing committee in the Ministry
of Industries provided that the authorities have determined the existence of an exportable surplus.
Exports of rice by the private sector are subject to registration of contracts with the EPB and pre-shipment
inspection by internationally recognized inspectors, exports of cotton by the private sector are subject
to procedure as may he specified by the Govenment in the Gazette.
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156. Exports of food items, products of animal origin, fruits and vegetables, products of oilseeds,
certain electrical goods and anumber ofproducts, such as cement, biscuits, soap and safety razor blades,
are subject to quality control restrictions. (Table IV.8).

Table IV.8
Commodities subject to quality control prior to exportation from Pakistan

1. Food items - atta, suji and maida are subject to an Inspection Certificate issued by the Directorate General (Food).
Ministry of Food and Agriculture, Karachi.

2. Products of animal origin -

(i) wool, provided it is graded under the Wool (Grading and Marking) Rules, 1953, made under the Agricultural
Produce (Grading and Marking) Act, 1937.

(ii) animal hair provided it is graded under the Animal Hair (Grading and Marking) Rules, 1961, made under the
Agricultural Produce (Grading and Marking) Act, 1937.

(iii) Lamb skins of grades I to V provided they are graded under the Lamb skins (Grading and Marking )Rules, 1971,
made under the Agricultural Produce (Grading and Marking) Act. 1937.

(iv) Casings provided they are graded under the Casings (Grading and Marking) Rules. 1970. made under the
Agricultural Produce (Grad.ng and Marking) Act, 1937.

(v) Eggs provided they arm graded under the Eggs (Grading and Marking) Rules, 1967, made under the Agricultural
Produce (Grading and Marking) Act, 1937.

(vi) Dry fish and shell fish provided they are graded under the Dry Fish and Shell Fish (Grading and Marking) Rules.
1937. made under the Agricultural Produce (Grading and Markinp,) Act, 1937.

(vii) Fish meal provided it is graded under the Fish Meal (Grading and Marking) Rules, 1937. made under the
Agricultural Produce (Grading and Marking) Act. 1937.

(viii) Bones either in crushed or in powdered form provided they are graded under the Bones (Grading and Marking)
Rules, 1969, as drawn under the Agricultural Product (Grading and Marking) Act, 1937.

3. Fruits and vegetables -

(i) Citrus fruits provided they art graded under the Citrus (Grading and Marking) Rules, 1970. made under the
Agricultural Produce (Grading and Marking) Act. 1937.

(ii) Lime and lemon provided they are graded under the Lime and Lemon (Grading and Marking) Rules, 1971, made
under Agricultural Produce (Grading and Marking) Act.1937.

(iii) Chillies. turmeric, ginger, garlic and onions provided they are graded under the Dry Spices (whole) (Grading and
Marking) Rules made tender the Agricultural Produce (Grading and Marking) Act, 1937.

(iv) Potatoes provided they are graded under the Potatoes (Grading and Marking) Rules, 1967, made under the
Agricultural Produce (Grading and Marking) Act. 1937.

(v) Mangoes provided they are graded under the Mangoes (Graded and Marking) Rules, 1979, made under the
Agricultural Produce (Grading and Marking) Act, 1937.

4. Products of oilseeds: oilcakes including solvent extracted meals provided they are graded under the Oil Cakes (Grading
and Marking) Rules, 1968, made under the Agricultural Produce (Grading and Marking) Act. 1973.

Table IV.8 Cont'd



Pakistan C/RM/S/50
Page 75

5. Engineering, electrical and other goods - the export of the following goods shall be allowed subject to die condition that
the goods bear the standard mark as defined in the Pakistan Standards Institution (Certification marks) Ordinance, 1961
(XLVIII of 1961):

(i) Engineering and Electrical goods

Wet batteries
Dry cell batteries
Induction motors
Electric ceiling roses
Electric bulbs (lamps)
Electric socket outlets and adaptors for two- and three-pin plugs
Two-pin and three-pin plugs
PVC insulated electric cables and flexible cores (excluding amounted cables)
Electric fans
Electric irons
Electric switches
Electric boiling plates
Immersion heaters
Diesel engines
Fluorescent tubes
General purpose lathe machines, shaping machines. pillar drills, capstan and turret lathes and codial drilling
machines
Bicycle and its parts
Sewing machines
Kettles for domestic use
Ballast for fluorescent lamps
Electric toasters
Mild steel oil pressure utility stoves
Oil pressure stoves
Brass type and non-pressure oil stoves.

(ii) Other goods

Portland cement
Sulphate-resisting cement
Asbestos cement corrugated sheets for roofing and colding
Asbestos cement flat sheets
Biscuits
Soap (toilet and laundry. carbolic flakes)
Safety razor blades.

6. Sports Goods - Sports goods provided such goods are indelibly marked with the words "Made in Pakistan".

Source: Government of Pakistan. Export Trade Control Order 1993 Schedule V.

(vi) Export quotas

157. Exports oftextiles and clothing to countries withwhich Pakistan has concluded bilateral restraint
agreements under the Multifibre Arrangement (MFA) are governed by the Textile Quota management
Policy (Chapter IV(3)(viii)). Management of quotas is the responsibility of the Textile Quota
Management Directorate (Ministry of Commerce) and, under the terms of the Textile Quota Management
Directorate, nationwide textile association.

158. Under rules approved in March 1994, in cases where export performance is at or near the ceiling,
quotas in each restricted category and to each quota country are allocated to performance holders,



C/RM/S/50 Trade Policy Review Mechanism
Page 76

including those in the Export Performance Zone, on the basis of their exports during the preceding
year.37 The Textile Quota Management Directorate may allocate 10 per cent of the growth in a quota
to new entrants; however, in the case of grey cloth two-thirds of the growth element is allocated to
the Pakistan Small Units Pcwerloom Association and the All Pakistan Cotton Powerloom Association
for distribution to their members.38 Exports in contravention of the rules do not count in the quota
allocation process.

159. As a rule, quotas allocated to performance holders are transferable. Quota allocation is made
against a security deposit, applicable only in the 3rd and 4th quarters of the year and at a rate of 1
and 4 per cent, respectively, of the average f.o.b. price of the goods in the previous year. Deposits
are returned on export completion, failing which they are forfeit.

160. The export of handloom and traditional textile items falls outside the purview of quotas.
Certificates, as prescribed by bilateral agreements, are issued by the Textile Quota Management
Directorate.

161. Quotas are auctioned in those categories where past export performance has been substantially
under the quota ceiling. Quantities not taken in auction may be disposed of on terms determined by
the Textile Quota Management Directorate. Holders of auctioned quotas are not entitled to compensation
should it be decided to free (open up) the relevant category. Residual quotas are auctioned three times
a yearto registered exporters who are members ofan association dealing with textile or clothing products
and to garment manufacturing units located in the Export processing Zone. Such quotas are auctioned
on a descending premium ("Dutch auction") basis until the entire quantity is exhausted. Auctioned
quotas are not transferable during the quota year.

(vii) Export cartels

162. According to the authorities, there are no export cartels operating in Pakistan.

(viii) Voluntary restraints. surveillance and similar measures

163. Textiles and clothing account forsome 60 per cent of Pakistan's earnings, making international
trade rules in the area of great importance to Pakistan. Bilateral export restraint agreements under
the Multifibre Arrangement (MFA) have been, in the main, a constraint on Pakistan's export of textiles
and clothing. Pakistan has advocated a rapid re-integration of trade in the sector into theGATT system;
and, at the culmination of the Uruguay Round expressed disappointment that " a derogation from the
normal GATT rules has been legalized for a long period of 10 years."39

164. Under the MFA, Pakistan has bilateral restraint agreements with Canada, the European Union
(EU), Finland, Norway and the United States. In 1992, Pakistan's clothing and textile experts to these
quota countries amounted to somewhat more than US$ 2 billion, equivalent to 44 per cent of its total
sectoral exports.40 Quota utilization tends to be high; some 100 per cent in 5 categories and over

37S.R.O. 228(I)/94.

38Grey cloth: category 2 in the European Union and category 313/226 in the United States.

39GATT document MTN/TNC/MIN(94)ST/81/Rev.I, 21 April 1994.

44GATT document COM.TEX/W/261, 15 November 1993.
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80 per cent in 12 categories to the United States in 1993; to the EU, quota utilization was between
80 and 100 per cent in 7 (of 14) categories in 1993.

(ix) Export incentives

165. Pakistan has followed a more outward oriented policy for the past 5 years, as part of its economic
reform programme. In this, import liberalization is seen as an export development mechanism, especially
as export. incentives were traditionally needed to compensate producers for the "taxation" implicit
in substantial import protection. Pakistan now seeks to both expand and diversify its export structure.
Its major instruments for this include duty and tax concessions, duty free status for exporters,
establishment of export processing zones and units, bonded warehousing, export promotion measures
and soft credits.

166. Each fiscal year, the Government announces an export policy containing general and sector-
specific incentives. Normally, the package includes tax rebates on export income, export financing,
provision for duty-free imports, permission to import otherwise prohibited products and preferences
to export-processing units, besides the more standard export credit guarantee and duty drawback schemes.

167. The 1993/94 Export Policy specified: a continuation of the existing incentives for export sectors;
access for the textile sector to imports ofmachinery and raw materials at concessional tariffs; provision
of additional incentives to non-traditional exports; trading facilities for managers and workers as well
as measures to enhance labour productivity in export sectors; means to acquire new technology;
incentives to strengthen the engineering, agricultural, cutlery, plastic and fisheries sectors; and the
creation of new institutions to invigorate the engineering and agricultural sectors. Specific incentives
for individual sectors are noted below.

(a) Textiles and clothing

168. With a view to further diversification away from the cotton base, in 1993/94 the specific export
incentives introduced for the textile and clothing industry included a provision for duty free imports
of certain machinery41, yarns42, raw materials and accessories by the garment sector; authorization
for the interbond transfer of imported materials; the absence of any monetary or quantitative ceiling
on samples, provided they are mutilated; and authorization for sale of factory rejects into the domestic
market, up to a limit of 5 per cent of garment production.

(b) Engineering

169. The 1993/94 Expoit Policy noted that: "A vigourous effort to promote export of engineering
goods coupled with a systematic import substitution programme can bring about a substantial
improvement in our balance of trade."43 For 1993/94, duty free imports of some specified raw
materials, parts and components not manufactured locally, and quality control equipment have been
authorized for the engineering industry.

41Lap machines. drawing or roving machines and twisting machines.

42Ramie; ramie, lycra, woollen, silk, viscose, acrylic yarns, and dyed yarn of cotton or wool.

43Ministry of Commerce (1993), Brief on Trade Policy (1993-94).

44Various steel plats steel sheets, steel bars and rods, electrolytic copper materials and silicon electrical steel.
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(c) Cutlery

170. In 1993/1994, the import of certain machinery for the cutlery industry was allowed free of
duty. sales tax, Iqra surcharge and import licence fees under balancing, modernization and replacement
(BMR) programmes. With the merger of para-tariffs and import duties in 1994/1995, machinery for
the BMR of the cutlery industry is importable at a 15 per cent duty rate. Imports of densified wood
are free of tariffs and sales tax for producers that export cutlery and hunting knives. Customs duty
on imports by the cutlery industry of grinding wheels magnicites, not manufactured locally, has been
reduced to 30 per cent from 50-80 per cent. The industry has been allowed to import spare parts for
its machinery, up to a value of 2 per cent of its exports in the preceding year, at a tariff of 10 per cent.
In addition, a Service Centre has been established to give assistance to the industry in matters such
as bonded warehousing, management, quality control and training.

(d) Plastics

171. To promote the export of plastic products, imports of raw materials are allowed free of duty
and other charges by manufacturers-cum-exporters. subject to certification by the Plastics Manufacturers
Association. ln addition, the Ministry ofCommerce, in consultations with the Central Board ofRevenue
and the Ministry of Finance is to prepare a scheme that will contain incentives aimed at improving
the competitiveness and export potential of the plastics industry.

(e) Agriculture

172. To promote the development of agri-export farmers ("contract farming"). in 1993/94 the farm
sector (excluding rice and cotton) was put on par with the manufacturing sector thus becoming entitled
to ail facilities, services and incentives provided for the export ofmanufactured goods. All such farms
are registered with the Export Promotion Bureau. They are allowed to import agricultural machinery
and equipment not made locally processing, grading and packaging machinery, and all agricultural
inputs free of customs duty and sales tax. In addition, an Agri-Export Council has been established
under the chairmanship of the Commerce Minister to assist the Government in policy formulation for
the growth and development of agricultural exports. As well, an Agri Export Directorate has been
set up in the Export Promotion Board to provide services in the area of marketing, packaging and
shipment. The cost of developing appropriate and economic packaging is to be financed by the Export
Market Development Fund.

173. A freight subsidy of 25 per cent is available for the export of flowers. Long haul refrigerated
vehicles have been made eligible for financing out of the Prime Minister's Scheme of Revamping
of Public Transport, and Pakistan International Airlines has been directed to expand combi service
to important market centres in consultation with the Export Promotion Board. This is intended to assist
the exporters of perishable produce to enter into new markets in Europe, the Middle East and the Far
East.

(x) Export subsidies

174. According to the authorities, no direct exports subsidies are made available in Pakistan.

(xi) Duty and tax concessions

175. All companies incorporated in Pakistan are assessed a profit tax at a rate of 44 per cent;
however, effective rates differ as a result of various ailowances, exemptions and surcharges. Under
the Income Tax Law, a number of items receive a 75 per cent tax rebate on income from the export
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of goods manufactured in Pakistan.45 Since 1 July 1992, a 90 per cent tax reduction lias been given
in respect of export income from engineering goods listed under 200 product groups. According to
the authorities, tax exemption is an essential insreument of economic development, compensating exporters
for disadvantages relative to seliing on the domestic market.46

176. Under the Customs Act 1969, and its implementing regulations, 80 per cent of the duty paid
on imported products that are then exported can be repaid under a drawback scheme, subject to the
conditions that the goods are identified to be the sane as those imported and that they are exported
within 12 months of their date of importation. The drawback is on a decreasing scale depending on
the length of time passed between the date of importation and the date of exportation; thus after more
than 36 months, the drawback is 20 per cent of the duty.47

177. The drawback of customs duties is also available on imported products used for the production
of exports. Under the scheme. the exporter pays customs duty and other indirect taxes at the time
of import. These duties and taxes are refundable, at various rates, upon request by the exporter once
the exports have been shipped. At present about 150 different standardized duty drawback rates are
applied, ranging from less than 1 per cent on the export value of grey fabrics to over 20 per cent on
various manufactured articles. As the principle is to zero-rate the imported inputs used in the
manufacture of exports, duty drawbacks ideally are equal to the amount of duty paid on imported
materials used in the production of exports. However, for fiscal reasons. the Government cut drawback
rates by 50 per cent in October 1993. In March 1994, the rates were raised by 25 per cent and a review
has been initiated to determine equitable rates.

178 Under the Open Bonded Manufacturing Rules 1989 some raw materials are importable by licensed
manufacturers for specified purposes, including the manufacture ofexports, without payment ofcustoms
duties or taxes.

179. The Government may, buy notification in the Gazette, prohibit drawbacks on experts of specified
goods.

180. No drawbacks are allowed: on goods not included on the export manifest, if required; when
the drawback claim, in respect of any single shipment. is less than Rs 100; or when the claim has
not been established.

181. Total drawbacks paid amounted to Rs 10,302 million in 1992/93. equal to about 14.4 per cent
of taxes on international trade.' Substantial delays, of up to 7 months, may occur in the payment
of drawbacks. largely due to the complexity of the administrative procedures. Such delays can lead

45As from July 1989. these products includc articles of leather, hand-knotted carpets and rugs, overcoats,
knitted or crocheted jackets, suits, blazers, jackets, trousers, blouses, shirts, T-shirts, track suits, wein wear,
blanket, bed linen, table linen and kitchen linen; to which were added, from July 1990, jewellery, pharmaceutical,
sports goods, toilet linen, durries, horticulture products, ceramic tiles and wares; (from July 1991) cutIers;
(from July 1992) wooden furniture, wooden doors and windows.

46GATT document L/6630/Add.26. 28 April 1992.

47S.R.O. 2(1)72. The Drawback (Same State Goods) Rules. 1971.

49The same figures for the preceding years: 1991/92: Rs 7.755 million (12.4 per cent); 1990/91:
Rs 7,739 million(15.3 percent); 1989/90: Rs 5.363 million (12.6 per cent); and 1988/89: Rs 4.552 million
(10.7 per cent).
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to working-capital shortages and add to production costs, which creates difficulties for the exporters.
To remedy this situation, in March 1994 the Government decided that a new scheme had to be developed
under which exporters would not pay duties and taxes on the import content of their exports. This
scheme would ultimately replace the duty drawback scheme. In the interim, the Government will seek
to have drawbacks disbursed within 15 days of the shipment of goods and shift the payment function
from Customs to the commercial banks.

(xii) Export finance

182. Until 1992, Pakistan operated a credit system largely based on direct and quantitative measures,
with the market playing a secondary rôle in credit allocation. Credits cculd be accorded to sectors
in amounts specified in annual credit plans. Since 1992 a greater market orientation has been sought
and more reliance placed on indirect instruments of credit control. The credit plan for 1993/94 was
indicative rather than a direct allocation to various sectors. In this framework, Pakistan's export
financing system is also in transition from non-market to market orientation.

183. The State Bank of Pakistan first introduced; concessional export financing in 1973. The Export
Finance Scheme, as in force at present, envisages the provision of financing to exporters by the banking
system. On application to the State Bank, banks are granted annual refinance limits on export credit.
Banks provide export finance to exporters, both at the preshipment and post shipment stages. at a
concessionary rate, which at present is 12 per cent a year compared to a State Bank ceiling on interest
rates of 19 per cent. Banks are able to fully refinance their export credits, up to a bank's predetermined
overall limit, with the State Bank, the latter then participating in the profits or losses but subject to
a maximum return of 5 per cent a year.

184. Export financing is available to all commodities except those in 23 product groups as indicated
on a negative list, which is largely composed of traditional exports.« However, exporters of yarn
became eligible for the Scheme in September 1993. In all, some 70 per cent of Pakistan's exports
fall within the concessionary export credit scheme.

185. The Scheme operates in two parts. with any exporter able to use both provided here is no
overlap in financing. Under Part I, commercial banks provide financing against irrevocable letters
of credit, normally for a maximum period of 150 days. The tern includes both pre- and post shipment
stages. For exports ofcarpets and rugs the tern is 180 days, but financing is limited to thepost-shipment
stage. Financing for exports shipped on consignment cannot be refinanced.

186. Part Il of the Scheme allows an exporter a revolving credit, at the concessionary rate, up to
a limit of some 42 per cent of the value of the goods sold abroad under the Scheme in the previous
year.

187. The Export Finance Scheme accounts for about 10 per cent of outstanding bank credit in Pakistan.
In 1993, the equivalent of some US$2.7 billion of export credits were extended, equal to 40 per cent
of Pakistan's total export earnings; compared with about 35 per cent in 1992. The recent inclusions
of yarn in the Scheme is expected to increase its use. In sectors such as molasses, leather and certain

49Productsgroupsonthe negative list include: raw cotton; cotton yarn; fish, other than frozen and preserved;
mutton and beef; petroleum and products; crude vegetable materials; wool and animal hair; crude animal
material; feedstuff for animals; all grains including flour; stone. sand and gravel; waste and scrap of all kinds;
crude fertilizers; oil seeds, nuts and kernels; certain jewellery; live animals; hides and skins; wet blue Ieather,
inorganic elements, oxides etc; crude minerals; works of arts and antiques; all metals; fur skins; and wood
in the rough or squared.
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textiles and clothing the use ofexport credits is equal to well over 80 per cent ofthe value ofthe relevant

exports (Table IV.9).

Table IV.9
Utilization of export credits,

(US$ million and per cent)

fiscal year 1991/92

Export credit Value or exports Percentageutilized Sharein exports
(per cent)

Hoisery 2.266 10,571 21.0 6.0

Surgical instruments 739 2.264 33.0 1.0

Sport goods 1,417 3.507 40.0 2.0

Garments 6,749 15.248 44.0 9.0

Made ups 5,368 9,887 54.0 6.0

Fish 1,597 2.860 56.0 2.0

Carpets 4.061 5.721 71.0 3.0

Canvas/tents 988 1,269 7B.0 1.0

Towels 3.048 3,408 89.0 2.0

Leather 5,792 5,995 97.0 3.0

Other textile and clothing 19.883 20.372 98.0 12.0

Molasses 1,463 1.343 109.0 1.0

Subtotal 53,307 82,445 65.0 48.0

Total 60,088 171,728 3S.0 100.0

Source: State Bank of Pakistan and Federal Bureau of Statistics.

188. According to the authorities, the subsidy element of the Scheme is not financed by the
Government; rather the subsidy is a transfer from other borrowers, through the payment of higher
interest rates. The authorities suggest that the amount of subsidy is "not likely to be significant".50

(xiii) Export insurance and guarantees

189. Pakistan has an Export Credit Guarantee Scheme (ECGS) for exporters to ensure against default
in payment. As in many countries. the Scheme is not heavily utilized. Its main use in Pakistan is
the carpet industry, accounting for about 85 per cent of the cover taken in any one year. In 1992,
use dropped to a coverage of Rs 46 million compared to Rs 91 million in 1991, largely because of
a decline in carpet exports.

190. ECGS is sponsored by the Government and managed by the Pakistan Insurance Corporation.
It provides post- and pre-shipment insurance cover and indemnifies banks to a limit of two-thirds of
credits extended in the event ofdefault insolvency, or political risk (including the importation of import
restrictions in the country of export destination). The capital base ofECGS was increased in 1993/94,
from Rs 60 million to Rs 230 million.

"GATT document L/6630/Add.26, 28 April 1992.
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(xiv) Export promotion, marketing assistance

191. Export growth is one of the major objectives of Pakistan's economic policy. For this reason
great emphasis has been put on the development of export promotion. In 1963, Pakistan established
the Export Promotion Bureau (EPB), attached to the Ministry of Commerce, with the main objective
ofpromoting and supporting sustained growth in exports ofgoods and services. Exporters and importers
have to be registered with the EPB. According to the EPB, the registration procedure is a formality
whose main purpose is to keep track of entities in exports and imports, to assist them in their activities.

192. The tasks of the EPB are: to assist the Government in formulating and administering export
policies; to formulate export targets and monitor exports; to recommend production for export and
establishment of export -oriented industries; to remove impediments to foreign trade; to obtain and
disseminate market intelligence; to sponsor incoming and outgoing trade delegations; to participate
in international trade fairs; to settle trade dispute, to undertake market studies, seminars and
workshops; to register export houses abroad; and to promote training. The EPB provides services
to exporters in the areas of information, advice, quality control, display centres, exhibitions, meetings
of buyers and sellers, trade delegations, product displays and promotional publicity

193. The EPB is fully funded by the Government. In 1992/93 expenditure on the Export Market
Development Fund amounted to Rs 188 million. The main items included the participation on
international fairs, training and research (Table IV. 10). The Export Development Fund, also at the
disposal of the EPB, is financed from the export development cess, payments by clients, donations
and other receipts declared legitimate by the Government. The Export Development Fund is used
to finance training institutes for export-oriented trading and industrial sectors and to promote research
and development activities.

Table IV.10
Export market development fund - Budget allocation/expebditure
(1992-93)

S.no Head of account Budget allocation Expenditure
1 Market survey E.P.C. and I..C. 8.250.000.0 8,672.838.80
2 Training and research 32.294.000.00 22,678.06.50
3 Seminars 2.400.00.00 35.517.00
4. Business delegation abroad !4.000.000.00 11.318.807.15
5 Export publicity 17.700.000.00 11.320.269.39
6 Other international fairs 54,000.000.00 791.26.272.31
7 Pakistan design institute 4.600,000.00 ¢,o4.600.o0.
8 Display cents. Karachi quenta.

Islamabad, Peshawar Faisalabad, 20.,O .000.00 6.812,461.08
Hyderabad Lahore and Multan

9 Display cents abroad 26.SOO.000.00 9.974.504.33
10 Misc. activities. GSP and textile 11.S48,000.00 32,970.926.64

11 Export trophies 5.000.000.00
12 Subsidies on export to Turkey 4.000.000.00
13 Entertainment 1.000.000.00 780.421.00

Total 201,792,000.00 158,097,630.20

Source: Export Promotion Board.

(xv) Export performance requirements

194. A high share of exports to total production gives a manufacturer the right to establish a unit
in Special Industrial Zones (Chapter IV(3)(xv)). The Secretariat is not aware of any direct export
performance requirements in force in Pakistan.
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(xvi) Special industrial and export processing zones

(a) Special Industrial Zones

195. In 1992, Pakistan decided to establish 12 Special Industrial Zones (SIZ), three in each of the
Provinces of Punjab and Sindh. two each in the North Western Frontier Province and Baluchistan and
one each in the Azad Jamu and Kashmir and Northern Area.

196. Each unit set up in a SIZ is expected to export goods equal to at least 60 per cent of its annual
production;51 the minimum foreign equity for such units is 40 per cent. If foreign equity is 51 per
cent, the export target may be reduced to 50 per cent of annual production.52 Some specified industries
may not be established in the SIZ.53

197. Incentives available in a SIZ include an income tax holiday of five years from commencement
of commercial production for units set up between 1 January 1993 and 30 June 1997; complete
exemption from customs duty, sales tax and import surcharge on imported plant and machinery and
parts and components not manufactured locally, up to 5 per cent of the initial c.i.f. value of imported
plants and macninery. However. the Iqra surcharge was leviable. The import fee for units established
in SIZ was reduced to 2 per cent from the normal rate of 6 per cent.54Capital gains to the extent of
foreign equity share, is exempt from taxation for a period of 5 years from the inception of the unit.
Losses of an undertaking set up in a SIZ are carried forward for a period of 6 years, and depreciation
may be carried forward for longer periods.

198. Financing of projects in a SIZ is covered by general rules applicable to the type of industry
being set up under the project. However, foreign investors are required to provide foreign exchange
for financing their projects.

199. Land in a SIZ is leased for 50 years, extendable by a second tern of 50 years. The rates of
lease premium, annual rent and maintenance charges and periodical increases are mutually agreed between
the lessee and the Authority handling the management of the SIZ.

200. Units in a SIZ must be treated at par with other units of the country for allocation or purchase
of textile quotas. Units in a SIZ have free access to local raw materials"55

51High-tech electrical/electronic and engineering industries are exempt from the conditionofexports provided
there are arrangements for transfer of technology.

52lf a unit fails to meet its annual export target, its lease money shall triple and tax concession for that year
will not be allowed.

53These industries include: arms and ammunition; security printing, currency and mint; high explosives; radio-
active substances; alcohol, except industrial alcohol. cotton ginging; spinning, except as part of integrated textile
unit; sugar manufacturing (white); cement manufacturing; vegetable ghee and cooking oil; polypropylene bags;
leather tannery; and carpets.

54In July 1989, the import fee was abolished and the lqra surcharge has been integrated into a single customs
duty.

"Pakistan Investment Board (1993), Incentives and Facilities for Special Industrial Zones in Pakistan
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(b) Export Processing Zones

201. Export Processing Zones (EPZ) can be established under the Export Processing Zones Authority
Ordinance 1980. Detailed rules on their operations are laid down in the Customs Export Processing
Rules 1981 adopted by the Central Board of Revenue.

202. One export processing zone has been set up in Karachi, to encourage investment in export-oriented
industries. The main advantages provided for units in an EPZ include: a tax holiday up to 2000;
non-taxation of capital gains and income accruing outside Pakistan; indefinite carry-forward of losses;
compete exemption of imports ofequipment, machinery and materials (including components and spare
parts) from all federal and provincial taxes and duties including customs duties, excise, sales tax and
municipal taxes; and issuance of import permits and export authorizations by the Export Processing
Zones Authority itself. The usual import and export restrictions enforced in Pakistan are not applicable
to the EPZ. No duties are imposed on exports from the EPZ; all goods entering the EPZ from the
Pakistan tariff area are regarded as exports from Pakistan and Pakistani exporters are entitled to the
same advantages as are allowed on exports to other countries. Firms are also exempt from foreign
exchange control regulations and insurance regulations applicable in Pakistan; off-shore banking and
insurance facilities are available in the EPZ and full repatriation of capital, profits and dividends is
allowed to foreign investors and non-resident Pakistanis. In addition, enterprises in the EPZ are exempt
from labour laws applied in the country; and may freely employ expatriates, whose salaries are exempted
from income tax for 5 years. Firms may also freely choose their shipping company, forwarding and
clearing agents. contractors for construction of factory buildings and import of construction material.56

203. During July-March 1992/93, enterprises in the zone imported material worth US$185 million.
Cumulative exports from the zone amounted to US$105 million. Similar zones are to be established
in Lahore, Peshawar, Multan and Quetta.

(4) Measures Affecting Production and Trade

(i) Incentives given for the development of industry and agriculture

(a) Industry

204. Pakistan places special emphasis on industrialization. As stated by the Government, "Without
industrialization it can not be possible to enter in the comity ofmiddle income countries and therefore
the Government has given special concessions for the promotion of industries."57 The Government
gives importance to private investment in high-technology, value added and export industries.
Government support for industrial development includes tax concessions, exemption from customs
duty, import surcharges and licence fees and monetary incentives.

205. Income tax holidays of four years are given for the establishment of "key" industries such as
bio-technology, electronics, fertilizers, pharmaceuticals, mining, dairy farming, cement, engineering,
fibre optics and solar energy. This tax holiday is extended to eight years if an investment is made

56Pakistan Investment Board (1993), Investment Opportunities in Pakistan

57Budget Speech, 1993-94.
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in "backward" areas between 1 December 1990 and 30 June 1995. "Rural industries" were given tax
holding of five years; for other industries and areas, the general tax holiday is three years.58

206. Exemptions or reductions from customs duty are given to imports of spare parts used in
motorcycle assembly, photographic films, paper and construction machinery not manufactured locally,
imported plant (with machinery manufactured locally) set up anywhere in Pakistan, raw materials and
components used in manufacture of capital goods and machinery, and construction machinery even
if manufactured locally. Machinery imported for rural industrialization is totally exempted from customs
duty. Sales tax exemptions are also extended on imported raw materials and components to be used
by electronic, engineering and dairy industries anywhere in the country.

207. Monetary incentives granted to facilitate industrialization permit a debt equity ratio of 70:30
for newcomers who do not own a major industry. Mineral exploration projects, hotels, manufacturing
offurniture and food processing enjoy concessionary financing with a mark up of 7 per cent per annum.
(In case of rural industrialization, 8 per cent). Special depreciation allowances of 30, 25 and 10 per cent
are allowed, respectively for construction of ships, plants and machinery, and residential buildings.

208. Other incentives accorded to facilitate industrialization include a new government policy to boost
indigenisation. New, simplified administrative procedures , called the "one window facility", have
been introduced for industries established in industrial estates under which no questions are asked about
the source of funds in case of establishment of a new industry. Government approval for the
establishment of industrial units has been abolished, except for specified industries (arms and ammunition,
security printing, high explosives and radio-active substances); the procedure for locational clearance
of industries has been simplified; and, instead of a separate licensing procedure, a negative list has
been prepared that indicates the areas where the establishment of industries is not desirable. In addition,
the Government has declared that there would be no nationalization of industry in future.

209. Promotion of small and micro industries (SME) is the responsibility ofprovincial governments,
supplemented and co-ordinated by the Federal Government. Technical assistance is carried out mainly
by semi-autonomous provincial agencies, known as the Small Industries Corporations (SICs). They
focus their activities on providing physical facilities, developing industrial estates, building and equipping
service centres and establishing training and production centres for handicrafts.

210. The majority of SMEs are located in Punjab and Sindh. Traditionally, SMEs have specialized
in processing local raw materials, such as cotton and food processing, wood and furniture and
construction materials, including manufacturing ofcarpets, ready made garments, sports goods, cutlery
and surgical instruments. In the past, exports concentrated on these traditional articles. More recently,
there has been increasing product and market diversification, into exports ofleather products, garments,
textile made-ups, processed marine products, fruit and vegetables.

58"Rural area" means an area falling outside the limits ofany municipal corporation or municipal committee
or any cantonment board, or the Islamabad Capital Territory and in no case falls within the following areas:
up to 30km from the municipal limit ofKarachi or Lahore; and up to 10km from the existing limits ofmunicipal
corporation or cantonment board.
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211. Credit support has been provided by the World Bank and the Asian Development Bank to
commercial banks for SME sector operations, principally through the Industrial Development Bank
of Pakistan. However, use of these credit lines has been low and efforts are being made to develop
an institutional mechanism for accelerating the rate of utilization during the current Five-Year Plan.

(b) Agriculture

212. In accordance with the objectives laid down by the National Agricultural Policy, Pakistan provides
substantial support to its agriculture in the form of input and credit subsidies. In 1991/1992, subsidies
on inputs (fertilizers), electricity and credit was 22 per cent of the value of crop production or
0.9 per cent of value of agricultural production.

213. During 1992/93, fertilizer subsidies amounted to Rs 810 million as against Rs 1,191 million
in the previous year. A subsidy of 25 per cent was given on certified wheat seeds. Irrigation water
and plant protection is also provided at subsidized prices.

214. Farmers have access to soft loans for production purposes. In the 1993/94 budget, subsidies
for agricultural loans amounted to Rs 1,098 million, 22.5 per cent of all federal government subsidies.59
Soft loans are also available for the purchase ofagricultural machines. In order to encourage agricultural
mechanization, the mark-up on loans for tractors and locally manufactured implements was reduced
from 12.5 per cent to 8 per cent during 1992/93. Arrangements were also made by the provincial
governments to rent bulldozers to farmers at subsidized rates to develop or reclaim land.

(ii) Adjustment assistance to sick industries

215. Pakistan provides financial help to its sick industries in the form of debt reconstruction, debt
rescheduling, concessional loans and writing off of debts. The main sick industries include ceramics,
fertilizer, steel and steelengineering. According to the current Five Year Plan, "Sick industries that
have failed to recover after reasonable financial assistance will be allowed to die. Creditors will cut
their losses and dispose of the assets. Where sickness arises from poor management, creditors could
take them over and make alternative arrangements for management. Bank and financing institutions
may find it advantageous to set up special arrangements for the liquidation of sick industries. "60 For
the assistance provided in the last five years see Table IV.II.

216. Currently, there is one rehabilitation package under implementation. According to this
programme, Rs 650 million is to be provided by the Privatization Commission to the Pakistan
Engineering Company Ltd. An amount of Rs174.6 million has so far been released under the
"concessional loan" programme.

59The sudden increase in subsidies was due todisbursement ofagricultural loans particularly production loans
fee of cost to resource poor producers having up to 16 acres of land in Kachia areas of Sindh, where credit
was provided free of cost.

60PIanning Commission, Seventh Five Year Plan 1988-93, p.181.
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Table IV.11
Statement showing financial assistance provided by Federal Government to Industrial units under
Ministry of Industry and Production during the last five years.
(1988-1933)

Debt Debt Concessional Cash (Rs in
reconstruction rescheduling loans injection Million)

Debt written
off

Federal Chemical and Ceramics
Corporation

National Fertilizer Corporation -

Pakistan Automobile Corporation - - - - 50,000

Pakistan Industrial Development 223,132 - 1977,058 497,222 108,259
Corporation

State Cement Corporation - - - -

State Engineering Corporation - 174.600 - 268,557

State Petroleum Refining and - - 53.391
Petroleum Corporation

Pakistan Steel 8060,000 - - -

Pakistan Steel Fabricating Co. - - 100,00

Total 8921.949 2205,049 507,222 426.816

- Nil
Note:
1. Debt reconstruction represents loans converted into equity.
2. Concessional loans represent loans backed by the Government and treated as interest free loans.
3. Debt written off includes interest written off.

Source: Ministy of Industry.

(iii) Assistance for research and development

217. The authorities see many impediments to research and development in Pakistan. According
to the Perspective Plan (1988-2003) these impediments include poor educational standards, inadequate
investment of resources such as manpower, research, finds and physical facilities; isolation ofscience
and technology from economic and development planning and market requirements; and lack ofproper
incentives and accountability procedures. At present, Pakistan views itselfas mostly a passive recipient
of packaged technology which is at times outdated and incompatible with local conditions.

218. The private sector in Pakistan appears to show little interest in the development of research
facilities. According to the authorities, private industrialists are content to import machinery and make
excess profits in a heavily protected domestic market without seeking to improve technical efficiency
and product quality through engaging qualified technicians and researchers. Most Pakistani export
industries continue to export low quality goods at low prices. When faced with serious competition
from abroad, they have turned to the Government for protection and support rather than increasing
competitiveness through research and improved production efficiency.61

61Planning Commission, Seventh Five Year Plan. 1988-93, and Perspective Plan, 1988-2003.
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Trade Policy Review Mechanism

219. Based on the considerations mentioned above, the long-term objective of Pakistan is to boost
R&D in order increase productivity and competitiveness in agriculture, industry, mining and other
areas. At present, R&D is financed by the Government entirely, mainly through support to
government-owned research and educational institutions. According to the authorities, the private sector
must assume greater responsibility in financing R&D.

220. Between 1988 and 1993, the total financial allocation to science and technology sector was
Rs 7 billion. Rs 2.3 billion of this total was allocated to programmes managed by the Ministry of
Science and Technology and Rs 0.5 billion extended to the national Research Fund.62 In working
out proposals and in the implementation of R&D programmes, the Pakistan Council for Scientific and
Industrial Research plays a central rôle.

(iv) Production subsidies

221. Pakistan traditionally provides subsidies for its state-owned steel production and electricity
generation. The value of subsidies granted to the Pakistan Steel Mill in about Rs 1,2 billion, 15 per
cent of total government subsidies. Karachi Electric Supply Corporation have declined substantially,
from Rs 188 million (2 per cent of total subsidies) in 1992/93, from Rs 1,5 billion (13 per cent) in
1990/91. Losses of the Cotton Export Corporation and the Rice Market Cooperation are also financed
by the budget (Table IV. 12).

62The largest amount was allocated to education and training Rs.2.8 billion, followed by agriculture (Rs. 1.4
billion) and industry (Rs.804 million).
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(v) Pricing and marketing arrangements

222. As a result of Pakistan's reform policy, most prices are now set by market forces and state
intervention has been limited substantially. In the pre-reform period, government intervention in pricing
and trade of major commodities (wheat, rice, cotton, sugar, and edible oils) and inputs (fertilizer,
pesticides, fuel, machinery and credits) was substantial, with consumer subsidies on many of commodities
and a large gap between producer prices and border prices for most crops.63 In the framework of reform,
in accordance with the National Agricultural Policy (1991), output prices of agricultural commodities
have generally been brought closer to import parity levels, which has reduced the implicit tax on the
agricultural sector.64Consumer subsidies are still maintained for wheat and sugar at both federal and
provincial levels. Trade and prices of nitrogenous and phosphatic fertilizers were decontrolled in 1986
and August 1993. At present, these fertilizers carry no subsidies and are freely importable. Subsidies
for SOP (Sulphate of potash-K 50 per cent) have been reduced and they are expected to be phased
out by October 1995.

223. In 1977, the Price Control and Prevention of Profiteering and Hoarding Act, made prices of
66 listed goods subject to control. At present. mechanically propelled vehicles, potassic fertilizer,
drugs and medicines are subject to maximum prices. The authorities justify price control measures
in the automobile sector by the fact that local production enjoys high tariff protection and, as a result,
has a monopoly; price control should prevent the abuse of this situation. Price control of drugs and
medicines isjustified under social reasons, while administrative prices for potassic fertilizers are meant
to underpin the Government's hold on the potassic fertilizer market, including imports. In addition,
producers of paper are required to consult the Controller General of Prices and Supplies thirty days
in advance if they wish to increase the prices of their products.

224. Government intervention in the prices of farm products aims at protecting farmers from
abnormal fluctuations" in the market and providing incentives for higher production. Changes in
relative procurement prices have also been used to encourage crop diversification. Minimum guaranteed
support prices of major farm commodities are fixed every year on the recommendation of the Agricultural
Prices Commission (APC), which is charged with balancing the interests of growers, traders, industralists
and consumers. During 1992/93 support/procurement prices of wheat, paddy, rice. seed cotton, lint
cotton, sugarcane, grain, non-traditional oil seeds, onion and potato were raised.

225. The APC, in formulating support prices for crops, maintains Standing Committees on all
commodities, in which growers, provincial and federal experts, mill owners, associations and chambers
of agriculture, traders and industrialists are represented. There is no price support system in place
for livestock or livestock products.

226. The Government is committed to purchasing unlimited quantities of supported products at the
support price when the market price is lower. The Provincial Food Departments and the Pakistan
Agricultural Storage and Service organization, an agency under the Federal Government, are the main

63World Bank (1990), Trade, Exchange Rate, and Agricultural Pricing Policies in Pakistan. Washington,
D.C.

64With the current Policy of gradual phasing out of mostinput subsidies, it is important to ensure that producer
prices art aligned to border prices. so that farmers incomes are not subjected to a squeeze. However, before
it is done a mechanism to protect the farmer from the effects of highly volatile international prices will have
to be devised. Government of Pakistan (1991), National Agricultural Policy, Islamabad.
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agencies that purchase wheat from growers at the fixed support price. Around 25 per cent of the total
wheat production is thus procured by the public sector. The procurement operation is voluntary; growers
are free to sell their products at higher prices on the market. When prices exceed the support price,
the Government is not under the obligation to purchase commodity.

227. The rice market in Pakistan is subject to marketing measures. The state-owned Rice Market
Corporation (RMC), established in 1974, enjoys a de facto monopoly in the domestic procurement
and export of rice and paddy. The procurement price is fixed by the authorities with theaim of insuring
adequate return to the grower. Legally, the private sector can also engage in procurement and exports
of rice, as the legal export monopoly of the RMC was abolished in 1990. Nevertheless, the private
sector does not generally export rice since rice exports are not profitable. The only exception is of
high quality Pakistani basmati rice, exports ofwhich are profitable. The Government covers the losses
due to rice export by the RMC, while the losses of the private sector are not covered. In addition,
the only substantial rice storage capacity in Pakistan is in Karachi (800,000 tonnes) is in the hand of
the RMC.

228. The Government owned Cotton Export Corporation (CEC) was established in 1973. Its functions
include the implementation ofgovernment policies relating to thecotton sector; price support operations;
improvement of cotton ginning; standardisation; improvement of quality; modernization of ginning
industry; development of modem storage facilities; and local sales to textile mills on government
directives. The CEC monopoly of raw cotton exports was ended in 1987; currently it is responsible
for about 50 per cent of Pakistan's cotton exports, the rest being in the hands of the private sector.

229. The CEC is under an obligation to buy cotton at the established minimum support price.
Domestic cotton prices are generally higher than the support price, but usually, Pakistan internal prices
are lower than international prices. Imports are non existent not only for price reasons but because
of the higher quality of domestic compared to imported cotton. There are no restrictions on exports
or imports. Daily minimum export prices are fixed by the Cotton Board. Export duties reduce the
profitability of cotton exports. The only way for the private sector to remain profitable is to export
high quality cotton, which is more profitable as export duties are not applicable to the portion ofprices
which exceed the minimum export price. Losses ofthe CEC are financed by the Government. Another
major advantage of the CEC over its private competitors is that it has large storage facilities (220,000
bales), which are otherwise in short supply in Pakistan.

(vi) Regional assistance

230. Pakistan provides substantial assistance to some areas under its regional developmentad special
development programmes. The objectives of regional development under the Seventh Five year Plan
included an equitable distribution of the provision of basic needs such as food, shelter, and health
facilities in the various regions of the country; an increase in the quality of life by providing more
jobs, better education, better infrastructure, modem industrial and agricuItural facilities; and the
promotion of overall economic development in backward regions.

231. Areas included in the regional development plan are the mountainous regions such as Azad
Kashmir, Northern Areas and the Federal Administered Tribal Areas (FATA). In 1988-93, budgetary
allocations under the regional development programme amounted to Rs5.2 billion (Azad Kashmir),
Rs 2.5 billion (Northern Areas) and Rs 5.2 billion (FATA). Less developed areas in Baluchistan were
allocated Rs 5 billion in the same period. Under the special development programme Rs 25.3 billion
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was allocated to Punjab (27 per cent), Sindh (30.4 per cent), NWFP/FATA (16.9 per cent), Baluchistan
(23.7 per cent) and Azad Kashmir (2 per cent).

232. As indicated in the previous sections of Chapter IV, underdeveloped areas enjoy different
tax and other concessions in the field of industrial and agricultural development.
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V. TRADE POLICIES AND PRACTICES BY SECTOR

(1) Overview

1. Prior to 1988, Pakistan's economic policies were by and large inward looking, with
import-substitution seen as an important element of the development process. In the decade following
independence, an industrialization programme was implemented that transferred resources from
agriculture to manufacturing. The basic policy objective, supported by widespread state intervention,
was a high degree of self-sufficiency. The economy was protected by high tariffs and various restrictive
barriers to trade: domestic production was largely insulated from foreign competition and international
prices were without a major rôle in Pakistan's resource allocation.

2. Since 1988, Pakistan has implemented an economic reform and structural adjustment programme.
The economy has taken steps towards more market orientation and openness. The rôle of the private
sector has been strengthened and state intervention has been decreased. Tariff and non-tariff barriers
and export controls have been loosened and foreign investment has been encouraged.

3. The reform process is yet to be completed. Tariffs remain relatively high and concessions
weaken their transparency.² Agriculture, although there are fertilizer and other subsidies, remains
implicitly taxed, particularly by domestic price policies. In industry, effective protection rates are
high in several areas, including certain iron and steel products. However, the ongoing tariff reduction
and simplification programme is likely to improve the efficiency of resource allocations, to the probable
benefit of those agro-based sectors, particularly in cotton, where Pakistan would seem to have a
comparative advantage (Chapter IV (2)(ii)).

(2) Agriculture and primary products (Table AV. 1)

4. Agriculture in Pakistan has traditionally been the largest sector of the economy. As a result
of industrialization, the share of agriculture (and forestry and fishing) in GDP has declined from
53 per cent in 1949/1950 to 24 per cent in 1993/94, but it still employs 48 per cent of the labour force.³
The importance of the sector is also demonstrated by the fact that the majority of Pakistan's exports
consist of agricultural or agrobased manufactured products, mainly textile and clothing. Imports of
agricultural products constituted 15 per cent of total imports in 1993.

5. In most areas of Pakistan, agriculture requires irrigation, usually from canals and tubewells.
Of the total crop area of about 22 million hectares, about 75 per cent is irrigated, with the remaining
one fourth dependent on rainfall (barani areas). Agricultural production fluctuates substantially depending
on weather conditions. Recently, in 1992/93, a year of devastating rainfalls, floods and plant diseases,
the crop production index fell by 18 per cent points, from 161 to 132.4

6. Small arms remain important in the structure of Pakistan's agriculture. In 1990, 81 per cent
of private farms were less than 5 hectares in size, holding about 38.7 per cent of the total farm area.

¹The Secretariat did not receive comments from Pakistan on the draft of Chapter V.

²Tariff analysis in this Chapter is based on statutory tariff rates in force in 1993/94.

³The contribution of fishing and forestry to GDP is less than one per cent.

4Government of Pakistan (1993), Economic Survey 1992/93.



Pakistan C/RM/S/50
Page 95

These farms produce little marketable surplus, partly because traditional cultivation techniques are
still widely used. The smallness of the units means that they do not reap economies of scale, to reduce
per unit production costs. According to the authorities, the social and political importance of the small
farms is a reason for maintaining agricultural import barriers, as liberalization and increased import
penetration would pose a threat to the viability of the small-scale units.

7. About 70 per cent of the value of agricultural output is produced by the crop sub-sector. The
main crops are wheat, rice, maize, cotton, sugarcane and pulses. The production of total foodgrains
grew from about 10 million tonnes in 1970/71 to 21 million tonnes in 1991/92; over the same period,
cotton production increased from 3 million to almost 13 million bales. Pakistan is one of the world's
largest cotton producers and has a virtual monopoly in high quality basmati rice. The livestock sector
is growing in importance; the production of milk and meat is increasing at a rate of roughly 5 per cent
a year, largely to meet domestic market needs.

8. Agricultural growth has been aided by a changing technological environment. For example,
total fertilizer use increased from 19,000 nutrient tonnes in fiscal year (FY) 1960 to 1.7 million nutrient
tonnes in FY 1987. Over the same period, total credit disbursed by government institutions, cooperatives
and commercial banks increased nearly 25 times in real terms. The volume of available irrigated water
also increased substantially and farm mechanization proceeded rapidly; in FY 1966 only 1,665 tractors
were imported, while at the beginning of the 1990s about 300,000 tractors were in use.5

9. Pakistan is close to self-sufficiency in most crops and livestockproducts. The major agricultural
import items are wheat, pulses, sugar, edible oils (soybean and palm) and tea; these constituted some
81 per cent of total import value of agricultural products in 1992/93.

10. In Pakistan's first four decades, agricultural policy was subordinated to the import-substituting
industrialization strategy. Especially before the end of the 1970s, governmental intervention in pricing
and foreign trade of major agricultural products (wheat, rice, sugar and edible oils) and inputs
(agricultural machinery, fertilizer, pesticides, fuel and credits) was pervasive, with market forces accorded
only a limited rôle. International trade of major agricultural products was carried out by monopolistic
state-owned enterprises; and imports and exports were strictly controlled through administrative measures
and high tariffs. Domestic prices of food and agricultural raw materials were kept low and the urban
population received generous food subsidies. As a result, the domestic terms of trade moved in favour
of industry and economic resources were transferred from agriculture to industry. In recent years,
the degree of state intervention has been reduced. Agricultural prices have been brought closer to
world market levels, some price controls have been abolished, most trade and internal distribution
monopolies have been eliminated. and exports of cotton and rice have been permitted by the private
sector.

11. The major goals of the present National Agricultural Policy (NAP), adopted in May 1991,
are the establishment of social equity, self reliance, export orientation, sustainability and enhanced
productivity. The approved plan of actions aims at: an agricultural growth rate higher than that of
the population. to ensure food security, self-sufficiency and export surpluses; increasing productivity
of the crop, livestock, fisheries and forestry sectors; an export oriented strategy to exploit export
potential; conserving and developing natural resources; institutionalizing reforms, promoting institutional
development and bringing social and economic equity to the agrarian structure; focusing on small

5N. Hamid, I. Nabi, and A. Nasim (1990) Trade. Exchange Rate. and Agricultural Pricing Policies in
Pakistan, World Bank Comparative Studies, World Bank.
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farmers and baran; area development; and achieving fulI employment in rural areas through rural
agro-based industrialization.6

12. The NAP includes a number of specific objectives such as self-sufficiency in essential
commodities like wheat, sugar and milk, and the establishment of an appropriate relationship between
the price of farm products and farm inputs. The NAP sees as the most pressing tasks of Pakistan's
agriculture to be: meeting the target of self-sufficiency in wheat production (18 million tonnes); and
improving pulses production and controlling crops diseases, particularly of cotton. In addition, as
according to the authorities, the quality of some imported food products, including milk powder and
cooking oil, is not always satisfactory, a law is in preparation on quality control of imported food
products.

13. In the past, Pakistan provided substantial food and agricultural input subsidies. As noted, since
the beginning of the economic reforms in 1988, the amount of subsidies has been declining, the degree
of state intervention in agricultural production and trade has been limited and the regulatory rôle of
the market has been strengthened. Nevertheless, intervention remains important.

14. Support prices for rice, wheat, cotton, sugarcane, non-traditional oilseeds, gram, onions and
potatoes are set annually be the Government prior e respective sowing seasons. These support
prices are minimum guaranteed prices; in case the market price of a particular commodity falls below
the support price, the concerned procurement agency stands ready to procure the produce at the set
price. However, growers are at all times free to sell their product on the domestic market as they
please. For sunflower, safflower, soybean, and sugarcane, support prices are buttressed by a regulatory
duty on imports of edible oils and sugar. For other corps, no border measures, other than tariffs are
used for the support of farmers. However, a subsidy on imported wheat and an export duty on cotton,
amounts to a tax on wheat and cotton growers. There are no regular schemes in force to provide direct
income support to farmers.

15. The determination ofsupport prices is based on a consideration ofdomestic and word demand,
supply and prices, export and import prices, cost of production, real support prices, input prices and
the impact of support prices on the consumer price index and exports (Box V.1) Except for non-
traditional oilseeds like sunflower. soybeans and safflower, support prices of all commodities covered
by the support price programme are set below or close to international parity prices (Charts V. 1-5).

16. Pakistan provides subsidies on local and imported wheat. The subsidy on local wheat is given
by provincial governments, while that on imported wheat is provided by the Federal Government.
The subsidy is given by keeping consumer prices below the cost of local and foreign purchases ofwheat,
including transport, handling and storage charges. The Government also provides subsidies on edible
oils to insulate domestic consumer price from international price fluctuations. The Government fixes
the price of the final product (cooking oil or vegetable ghee) and then provides imported edible oil
to the industry at a price that leaves a certain profit margin to the industry for meeting processing and
marketing costs. The difference between the Government's import price and the release price is the
subsidy. This varies with the international price of edible oil. When the international price falls below
the release price, the Government collects a tax instead (Table V. 1).

6Ministry of Food, Agriculture and Cooperative (1991), National Agricultural Policy, Islamabad.
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Box V.1: Determination of agricultural support prices

In the determination of agricultural support prices, the following factors are taken into account:.

(i) Market prices

According to the authorities, although equilibrium or market clearing prices tend to be unstable and to
vary over time, their long-run average indicates the level towards which support prices can be pushed;
thus intervention costs can be minimized while linking the farm sector to market forces.

(ii) World supply, demand and price situation

The authorities are of the view that the global economy would operate most efficiently if there were no
intervention to influence the import or export of commodities; thus in setting support prices and to align
domestic prices with world prices, consideration is given to the world supply, demand and price
situation.

(iii) Export/import prices

For traded commodities (imported or exported), import or export prices are calculated, with due
consideration to quality and locational differentials. As, in the view of the authorities, high export prices
for a commodity indicate comparative advantage in the production of that commodity, this might point to
the need for increasing its support price.

(iv) Cost of production

The use of the cost of production (COP) as a basis for setting support prices is debatable as this may
discriminate against crops with a comparative advantage. Nevertheless, the authorities are of the view
that COP cannot be ignored in formulating price policy, particularly in the short-run when the farmers
cannot adjust to changing world conditions.

(v) Real support prices

The authorities feel that real support prices provide an important indicator of changes in the nominal
support price in relation to the general price increase in the economy; therefore, real support prices are
calculated and kept in view while fixing the support price.

(vi) Fertilizer

Fertilizer has contributed significantly to the expansion of agricultural production in Pakistan. As
fertilizer price changes affect profitability, the authorities bear these changes in mind in support price
determination.

(vii) Impact of increases in support prices on the consumer price index (CPI) and exports

Expenditure on items such as wheat, sugar and edible oils are a considerable part of most household
budgets. The price of these commodities, through their linkages with other sectors, influence price levels
in the rest of the economy, and leave the general cost of living and exports. As such these effect are
combined in setting support prices.

Source: Ministry of Food, Agriculture and Co-operatives.
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Chart V.1
Support and import prices of wheat, 1982/83-1992/93
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Chart V.2
Support and export prices of seed cotton, 1982/83-1992/93
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Chart V.3
Support and import prices of sugarcane, 1982/83-1992/93
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Chart V.4
Support and export prices of irri
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Chart V.5
Support and export prices of basmati paddy, 1982/83-1992/93
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Table V.1

Food subsidies in Pakistan,
(Rs million)

1988/89 - 1992/93

1988-89 1989-90 1990-91 1991-92 1992-93

Wheat 7,286 ... 4,393 5,912 4,508

Federal 5,230 4,526 2,405 4,081 2,376

Provincial 2,056 ... 1,988 1,831 2,132

Edible oil 2,848 ... 2,141 188 ...

... Not available

Source: Ministry of Food, Agriculture and Co-operatives.

17. Other subsidies available to agricultural producers include fertilizer, credit and electricity
subsidies. The fertilizer subsidy is a budgetary charge, whereas the credit subsidy is in the form of
concessionary lending rate relative to average lending rates charged by commercial banks. An electricity
subsidy arises from the lower rates charged for agricultural tubewells compared to other electricity
consumers, namely domestic, commercial and industrial sectors. Except for that on electricity, subsidies
declined substantially in 1992/93 compared to earlier years (Table V.2).
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Table V.2
Subsidies provided to agricultural producers,1988/89-1992/93
(Rs million)

Period Fertilizer Credit Electricity

1988-89 2,423 80 1,210

1989-90 1,170 718 1,380

1990-91 1,386 813 1,675

1991-92 1,224 8C9 1,799

1992-93 810 75*

Not available.
* Budgetary.

Source: Ministry of Food, Agriculture and Cooperatives.

18. Agricultural credit plays an important role in agricultural development ofPakistan. Government
agencies like the Agricultural Development Bank of Pakistan (ADBP), commercial banks and the Federal
Bank for Cooperatives extend loans to farmers on concessional terms to supplement their resources
(Chapter IV (4) (i )(b)).

19. Cost-free production loans were given to farmers form 1979/80 until 1987/88 by commercial
banks and the Federal Bank for Cooperatives. In 1987/88, an amount ofRs 5,515 million was disbursed
in such loans compared to Rs 319 million in 1979/80. This policy was discontinued in 1988/89 and
replaced with one of concessionary credit. Under this policy, an amount ofRs 765 million was provided
as credit subsidies to farmers in 1992/93 and an amount of Rs 1,098 million was allocated for 1993/94.

20. Since 1988/89, credit has beenprovided by government agencies to small-scale farmers at lower
rates than on other credits. Until recently, the Agricultural Development Bank of Pakistan (ADBP)
provided concessionary credits for the purchase of agricultural machinery; this was abolished in 1993/94,
and the general 12.5 per cent rate is now applicable on ADBP credits for purchases of agricultural
machinery (Table V.3).

Table V.3
Rates on concessionery credits provided to small-scale farmers, 1988/89 - 1993/94
(Per cent)

Year ADBP general Co-operatives Societies Commercial Banks
rate Small-scale farmers

1988-89 12.0 10.0 8.0
1989-90 12.0 9.0 SF 7.0

10.0 Others
1990-91 12.5 7.0 SF 7.0

10.0 Others
1991-92 12.5 7.0 SF 7.0

10.0 Others
1992-93 12.5 7.0 SF 10.5

10.0 Others
1993-94 12.5 8.0 SF 11.0

11.0 Others
ADBP Agriculture development Bank of Pakistan.

SF Small -scale farmers.

Source: State Bank of Pakistan.
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21. In addition, a number of other concessionary loan and payments facilities are available for
small-scale farmers. These include special loans for flood affected areas, and incentives in some areas
for tea growing.

22. In Pakistan, no official estimates are available for Producer Subsidy Equivalents (PSE) and
Consumer Subsidy Equivalents (PSE). According to available calculations, based on 1986-1990 data,
the PSEs were negative and the CSEs positive for Pakistan's major export crops, basmati rice and cotton,7
indicating that government policies were biased against agriculture and favoured consumers in those
product areas where Pakistan has a comparative advantage and where production increases could have
been economically viable (Table V.4).

Table V.4
PSE and CSE estimates in Pakistan, 1986-90
(Per cent)

Commodity 1986-87 1987-88 1988-89 1989-90

PSE estimates

Wheat -50 -56 -95 -52

Rice Basmati -106 -67 -92 -48

Rice Coarse -19 -26 4 10

Cotton -51 .41 -125 -95

CSE estimates

Wheat 48 43 70 38

Rice Basmati 33 33 43 12

Rice Coarse -11 2 -13 -24

Cotton 57 54 120 94

Source: Asghar All (1992), "Producer and Consumer Subsidy Equivalents of Agricultural Policies in Pakistan:

and Implications". Pakistan Journal of Agricultural Economies, Volume I, No. 1. 1992.

Concept, Measurement

23. A second study, based on 1981-1987 data, came to similar conclusions and noted that, in respect
of wheat, cotton, and basmati rice, infrastructure investment and input subsidies to producers were
more than offset by the taxing effect ofoutput-price-related policies, primarily state trading.8 According
to this study, crop CSEs were significantly positive but while livestock-product CSEs were negligible.

(i) Livestock and dairying

24. The livestock subsector, which contributes about 30 per cent of Pakistan's agricultural value
added, has recently grown at a real rate of some 6 per cent a year. According to 1992/93 government
estimates, livestock population is comprised of 17.8 million cattle, 18.7 million buffaloes, 40.2 million
goats and 27.7 million sheep. The number of draught cattle is declining due to more widespread use

7Asghar Ali (1992)," Producer and Consumer Subsidy Equivalents of Agricultural Policies in Pakistan: Concept,
Measurement and Implications", Pakistan Journal of Agricultural Economics Vol. 1. No. 1, 1992.

8G. Ender (1992), 'The Use of Producer and Consumer Subsidy Equivalents to Measure Government
Intervention in Agriculture: The Case of Pakistan", Pakistan Journal of Agricultural Economics Vol. 1, No. 1,
1992.
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of tractors. However, the number of crossbred cattle has increased considerably. The livestock sector
provides raw material for Pakistan's leather industry.9

25. The development of the livestock sector is one of the aims of the Eighth Five Year Plan. The
main objectives of the present Livestock Development Policy include the fulfilment of the ever increasing
urban demand for livestock products; phasing out imports of milk and other dairy products; and the
promotion of exports of livestock and livestock products after meeting domestic demand. The production
of milk and meat is increasing at the rate of 5 to 6 per cent per annum. (Table V.5). In 1991/92,
Pakistan produced 16.3 million tons of milk.

Table V.5
Production of livestock products in Pakistan

Item Unit 1992-93 1997-98 (Targets)

Milk '000 tonnes 17,120 22,039

Meat '000 tonnes 1,872 2,484

Beef '000 tonnes 844 1.082

Mutton '000 tonnes 763 1,075

Poultry meat '000 tonnes 167 327

Eggs Million No. 5,165 8,448

Wool '000 tonnes 51 57

Source: Ministry of Food, Agriculture and Cooperatives.

26. Imports of live swine, meat, edible offal and other edible products of animal origin are prohibited
for religious reasons; however, the authorities are considering the limitation of this ban to non-Halal
products only. Import of live animals are subject to a statutory duty of between 10 and 50 per cent.
Imports of milk are subject to a tariff of 70 per cent.

27. A number of livestock products. which are in short supply in the domestic market, are subject
to an export prohibition, including some live animals, animal fat and certain dairy products. Exports
ofbreeding goats, breeding cows and breeding buffaloes and breeding camels are subject to a minimum
f.o.b price restriction. According to the authorities, this restrictions primarily aims at preventing the
depletion of domestic breeding animals.

(ii) Fruits, vegetables, pulses and edible nuts

(a) Fruits and vegetables

28. Pakistan grows a variety of temperate and tropical fruits and vegetables,10 with efforts made
in recent years to increase the production and exports of fruits and vegetables. A "Grow for Export
campaign " has been launched. As a result, the export of fruits increased from 96 to 125 thousand
tonnes between 1985/86 and 1991/92.

9The share of leather products in Pakistan's exports is about 9 per cent.

10Fruits produced in substantial quantity include citrus, mango, apple, banana, apricot, almonds, grapes and
guava.
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29. Exports of different fruits and vegetables are subject to quality control (Table IV.8). Imports
of most vegetables and fruits bear an 80 per cent customs duties except potatoes, which face import
duties of 5 per cent. Exports of many fruits are subject to a 0.5 per cent export cess.

(b) Pulses

30. Production of pulses has stagnated over the past several years. Due to adverse weather, 1992/93
was an exceptionally bad year for the grand crop, and output declined some 30 per cent; as a result
the production of pulses fell from 0.71 million tonnes in 1991/92 to 0.55 million tonnes (Table V.6).
According to the National Agricultural Policy, the production in this commodity category should be
diversified by increasing the output of lentils and moong, with a view to self-sufficiency in the sector.
At present pulses are imported from Afghanistan, China, Sri Lanka, Thailand and Turkey.

Table V.6
Crop production in Pakistan, 1988/89-1992/93
(Million tonnes)

Crops 1988-89 1989-90 1990-91 1991-92 1992-93

Food grains 19.42 19.30 19.59 20.62 21.06

Wheat 14.42 14.31 14.57 15.68 16.16

Rice 3.20 3.22 3.26 3.24 3.12

Maize 1.20 1.18 1.18 1.20 1.18

Others 0.60 0.59 0.58 0.50 0.60

Cash crops 38.41 37.65 37.62 41.04 39.60

Cotton (lint) 1.43 1.46 1.63 2.18 1.54
(M. bales) (8.4) (8.6) (9.6) (12.82) (9.05)

Sugar cane 36.98 36.19 35.99 38.86 38.06

Oilseeds 3.23 3.27 3.66 4.79 3.48

Cottonseed 2.85 2.91 3.28 4.36 3.08

Traditional oilseeds 0.34 0.32 0.34 0.34 0.34

Non-traditional oilseeds 0.04 0.04 0.04 0.09 0.06

Pulses 0.65 0.77 0.73 0.71 0.55

Gram 0.46 0.56 0.53 0.51 0.35

Others 0.19 0.21 0.20 0.20 0.20

Vegetables

Onion 0.71 0.71 0.70 0.81 0.85

Potatoes 0.65 0.83 0.75 0.86 0.93

Fruits 3.79 4.00 3.96 3.99 4.11

Source: Ministiy of Food. Agriculture and Cooperatives; and the Cotton Export Corporation of Pakistan.

31. Imports of most pulses are duty free. Exports of all pulses and beans are prohibited due to
domestic supply shortages.

(iii) Cereals

32. Wheat and rice are the main cereal crops of Pakistan. In 1992/93, wheat output was some
16 million tonnes, up 12 per cent since 1988/89 but below Pakistan's self-sufficiency target of 18 million
tonnes. Although the National Agricultural Policy seeks to increase the size of wheat crop, the PSE



Pakistan C/RM/S/50
Page 105

for wheat appears to be negative and both the support and domestic market prices for wheat are lower
than import prices.11 As noted above, Pakistan provides consumer subsidies on local and imported
wheat. Imports of wheat are carried out by food departments of provincial governments

33. Pakistan, due to its favourable soil and climatic conditions, enjoys a virtual moncpoly in high
quality basmati rice. With about 25 per cent of the crop exported, basmati rice is a major Pakistan
exportproduct; in 1992/93, the value ofsuch exports was almost US$200 million, compared to exports
of US$118 millions of ordinary rice. In all, rice normally accounts for some 5 to 6 per cent of Pakistan's
exports (Chart V.6). PSE estimates are negative for basmati rice, indicating a penalty for growers

from lower domestic prices for basmati rice relative to international prices; the PSE for coarse rice
appears to be positive. Since August 1990, rice trade has been deregulated; previously it had been
a state monopoly (Chapter IV(2 )(xiii)).

Chart V.6
Exports by major commodity groups, 1988/89-1992/93
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Sources:Ministry of Commerce.

34. Exports of a number of grains are prohibited, to protect the internal market from shortages.
Exports ofbasmati rice are subject to a statutory specific export duty of65 paisa per kilogram. Imports
of wheat are duty free, while imports of rye, barley and rice are subject to a tariff rate of 50 per cent;
those of maize and oats are liable to a customs duty of 10 per cent.

11In 1992/93 supportprice for what was Rs 130 per 40 kgs, while the open market and import price were

Rs 137 and Rs 180 per 40 kgs, respectively.
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(iv) Oilseeds

35. Pakistan's oilseed output is below the self-sufficiency level and imports of edible oils (palm
oil and soybean oil) represents about 6 per cent of Pakistan's total imports. In 1992/93, the value
of edible oil imports was US$583 million (Chart V.7). The United States is Pakistan's major source

for imports of soybean oil and palm oil is mainly imported from Malaysia. The National Agricultural
Policy provides for different programmes to increase Pakistan's oilseeds poduction. These programmes
include better training for oilseed workers and researchers; the introduction of special research
programmes; breeding higher oil content cotton seed varieties; and the extension ofcoconut plantations.
As indicated, the Government provides subsidies on edible oils to insulate the domestic market from
international price fluctuations.

Chart V.7
Imports by major commodity groups, 1988/89-1992/93

Per cent

35

30

25

20

5

10

198849 1989-90 1990-91 1991-92 i992-93

Source:. Ministry of Commerce.

36. The Ghee Corporation of Pakistan (GCP) is the main importer of edible oils but private sector
companies also import oil seeds for their own mills. Exports of edible oils are subject to a prohibition.
Imports of soy beans and sunflower seeds are subject to a 10 per cent tariff, while other oi! seeds are

liable to higher, usually 50 per cent tariff rates; similar tariffs are applied to imports of flours and
meat of oil seeds.

(v) Beverages and spices

37. Pakistan is a substantial importer of tea, as domestic production is low relative to demand.
In recent years, the value of tea imports has been above or close to US$200 million, about 2 per cent
of Pakistan's total imports, with Bangladesh, China, Indonesia, Kenya, Uganda and Zimbabwe as

Pakistan's main suppliers of black tea. Pakistan is a coffee importer.
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38. Exports of tea are subject to an export tariff of 80 paisa per kg, while imports bear a tariff
of 40 per cent Imports of coffee are subject to art 80 per cent tariff and spices to tariffs ranging from
50 to 80 per cent.

(vi) Tobacco

39. In 1991/92, Pakistan's tobacco crop was in the order of 97,000 tonnes. Imports of
unmanufactured tobacco are subject to a 60 per cent tariff.

(vii) Cotton

40. Production of cotton is of outstanding economic importance to Pakistan. Exports of the cotton
group, which includes raw cotton, textiles and clothing, account for about 60 per cent of Pakistan's
total exports. Cotton, after wheat, has the second largest crop area in Pakistan.12 About 70 per cent
of Pakistan's cotton is grown in the Punjab, with most of the remainder in Sind.13 Pakistan has an
important share of world cotton production and exports.

Chart V.8
Cotton production and consumption in Pakistan, 1959/60-1992/93
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Source: Government ofPakistan, Econondc Survey IM-93- Statistical Suppkment.

41. Pakistan's cotton production has steadily increased since the early 1960s, despite occasional
setbacks due to bad weather or plant diseases. In 1991/92 the peak production yzar, output was
12.8 million bales. In the following year, with adverse weather conditions, production declined to

'IThe area devoted to the cotton crop increased from 1.3 to 2.7 million hectares between 1959 and 1993.

'3A. Mahmood and F. Walters (1990), Pakistan Agriculture, Islamabad.
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9 million bales and the 1993/94 harvest was around 11 million bales (Chart V.8). Yields in Pakistan
are above the world average due to its favourable climatic conditions, the intensive use of fertilizers
and pesticides and the introduction of new high-yielding seeds. The quality of Pakistan's cotton
production makes its cotton exports internationally competitive.

42. Pakistan applies a variety of measures on cotton production and trade. These include the
establishment of minimum support and daily minimum export prices, occasionall export prohibitions
and the application of export and import duties. Until 1986, the Cotton Export Corporation of Pakistan
had a colton export monopoly; since then, the private sector is also engaged in cotton export, however,
to a limited extent. Exports of raw cotton are subject to a 40 per cent ad valorem tariff; imports of
raw cotton are duty free.

43. As a result of reduced cotton production in the last two years, cotton has been in short supply
in Pakistan. In 1992/93, exports of raw cotton declined to US$271 million from US$518 million in
1991/92. Domestic cotton prices have risen, putting exporters of cotton manufactures in a difficult
situation and inducing them to renegotiate the prices of made-up textiles articles. In January 1994,
Pakistan banned exports of cotton, imposed a 10 per cent export duty on cotton yarn, and subjected
cotton yarn exports to a monthly quota. Concurrently, to lower rapidly rising domestic prices, imports
on ramie-cotton yarn, linen yarn and dyed woollen yarn not produced in Pakistan were reduced to
10 per cent. However, imports have not been high, with international cotton prices reportedly too
high for Pakistan spinners.14

44. As noted above, PSE estimates for cotton are negative, indicating a resource transfer from
cotton producers to other sectors ofthe economy. The National Agricultural Policy focuses on directing
cotton production towards higher quality, through recognition of cotton grades and standards, including
improvements in the price incentive system. Increased efforts will be made to control cotton pests
and other cotton infections.

(viii) Forestry

45. Forests cover about 5 per cent of Pakistan's area. The contribution of forestry to GDP is about
0.3 per cent. The objectives ofthe Forest Policy 1991 include meeting Pakistan's environmental needs,
as well as the requirements of the timber, fuel wood, fodder and other groups, by doubling the forest
area in thenext 15 years. Atpresent, timber andfirewoodproduction does not meet domestic demand. 15
On average Pakistan imports some Rs 3.6 billion of wood and wood products a year, mainly in the
form of pulp and paper.

46. Exports of timber, charcoal and firewood are prohibited, to protect domestic forests. Wood
imports are duty free, while pulp and paper products are subject to tariffs ofbetween 20 to 80 per cent.

(ix) Fishing

47. The fishery contributes about 0.6 per cent to Pakistan's GDP. The sector is considered important
because of its protein supply, although local fish consumption, at 1.8 kilograms per capita a year, remains
low. In 1991. total fish production was 493,000 tonnes, with the off-shore catch accounting for about
76 per cent of the total. Domestic consumption takes some 77 per cent of the catch (with about half

14Textile Asia (1994), Cotton out of reach, March 1994.

15In 1992/93, timber and firewood output from government forests was estimated at 321,000 and 534,000
cubic meter, respectively as compared to 314,000 and 523,000 cubic meters in 1991/92: Government of Pakistan
(1993), Economic Survey. 1992/93.
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the catch processed into fish meal) and the remainder is exported. Shrimp constitute around 80 per
cent of fishery exports. In 1992/93, exports of fish and products were 2.7 per cent of Pakistan's total
exports. Pakistan imports virtually no fish or fish products.

48. Imports of fishes and products are subject to tariffs ranging from 10 to 80 per cent.

(3) Mining and Ouarrying

49. Pakistan is endowed with a wide range of fuel and non-fuel minerals. Most mineral resources
are currently insufficiently exploited, partly because of a lack of detailed geological surveys.16 The
Eighth Five Year Plan focuses on enlarging the rôle of the mineral sector in the economy. Under the
Plan, a National Mineral Development Policy will bc announced and Pakistan's geological survey will
be promoted. The main trade-related objectives of Pakistan's policy in the mineral sector are to increase
mineral exports and to replace imports. Foreign investment in the sector is encouraged and public
sector production projects are to be transferred to the private sector.

50. A mineral development policy is under consideration, particularly with a view to enlarging
the sector by attracting both foreign and domestic investment. A number of specific advantages are
provided to investors: mining equipment and machinery, not manufactured locally, is exempt from
customs duty; profits from an undertaking set up between 1 July 1992 and 30 June 1993 and engaged
in exploration and extraction of specified minerals are exempt from income tax for a period of 8 years
from the date of production; and income from exploration or extraction ofcoal deposits against a mineral
lease obtained on or after 1 July 1987 is exempt from income tax for 5 years.

51. According to the authorities, there are practically no government controls on the production
and pricing of minerals. Tariff based incentives are, however, used to encourage exports of value
added products.

(i) Coal

52. In Pakistan, per capita consumption of commercial energy is low, at a little above the equivalent
of200 kilograms of oil. Oil and natural gas account for more than 50 per cent of Pakistan's total energy
supply, while the share of coal is 7 per cent. Pakistan's coal is of relatively low quality and meets
about two-thirds of domestic needs. In 1992/93 Pakistan imported about 1 million tonnes of coal,
with imports subject to a tariff of 30 per cent.

(ii) Petroleum and Natural Gas

53. Pakistan was 77 per cent self-sufficient in commercial energy in 1990. The balance was mainly
met by imports of petroleum and petroleum products. At present, Pakistan's major domestic energy
resource is natural gas but domestic supply falls short ofdemand;17 its indigenous supply of oil satisfies
about one fourth of domestic requirements. The share of petroleum and petroleum products is some
15 per cent of Pakistan's total imports.

16UNIDO(1990), Pakistan. Towards Industrial Liberalization and Revitalization, Basil Blackwell Ltd,
Cambridge, USA.

17The Economic Intelligence Unit (1992), Pakistan. Afghanistan. 1992-93
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54. Pakistan lacks the necessary infrastructure for handling, storing and transporting petroleum
to the main areas of consumption. The estimated amount of investment needed to acquire the
infrastructure is about US$20 billion. As such, the Petroleum Policy 1994 provides incentives to attract
private sector investment to the sector. A number of these are trade related; for example, import
duties or fees no longer apply on machinery, equipment, and materials imported by petroleum exploration
and production companies.

55. Under the Petroleum Policy 1994, new refineries based on indigenous crude oil or offering
a definite logistic advantage are ensured a minimum net rate of return of 25 per cent on paid up capital
for 8 years. Incentives have also been provided for the local manufacture and production of items
meant for the petroleum sector, including the benefits admissible for exports: in addition, local
manufacturers are allowed to import free of duties all items that are to be incorporated in or form part
of any items to be supplied to a company operating in the petroleum sector; and no sales tax is levied
or payable on items manufactured or produced locally that are sold to companies in the petroleum sector.

56. According to newspaper reports, Pakistan has concluded contracts with U.S. com.anies worth
about US$4 billion in the field of power generation and oil exploration.18

57. Imports of crude petroleum and petroleum products are subject to tariffs of between 10 and
50 per cent.

(iii) Minerals

58. Pakistan produces the following main non-energy minerals in substantial quantities: gypsum,
rock phosphate, building stones, ceramic minerals, magnesite and silica sand, nephyline syenite, barite,
salt, sulphur, copper, iron ores and precious metals and stones (Table V.7).

Table V.7
Extraction of main minerals,1990/91-1992/93

(July-Mach)
Minerals 1990-91 1991-92 1991-92 1992-93

Coal (000 MT) 2,888 3,073 2,367 2,403
Natural gas (000 m.cu.mtr) 15 16 12 12
Crude oil (min. barrels) 23 22 17 17
Marble (000 MT) 281 321 253 282
China clay (000 MT) 44 42 32 33
Chromite (000 MT) 24 28 23 25
Dolomite(000 MT) 155 181 149 150

Gypsum (000 MT) 468 471 375 380
Limstone (000 MT) 9,009 8.528 6,440 6,450
Magncsite (tonnes) 4,242 6,333 4,733 5,163
Rock salt (000 MT) 736 833 612 624

Sulpher tonnes) 295 215 215 180

Baryer (000 MT) 26 30 24 25

Source: Govenmnets of Pakistan, Economic Survey 1992-93.

59. Imports of most mining products are subject to tariffs of between 30 and 50 per cent.

18Financial Times 27 September 1994.
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(4) Industry (Table AV. 1)

60. Prior to independence Pakistan was essentially a supplier of raw material to the Indian textile
industry. Subsequently, until the mid 1960s, industrialization was fairly rapid, at an average annual
rate of some 9 per cent. After a period of somewhat slower industrialization, the rate picked up to
about 8 per cent a year during the Sixth and Seventh Plans (covering 1982/83 to 1992/93).

61. At present, the share of manufacturing in Pakistan's GDP is close to 19 per cent and the sector
employs more than 12 per cent of the workforce. As a result of industrialization, Pakistan has a large
network of agro-based industries, such as textile, clothing, food and leather, and has established heavy
and basic industries like steel, fertilizer, cement, basic chemicals and railway carriages. It has also
developed an engineering sector that produces ships, plant and machinery for sugar, cement, vegetable
ghee, rice and ginning factories and is moving from assembly to the manufacture of tractors, cars and
other automobiles. Over the years, the share of manufactures in exports has increased, from some
57 per cent in the early 1980s to about 65 per cent at present. Most manufactured export products
are labour-intensive and based on agriculture.

62. Pakistan's manufacturing sector is dominated by textiles, food processing and tobacco, which
together accounted for 45 per cent of industrial value added in 1988. In terms of gross output and
employment, textiles is the largest industry, but its share has declined over the last years (Table V.8).

Table V.8
Manufacturing output. value added and employment in Pakistan, 1988

Gross output Value added Employment
(US million (US$ million (total number

and per Cent) and per cent) and per cent

300 Total 12,824.9 4,127.7 514,980
311 Food products 19.0 16.0 13.1
313 Beverages 1.0 1.8 1.1
314 Tobacco 3.9 10.1 1.7
321 Textiles 22.7 18.8 35.3
322 Clothing 1.8 1.6 2.3
323 Leather products 2.6 0.6 1.3
324 Footwear 0.7 0.7 1.0
331 Wood products 0.3 0.3 0.6
332 Furniture except metal 0.1 0.1 0.3
341 Paper products 1.3 1.1 1.8
342 Printing 0.8 1.0 2.3
351 Industrial chemicals 5.0 7.0 3.1
352 Other chemicals, incl. pharm. 5.8 7.3 5.0
353 Petroleum refineries 8.6 5.9 0.5
354 Petroleum and coal products 0.6 0.7 0.6
355 Rubber products 0.9 0.9 1.6
356 Plastic products 0.6 0.5 0.8
361 Pottery and china 0.2 0.4 0.8
362 Glass and products 0.5 0.7 1.0
369 Other non-metallic mineral products 4.4 7.7 3.7
371 Iron and steel 7.0 6.5 7.5
372 Non-ferrous metals 0.0 0.0 0.1
381 Fabricated metal products 0.9 1.0 1.8
382 Non-clectrical machinery incl. computers 2.4 1.8 3.6
383 Electrical machinery 3.8 3.3 3.9
384 Transport equipment 4.4 3.6 4.4
385 Professional and scientific equipment 0.3 0.3 0.6
390 Other manufactured products 0.4 0.4 0.8

Source: UNIDO Industrial Statistics Data Base (1994).
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63. Policies effecting industry have changed substantially since the beginning of the structural
reformprogramme in 1988. Over 100 industrial enterpriseshavebeenprivatizedwiththeclearobjective
of making the private sector dominant in manufacturing. The insulation of Pakistan's industry from
the rest of the world has been relaxed, with tariffs decreasing and the implementation of a three year

tariff reform started in July 1994. A high number of products have been removed from the Negative
List and import licensing has been dismantled. Industrial licensing has also been abolished except in
some sectors, such as arms and ammunition, security printing and mint, high explosives and radio
active substances. Foreign investment policy has become more liberal and incentives, including many
exemptions from tariff, tax and other obligations have been adopted to promote both foreign and domestic
investment. Special efforts have been mad, to develop small-scale and rural industrialization. A deletion
policy has been implemented with the objective of broadening the engineering base, saving foreign
exchange, creating employment and promoting the transfer of technology.

64. Despite numerous reform measures and the first steps towards a more open economy, Pakistan's
industry remains protected by high tariffs and other measures. Although a full range of effective
protection rates (EPRs) is not available, calculations prepared by Pakistan's national TariffCommission
and the Applied Economic Research Centre, indicate that EPR rates are extremely high for some

products, but negative for others. EPRs are expected to decline significantly after the implementation
of the 1994-96 tariff reform (Table V.9). Another, more broadly based study suggests that, in the
case of the maximum tariff being reduced to 35 per cent, the average EPRs for industry would drop
from 212 per cent to 90 per cent.19

Table V.9
Effective Protection Rates (EPRs) in Pakistan, 1993
(In per cent)

Product Effective Protection Rates
With existingstructure After Phase I of After Phase IIIof

the tariff reforn the tariffreform
(1994195> (199-96)

NTC AERC
Aluminium flexible tube for toothpaste 157 162 163 86
Ball bearing
No. 6202 179 165 129 77

No. 6203 204 206 140 84

Self-adhesive tape
PVC tape

NATL 2.276 5.160 620 303
MIL NVA NVA 80 50

OPP tape
NATL 114 16 84 52
MIL 179 50 88 54

Stationery tape
NATL NVA -921 4 6
MIL NVA -100 91 55

Di-octylpathalate (DOP) 162 161
Flexible aluminium packing material
Poster paper backed 115 101 112 67

Tissue paper backed 130 111 116 69
Seamless pipes and tubes 2,611 2,613 451 270

Table V.9 Cont'd

19National Tariff Commission (1993), Report of the Tariff reforms Committee, Islamabad.
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Product Effective Protection Rates
With existing struture' After Phase I of After Phase III of

the tariff reform the tariff reform
(1994195> (1994-96)

NTC AERC
Precision shaftings 264 264 102 61
B&W cathode ray tubes (CRT)
12" NVA -325 -345 -203
14" NVA -523 -667 -394
17" 128 95 183 1l9
Bus-truck tyres
8.25-20 261 519 236 124
9.00-20 NVA -3,750 -1,283 588
Spring steel flat bars NVA -164 126 75
Dairy products
Milk powder 139 137 244 112
Lactogen - I 14 14 138 71
Lactogen - Il 21 21 160 89
Copper clad board 44 44 114 70
Fire extinguishers
BCF gas type
BCF-1 21 22 433 173
BCF-2 19 20 262 119
BCF-4 NVA -132 769 309
BCF-6 55 -55 467 200
Dry powder type
DC-SP-1 NVA 28
DC-SP-2 8 77
Aluminium cap with P.E. wad 82 -180

a NTC National Tariff Commission (Islamabad).
AERC Applied Economic Research Centre (Karachi).
NVA Negative Value Added.

Source: NTC and AERC calculations

(i) Food products

65. Food products represented about 19 per cent of manufacturing output in 1988 and 16 per cent
ofvalue added. Vegetable ghee and cooking oil, sugar and processed fruit constitute the major segments
of the food industry.

66. There are about 80 vegetable ghee and cooking oil manufacturing enterprises in Pakistan.
As Pakistan's edible oil production does not meet domestic demand, enterprises are partly reliant on
imported edible oil.

67. The sugar industry has emerged as a major processing sector and has assumed a pivotal position
in both the agriculture and agribusiness sector. At present, there are 61 sugar mills operating in Pakistan.
In the early 1980s, Pakistan was self-sufficient in sugar production but imports have subsequently risen
to some 0.2 per cent of Pakistan's total imports. In 1991/92, Pakistan produced 2.3 million tonnes
of sugar.

68. Pakistan is close to self-sufficiency in milk, with domestic processing accounting for some
97 per cent of local requirements. In the late 1980s the value of imported milk and milk food for infants
was about US$ 20 million.
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69. Tariffs on imports of food products range from 0 to 80 per cent, with a simple average of 67
per cent. Average tariffs on dairy products, preserved fruits and vegetables, fish preparations, vegetable
and animal oils and fats and grain mill products are around 60 to 70 percent. Imports ofbakery products
face an average tariff of some 80 per cent while those of sugar are subject to tariffs averaging
34 per cent.

(ii) Beyerages and tobacco

70. Beverages and tobacco account for 5 per cent of industrial output and 12 per cent of value
added. The beverage sector has increased its production capacity substantially in recent years; in
1992/93, it produced about 100 million dozen bottles of beverages, about 40 million more than 10 years
ago. The export potential ofthe fruitjuice industry is substantial according to the authorities and efforts
are being made to attract foreign investment to the sector. Pakistan has a substantial tobacco industry,
albeit with declining production.20

71. Fruit juices are liable to an import tariff of 80 per cent, while tariffs on imports of alcoholic
beverages (wine, fermented beverages) may reach 235 per cent. Edible products of animal origin and
many alcoholic beverages are subject to an import prohibition for religious reasons. Manufactured
tobacco is subject to an 80 per cent import tariff.

(iii) Textiles and clothing

72. Textiles and clothing is Pakistan's most important manufacturing sector and its main source
of manufactured exports. The sector is based on domestic high quality cotton and draws on a relatively
low-cost work force that is well equipped to handle the labour-intensive technology. The sector grew
fairly rapidly in the 1950s and 1960s but both production and exports stagnated in the next two decades,
with a number of firms, particularly in cotton cloth, undergoing severe difficulties. Since November
1990, the textile sector has been deregulated to encourage greater private sector participation and export
growth. In support of this aim a number of concessions have been given to the sector. As a result,
by the end of 1991, the spinning capacity had increased to 6 million spindles, and output had risen
from 3 to nearly 7 million bales. The production of yarn now exceeds 1 billion kilograms, with about
one-half exported. Exports of cotton fabrics have also increased.21(Table V. 10).

73. According to the authorities, the industry appears to be most-efficient in the spinning of cotton
and in the use of cotton yarn for made-up items, including towels, canvas, knitwear and garments;
it is relatively less efficient in the conversion of spun short staple and filament yarn into cloth and is
least efficient in the conversion of imported fibre (wool) into both yarn and cloth.

74. Production ofclothing has been concentrated in small enterprises, with larger units ofrelatively
recent origin. The latter have contributed fairly rapid growth in clothing production and exports in

20In 1991/92, Pakistan's tobacco industry produced some 29.7 billion cigarettes, compared to a peak of
40.7 billion in 1987/88.

21U.S. Usman (1993), Pakistan-the way ahead, Textile Asia, May 1993.
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recent years. Some two-thirds of Pakistan's clothing output is exported and Pakistan seeks increased
clothing exports in the future.22

Table V.10
Cotton textile statisics, 1949-1991/92
(In units as specified)

Installed capacity Working at the
end of the period

Year No. of No. of No. of No. oF No. of Spindle Loom Consum- Total Surplus Total
Reporting spindles looms spindles looms loom hours ptlion of yarn yarn production

Mins worked worked cotton produced of cloth
(000) (000) (000) (000) (million) (million) (000 kg.) (00 kg.) (000 kg.) (000 sq mt)

1949' ... 137 3 137 3 495 7.3 8.731 8,374 2,951 37,480
1959-60 72 1,582 27 1.491 26 201,184 160,352 90,449 4'5,034
1969-70 107 2,397 31 2,327 27 16,964 197.1 334,693 273,236 175,396 606,545
1979-80 149 3,731 26 2.841 16 21,468 99.1 428,554 362,862 324,952 342,335
1984-85 158 4.396 23 3,022 10 33.274 69.8 558,714 431,731 375,223 271.831
1985-86 160 4.422 19 3,158 9 24,620 64.7 553,599 482,186 436,330 253.480
1986-87 187 4.293 17 3,499 9 26,836 57.8 697,719 586,371 549,960 237,879
1987-88 197 4,330 16 3,690 9 29,823 66.2 779.738 685,031 643,465 281,620
1988-89 219 4,790 17 3.966 9 32,089 67.9 871,978 757,903 720,303 269,862
1989-90 236 5,195 16 4.416 8 36,170 67.5 1,054,144 911,588 864,469 294,839
1990-91 247 5,493 15 4.475 8 39,542 60.2 1,197,451 1,041,248 1,001,033 292,911
1991-92 271 6,141 15 5,260 8 43,606 58.8 1,342.819 1,170,736 1,134,716 307.933

Not available.
a January-December.

Source: Govemment of Pakistan, Economic Survey, 1992-93, Statistical Supplement.

75. In 1988, textiles accounted for 23 per cent of the value of Pakistan's industrial output, for
19 per cent of value added and employed 35 per cent of the industrial workforce; the figures for clothing
were 1.9 per cent, 1.6 per cent and 2.3 per cent, respectively. Figures indicate that the share of the
textile sector has been declining, while that of clothing is increasing. In 1980, for example, the textile
sector employed 48 per cent of industrial workers, produced 25 per cent of industrial output and
20 per cent of value added; in the same year, corresponding data for the clothing were well below
1 per cent.

76. Traditionally, exports of the cotton group, about 60 per cent of total exports have been of
decisive importance for Pakistan's trade balance. In 1991, Pakistan's share ofworld textile and clothing
exports was 2.25 per cent. In 1992/93 Pakistan's exports of textiles amounted to more than US$2 billion
and its clothing exports were US$1.3 billion. Cotton yarn is the more important export product, usually
accounting for more than half of total textile exports. Exports of cotton yarn almost doubled between
1988/89 and 1992/93. In 1991/92, cotton yarn exports decreased by 0.9 per cent in value terms
compared to the previous year, but increased by 1 per cent in quantity terms. In 1992/93, exports
of cotton yarn declined by 4.3 per cent in value terms but in volume terms they increased by almost

22UNIDO(1990), op. cit. pp. 53-58.
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10 per cent; the decline in international cotton yarn prices was in excess of 13 per cent. Major export
markets for Pakistan's cotton yarn are Canada, Hong Kong, Japan, South Korea and Turkey.

77. The second most important textile export item is cotton cloth. Exports of cotton cloth during
1992/93 amounted to US$863 million, an increase of 5.3 per cent over 1991/92 in value terms but
a decline of almost 6 per cent in volume. The unit value index of Pakistan's cotton cloth exports
increased from 100 in 1977 to 197.3 in 1991. The major buyers of Pakistan's cotton cloth are Australia,
Bangladesh, Dubai, the United Kingdom and the United States.

78. During the period 1977-1993, the value of Pakistan's exports of made-up articles of textiles,
including towels, bed sheets, covers, napkins and curtains, registered a thirty-fold increase, mainly
reflecting significant price increases from US$20.6 million to US$616. 1 million.23 Exports of these
items in 1992/93 increased by 15 per cent in value terms over the previous year. Made up articles
of textiles are mainly exported to Germany, the Netherlands, Saudi Arabia, the United States and the
United Kingdom.

79. In 1992/93, Pakistan's exports of ready-made garments were almost US$618 million compared
to US$336 million in 1988/89. The unit value index for garment export rose almost fifteen-fold in
the period 1977 to 1993. The main buyers of Pakistan's garments are France, Germany, Saudi Arabia,
the United Kingdom and the United States.

Table V.II
Export of cotton group,1988/89-1992/93
(US$ million)

198849 1989-90 1990-91 1991-92 1992-93

A. Raw cotton 929.6 443.0 411.8 518.3 270.8
B. Textiles 1,095.9 1,438.8 1,940.9 2.091.6 2,065.9
(i) Cotton yarn 600.8 833.7 1,183.0 1.172.5 1,121.5
(ii) Cotton thread 3.0 3.0 3.4 3.7 4.8
(iii) Cotton cloth 464.8 559.0 675.9 819.4 863.1
(iv) Cotton bags 13.5 13.4 20.5 32.4 23.7
(v) Tapestry cloth ... ... ... ... ...

(vi) Cotton waste 12.3 27.8 55.5 59.7 49.3
(vii) Wase material of textile fabrics 1.5 1.9 2.6 3.9 3.5
C. Clothing 890.6 1,095.0 1.394.7 1,624.0 1,337.8
(i) Towels 140.4 129.8 129.4 136.7 139.0
(ii) Made-up articles - bedsheets, 206.7 269.0 355.1 397.5 477.1

covers, napkins. curtains
(iii) Tents and canvas 41.1 28.8 79.6 51.2 39.9
(iv) Readymade garments (excluding 335.5 393.7 497.1 613.5 617.7

leather garments)
(v) Hosiery 166.9 273.7 333.6 425.1 464A1
G. Total 2.916.1 2,976.8 3,747.4 4.233.9 4.074.5

.. Not available.

Source: Ministry of Commerce.

80. In the past, Pakistan's textile exports consisted mainly of yarn and grey cloth. Recently there.
has been a significant growth in the exports of synthetic textiles, with the price of such textiles up by

'Ministry of Commerce (1993), The State of Pakistan's Foreige Trad , 1992-93, Islamabad.
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almost 2,800 per cent since 1977.24 Canvas and tarpaulin have also emerged as important textile exports.
However, unit export values for tarpaulin have declined by 4 percentage points in recent years.25

81. Pakistan's textile and clothing exports are restrained by bilateral agreements under the Multifibre
Arrangement (MFA) in Canada, EU, Finland, Norway and the United States (Chapter IV(3)(vi) and
(viii)). For such exports, quotas are managed by the Textile Quota Management Directorate (Ministry
of Commerce). Pakistan has welcomed the planned phasing out of the MFA, as agreed in the Uruguay
Round, but would have preferred a shorter timeframe.

82. Pakistan's imports of textiles and clothing are low. In 1992, the value of textiles imports
amounted to US£116 million and there were no imports ofclothing.26 This is explained in large measure
by high import duties, of 70 to 80 per cent, and the retention of many items on the negative import
list (Chapter IV(2)(vii)). The authorities justify these trade measures partly on the grounds of restrictions
against Pakistan's own exports but also argue that Pakistan's producers require protection against low-cost
producers, particularly in Bangladesh, China, India and Sri Lanka.

(iv) Carpets, rues and other textiles

83. The woollen textile and carpet industries are relatively small; their share in Pakistan's exports
was 2.6 per cent in 1992/93, compared to 3.6 per cent in 1990/91. In 1991, Pakistan's share in world
carpet and rug exports was 19.3 per cent, compared to 23 per cent in 1980. The carpet industry is
mainly cottage based. The wool processing industry, which serves the carpet sector, is small, with
only a few companies involved. Pakistan imports greasy wool from New Zealand and Australia.
Carbonized wool is imported from Australia.27The major buyers of Pakistan's carpet exports are
France, Germany, Italy and the United States.

84. Import tariffs of 30 per cent apply to wool tops and imports of wool blend yarns are subject
to custom duties of 10 to 80 per cent.

(v) Leather and footwear

85. The contribution ofthe leather and footwear industry to industrial value added in Pakistan was
1.3 per cent in 1988. The importance of the leather industry in Pakistan's economy is underlined
by the fact that products of the leather group account for almost 10 per cent of Pakistan's total exports.
In 1992, the value of Pakistan tanned leather exports was US$223 million and those of leather garments
amounted to US$322 million; exports of leather gloves and footwear were US$62 million and
US$15 million, respectively. Major markets for Pakistan's leather goods exports are France, Germany,
the United Kingdom and the United States. The domestic leather market is protected by import tariffs
ranging between 30 and 80 per cent.

24UNIDO (1990) op cit. p.53.

25Ministry of Commerce (1993), op. cit. pp. 88-89.

26GATT document, COM.TEX/W/261, 15 November 1993.

27Wool Industry Review Committee (1993), Wool. Structuring for Global Realities.
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(vi) Chemicals

86. In 1988, the share of Pakistan's chemicals sector in industrial value added was 14 per cent;
the sector produced some 11 per cent of industrial output and employed 8 per cent of industrial
workforce. Pakistan's chemical industry produces a range of relatively low technology products,
including fertilizers (urea, ammonium nitrate, nitrophosphate), soda ash, sulphuric acid, chlorine, paints
and varnishes, polishes and safety matches.

87. There are nine companies engaged in fertilizer production. Pakistandependsentirely on imports
to meet its potash requirements and also imports large quantities of nitrogen and phosphorus fertilizers.

88. Domestic pharmaceutical production, mainly by transnational corporation, meets about 80 per cent
of Pakistan's demand for drugs, medicines and pharmaceutical products. Centralization of drug
administration is an issue in the sector and suggestions have been made to decentralize renewals of
drug manufacturing licences, the registration of drugs and price fixation.28

89. Demand for chemical products exceeds local production. The share of chemicals in Pakistan's
total imports is about 16 per cent; imports of chemicals amounted to US$1,491 million in 1992/93.
Germany, Japan, Switzerland and the United Kingdom are Pakistan's main suppliers of chemical
products.

90. Tariffs on chemical import range from 0 to 80 per cent, with a simple average of 43 per cent.
Fertilizer imports are subject to an average tariff of 7.6 per cent. Paints and varnishes face a simple
average tariff of 66 per cent, while imports of many medicaments and pesticides are duty free.

(vii) Cement

91. At present. 19 cement units, with a capacity of about 8.2 million tonnes are in operation.
Following privatization, the installed cement production capacity of the public sector has declined to
2.2 million tonnes. The Government has allowed duty free imports of plant and machinery, not
manufactured locally, to promote investment in the sector. Imports of cement are subject to a tariff
of 60 per cent. Exports of cement are subject to the condition that they bear the standard certification
mark of the Pakistan Standard Institution.

(viii) Iron and steel non-ferrous metals metal products

92. Integrated steel production started in Pakistan in 1981, when the Pakistan Steel Mill became
operational. In 1988, the iron and steel sector produced 7 per cent of Pakistan"s industrial output and
6.5 per cent of its industrial value added. Pakistan Steel has a production capacity equivalent to
1.1 million tonnes of raw steel per annum, with a built-in potential to expand to over 3 million tonnes.
The average capacity utilization in terms of raw steel has recently been in the order of 80 per cent.
The main products of Pakistan Steel include coke, pig iron, rolled billets, cast billets. and different
sheets and plates. The gross value added of Pakistan steel increased by 6.5 per cent during July-March
1992/93 and labour productivity (per worker per annum) increased to 29.4 tonnes, from 26 tonnes;
according to the authorities, this has resulted in a foreign exchange savings of66 per cent by comparison

28UNIDO(1990), op. cit. p.62.
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to the previous years.29 Nevertheless, Pakistan is a substantial importer of iron and steel; in 1992/93,
iron and steel imports were US$315 million, accounting for 3.2 per cent of total imports. The main
suppliers were Australia, Beigium, Germany, Japan, the United Kingdom and the United States.

93. Pakistan's non-ferrous metal industry is in the early stage of development, with relatively low
output. The sub-sector accounts for 0.9 per cent of Pakistan's industrial output.

94. Tariffs on imported iron and steel products range from 10 o 80 per cent with a simple average
tariff of 61.5 per cent. Tariffs on imports of non-ferrous basic metals are lower, with a simple average
of 46 per cent. High tariffs apply to fabricated metal products; their simple average is 72 per cent.

(ix) Machinery

95. Pakistan's machinery production includes diesel engines, agricultural machinery, machine tools,
textile machinery, household and industrial sewing machinery, radios, household appliances, road rollers,
concrete mines, bulldozers, sugar-cane crushing machinery, cranes. plumps, printing and book-binding
machinery, office machines, needles, surgical instruments, oil expellers and other edible oil extraction
plants, ice plants and cotton ginning plants. Non-electrical and electrical machinery account for about
6 per cent of industrial output and 5 per cent of industrial value added. Domestic production, which
uses labour intensive technology with low levels of productivity, meets about 50 per cent ofPakistan's
demand. The value of imported machinery (excluding transport equipment) in 1992/93 was
US$2,417 million, some 24 per cent of Pakistan's total imports. Exports are relatively modest, due
in part to the sectors previous insulation from world competitive focus; only surgical instruments
registered substantial export value in 1992/93, for a total of US$102 million.

96. Applicable import tariffs on machinery are not transparent, due to asubstantial number of duty
concessions, including end-use provisions (Table AIV.4). Imports of electrical and non-electrical
machinery are liable to statutory tariffs ranging from 0 to 90 per cent with a simple average of 58 per
cent for both product groups.

(x) Transport equipment

97. In 1988, the transport equipment sector produced 4.4 per cent of Pakistan's industrial output
and 3.6 per cent of its industrial value added. The automobile industry in Pakistan was established
in the 1950s and 1960s with the assembly of cars. In 1973, a public company, the Pakistan Automobile
Corporation was set up to develop a supporting engineering infrastructure, obtain advanced technology
and initiate import-substituting domestic car manufacturing.30The objective of the Government's deletion
policy is to increase local content in automobile production. As a result of the implementation of
different deletion programmes, local content in the production of different cars, including Bedford
Truck, Suzuki and other has increased substantially. Pakistan also produced bicycles; in 1991/93
their production totalled 573,000 units.

98. Presently. Pakistan assembles passenger cars, trucks buses, light commercial vehicles, jeeps
and tractors. Transport equipment is generally imported; in 1992/93 such imports amounted to

29Government of Pakistan (1993). Economic Survey 1992/93, Islamabad.

30UNIDO(1990), op. cit. pp. 71-72.
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US$1 .25 billion, equivalent to 12.5 per cent of Pakistan's total imports, and equal to three times their
amount in 1988/89.

99. Imports of passenger cars are subject to tariffs of 250 per cent and imports of other motor
vehicles, trailers and engines bear customs duties ranging from 30 to 80 per cent. Motorcycles and
bicycles carry import tariffs of 90 and 80 per cent, respectively; aircraft are subject toatariffof20 per
cent.

(xi) Other manufacturing

100. Pakistan is a substantial producer and exporter of sport goods, including soccerballs, footballs,
leather gloves and sport garments, different rackets, hockey sticks, cricket bats and a wide range of
other sporting goods. In 1992/93, the value of such exports was US$131 million.
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VI. TRADE DISPUTES AND CONSULTATIONS'

(1) GATT Dispute Settlement

1. Over the past forty years Pakistan has not been involved as a complainant or respondent in
panel procedures under the dispute settlement provisions of GATT Article XXIII

2. In 1992, Pakistan initiated GATT Article XXIII: 1 consultations with Turkey on the latter's
implementation in September 1991 of a provisional anti-dumping measure on its cotton yarn imports
from Pakistan; the measure was later converted into a definitive anti-dumping duty.2 In June 1993,
Pakistan reported tothe GATT Council that in January 19S3 Turkey had decided to withdraw the measure
concerned.3

3. Pakistan has never used the dispute settlement procedures under any of the Tokyo Round
Agreements.

(2) Multifibre Arrangement (MFA)

4. In January 1993, the Textiles Surveillance Body (TSB) received from Pakistan a notification
under Articles 8:4 and 11:5 of the MFA with respect to U.S. charges of alleged circumvention by
means oftranshipment against Pakistan's 1992 quota limits on its exports of Categories 360 (pillowcases)
and 361 (bedsheets) to the United States.

5. The TSB was of the opinion that circumvention had taken place with respect to certain
consignments charged to quotas; however, "it was unable to come to an agreed interpretation of the
relevant provisions of the MFA and the 1986 Protocol of Extension as maintained in force by the 1992
Protocol regarding the right, or absence thereof, ofa party to make adjustments to quotas in the absence
of an agreement between the parties concerned, and therefore was unable to reach a consensus on a
recommendation".4

¹The Secretariat did not recieve comments from Pakistan on the draft of this chapter.

²GATT document, C/M/259, 27 October 1992.

³GATT document, C/M/264, 14 July 1993.

4GATT document, COM:TEX/SB/1836, 11 June 1993.
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Table AIV.1
Tariffconcessions on imports of machinery and equipment

_

1. S.R.O.541(1)/79

2. O S.R.0.506(l)84

3. S.R.O.509(1)84
4.O S.R.0.440(1)/87

5. O S.R.0.456(1)f88

6.O S.R.0.311(I)189

9.O S.R.0.760(1)90

10O S.R.0.962(1)/90

11. S.R.O.213()/91

12O S.R.0.490(I)91

13O S.R.0.494(1)91

14O S.R.0.495(I)/91

15O S.R.0.615(1)/91

16O S.R.0.791(1)/91

17O S.R.0.854(1)191

18O S.R.0.484(I)192

19O S.R.0.858(I)192

20O S.R.0.1067(1)/92

28.6.1979

14.6.1984

14.6.1984
4.6.1987

26.6. 1988

10.4.1989

3.6.89
28.3.1990

18.7.1990

12.9.1990

14.3.1991

30.5.1991

30.5.1991

30.5. 1991

1.7.1991

15.8.1991

26.8.1991

14.5.1992

9.9.1992

2.11.1992

Spares for plant and machinery imported by air by an
industrial unit.
Dairy machinery and equmpment not ranufactured locally and
imported by the dairy industry.
Equipmentrmingbee-fannirg
Embryo transplant technology equipment and medicines or
chemicals imported by a dairy farming or livestock farm.
Plant and machinery imported for textile garments and textile
processing industries imported under balancing,
modernization and replacement (BMR) etc.
Exemption of customs duty on machinery. equipment and
mools for the manufacture of jewellery.
Machinery and equipment imported by the mining industry.
Partial exemption of customs duty and sales tax on specified
mquipment irported by Civil Aviation Authority.
Exemption of customs duty and sales tax on plant and
machinery imported for setting up downstream industries of
the Pakistan Steel Mills.
Exemption of customs duties and taxes on the import of plant
and machinery imported for setting up a manufacturing unit in
bond under the Bond Manufacturing Scheme as laid down in
S.R.0.772(1)1/89, dated 10.7.1989 as per conditions laid
down.
Exemption of customs duty and sales tax on machinery for
use in the tourists project.
Rules regarding deferred payment of duty on import of
machinery.
Exemption of customs duty on machinery imported for BMR
of projects located in the North West Frontier Province.
Exemption of customs duty and import surcharge on certain
agricultural equipment.
Exemption of customs duty on goods imported for live stock
farms anm dairy farns etc.
Exemption of customs duty, import surcharge and Iqra
surcharge on goods and machine for textile industry.
Exemption of customs duty, import surcharge and Iqra
surcharge on machinery and spares up to 30.6.1993.
Exemption of customs duty and sales tax on plan; and
machinery for rural areas.
Exemptimn of custors duty and sales tax on import of
specified construction machinery.
Articles imported by importers other than the
PTC..STO,TIP.CTITelecom Foundation, (exemption from
customs duty in excess of 30 per cenm ad valorer and sales
tax).

Table AIV.1 Cont'd

7.
8.

S.R.0.525(1)/89
S.R.0.3 13(1)/90
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21. S.R.O.1121(I)/92

22. S.R.O.21(1)/92

23. S.R.O. 36(1)/94

24. S.R.O. 279(1)/94

25. S.R.O. 367(1/94

26. S.R.O.506(I)/94

27. S.R.O.507(1)/94

17.11.1992

10.1.1992

15.1.1994

2.4.1994

9.5.1994

9.5.1994

9.6.1994

Exemption of customs duty and sales tax on plant and
machinery, if not manufactured locally as per conditions laid
down.
Exemption of customs duty and sales tax to such equipment
and machinery of water supply and sewerage projects, if not
manufactured locally.
Deferment of import duties (power, gas and energy projects)
Rules.1994.
Exemption of customs duty and sales tax on machinery and
equipment including coal mining equipment for balancing
modernization extension/setting up of new power generation
projects.
Exemption of customs duty and sales tax on machinery,
equipment etc for the projects of petroleum sector.
Partial exemption of customs duty and sales tax on import of
plant and machinery for initialization and BMR of specified
industries and NRI.
Exemption of customs duty in excess of specified rates on
specific machinery of specified export oriented industries.

S.R.O. stands for Special Regulatory Order

Source: Ministiy of Commerce
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Table AIV.2
Tariff concessions on imports of raw materials and components

1. S.R.O.704()1)80

2. S.R.O.601(1183

3.. S:R:O.349(!)185

4. S:R:O.36(1)187

5. S.R.O.457(I)88

6. S.R.O.502(1)188

7. S.R.O.510(I)/88

8. S.R.O.540(1)/89

9. S.R.O.549(I)/89

10. S.R.O. 1147/(1)/89

Il. S.R.O.587(1)90

12. S.R.O.335(1)191

13. S.R.O.549()1)92

14. S.R.O.587(1)/92

15. S.R.O.146(1)193

16. S.R.O.296(I)/93

17. S.R.O.503(1)/93

18. S.R.O.280(I)/94

26.6.1980

11.6.1983

15.4.1985

18.1.1987

26.6.1988

26.6.1988

26.6.1988

3.6.1989

3.6.1989

27.11.1989

7.6.1990

6.4.1991

4.6.1992

15.6.1992

20.2.1993

14.4.1993

10.06.1993

2.4.1994

Raw materials for manufacture of artificial parts of human body.

Raw materials for manufacture of wires and cables; bolts and
nuts and machine screws, tubing for transformers, wire rope;
welding electrodes; aluminium rod, etc.

Raw materials and packing materials used in the manufacture of
pharmaceutical products

Raw materials and components for use in the building fitting,
repairing or refitting of ships.

Raw materials for syringes and infusion sets

Parts and components for the manufacture of scientific and
medical instruments

Raw materials for manufacture or formulation of pesticides

Goods imported by Fishermen's Cooperative Society

Raw material for manufacture or formulation of pesticides for
agriculture

Delivery of the raw materials imported for the manufacturer of
drugs without paymets of customs duties and sales tax.

Raw materials imported for basic manufacture of pharmaceutical
active ingredients.

Exemptions of customs duty sales tax and iqra surcharge on raw
materials and components imported by M/s Karachi Shipyard and
Engineering Works Limited.

Exemption of customs duty on such articles imported for the
purpose of running maintenance and operations of the Pakistan
Railways.

Exemption of customs duty on raw materials imported for the
manufacture of gas masks.

Exemption of customs duty and sales tax on raw materials
imported for manufacture of seamless tubes and pipes.

Exemption of customs duty, sales tax and Iqra surcharge on
pharmaceutical products.

Exemption of customs duty and sales tax on raw materials on
copper clad board.

Exemption of customs duty and sales tax on raw materials and
components not produced or manufactured locally for manufacture
of machinery equipment etc. to be supplied to electric power
generation projects.

Table AIV.2 Cont'd
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19. S.R.O.307(1)/94

20. S.R.O.366(1)/94

21. S.R.O.419(1)/94

22. S.R.O.--(I)/94

23. S.R.O.500(1)/94

24. S.R.O.501(1)/94

25. S.R.O.502(I)/94

26. S.R.O503(1)'/94

27. S.R.O.50411)/94

28. S.R.O.505(1)/94

29. S.R.O.508(I)/94

30. S.R.O.-I)/94

12.4.1994

9.5.1994

31.5.94

5.6.1994

9.6.1994

9.6.1994

9.6.1994

9.6.1994

9.6.1994

9.6.1994

9.6.1994

3.7.1994

Exemption of customs duty as is in excess of 15% ad.valorem on
raw materials for manufacture of pesticides or container/packing
material of pesticides.

Exemption of whole of customs duty and sales tax on raw
materials and components for the manufacture of machinery,
equipment materials etc. to be supplied to the petroleum sector
companies.

Exemption of customs duty and sales tax on import of raw
material and machinery for the manufacture of costume jewellery.

Repayment of whole of customs duty paid on raw materials used
in the manufacture of gas masks.

Repayment of customs duties paid on raw materials used in the
manufacture of goods supplied to exempt sector industries.

Exemption of customs duty in excess of specified rates and sales
tax on the import of raw materials, sub-components and
components of agricultural equipment and machinery.

Exemption of customs duty (specified rates) on components of
specified vehicles.

Exemption of customs duty in excess of specified rates and sales
tax on raw materials and sub-components for the manufacture of
components of vehicles.

Exemption of customs duty in excess of specified rates and whole
of sales tax on import of raw material, sub-component and
components for the manufacture of specified goods.

Exemption of customs duty in excess of specified rates and sales
tax on raw materials, sub-components and components for the
manufacture of specified items.

Exemption of customs duty in excess of specified rates on raw
materials and components of specified industries.

Exemption of customs duty and sales tax on the import of raw
materials and components to be used in the manufacture of
machinery equipment, vehicles, intermediate goods and capital
goods to be supplied against international tenders.

S.R.O. stands for Special Regulatory Order.

Source: Ministry of Commerce
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Table AIV.3
List of products the imports that are subject to health and safety requirements - fiscal year 1993/94

S.No H.S.No. Commodity description Conditions
(1) (2) (3) (4)
1. 0511.1000

0511.9999
2. Respective numbers

3. 1207.2000

4. 1511.9000

Animal semen

Animals and plants, dead or alive,
including any recognisable part or
derivative thereof specified in Appendices
I,II and III to the Convention on
International Trade in Endangered Species
of Wild Fauna and Flora.
Cotton seed

Palm stearin

5. Respective numbers Edible Products

6 2402.0000

7. Respective numbers

Cigars cheroots cigarillos and cigarettes
of tobacco or of tobacco substitutes.

Radioactive materials and Radiation
apparatus.

Importable subject to recommendation and clearance
of Livestock Divisions
Importable subject to the prior approval of Ministry of
Food and Agriculture.

Importable subject to the prior approval of Food and
Agriculture Division.
Importable subject to the conditions that it will have a
distinct coloration added to it.
Importable subject to the condition that the packages
or containers of these products shall indicate:

(i) the date of manufacture and date of expiry;
(ii) that contents are free from products of

haram animals;
(iii) fit for human consumption; and
(iv) that in case of meat, it was

(a) obtained from halal animals; and
(b) slaughtered in accordance with

Islamic injunctions.
(v) In case of edible oil, import shall be

effected on the basis of "Landed weight
and Landed Quality".

Packets of cigarettes and cigars, etc should invariably
carry the warning "smoking is injurious to health"
both in Urdu and English.
Impons of Radioactive materials and apparatus as
specified in Appendix-B is permissible irrespective of
their import status subject to the prior approval of
Dte. of the Pakistan Nuclear Safety Radiation
Protection of the Pakistan Atomic Energy
Commission.

Calcium carbide, whether or not
chemically defined.

Asbestos

3.4 - Methylenedioxyphenyl
Acetone and 1-2 Propanone
1-Phenyl 1-2 Propanone

Importable subject to the prior approval of the
Department of Explosives of the Government of
Pakistan.
Importable by the concerned industrial consumers
strictly in accordance with their requirements as
determined by the Revenue Divisior., in consultation
with the relevant Ministry Division.

Acetic Anhydride
Acetyl Chloride
Nacetylanthranilic Acid
Ethylidene Diacetate
Isosafrole, Piperonal and Safrole
Ephedrin and Pseudoephedrine
Ergometrine. Ergotamine and Lysergic
Acid

8. 2849.1000

9. 2524.0000

10.
il.
12.

13.
14.
15.
16.
17.
18.
19.

2903.1900
2914.110)
2914.1900

2915.2400
2915.9000
2922.4900
2925.0000
2932.9000
2939.40OG
2939.6000
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S.No H.S.No. Commodity description Conditions
(1) (2) (3) (4)

All narcotic drugs and psychotropic
substances, except items mentioned in the
Negative List against sub-heading Nos.
2925.1110 and 2939.3010

Importable by only those pharmaceutical units which
have valid drugs manufacturing licence and are
recommended by the Ministry of Health.

21. 3002.0000

22. 3204.0000
3212.0000

23. 3601.0000
3602.0000
3603.0000

24. 3705.9010

25. 2903.0000
3808.1090
3808.2000
3808.3000
3808.4000

3808.9000

Human blood and its fractions.

Dyes

Explosives

Atical Survey Film (other than
cinematographic), depicting only
topographical features, suitable for making
maps or charts.

Insecticides, rodenticide, herbicides, anti-
sprouting products, disinfectants and
similar products, excluding plants growth
regulators, put up in forms or packing for
retail sale or as preparation or articles (for
example sulphur treated bands, wicks and
candles and fly-papers).

Consignment shall be released on production of an

AlDs-frce certificate.
Consignment shall not be released unless a certificate
from suppliers to the effect that the dyes sought to be
imported do not contain benzidine is produced.
Importable subject to the prior approval of
Department of Explosives of the Government of
Pakistan.
Importable by the concerned public sector units.

Importable subject to the condition that these are

registered with the Ministry of Food and Agricultural,
Government of Pakistan , under the Agricultural
Pesticides Ordinance, 1971 (II of 1971), (details are at

Appendix C) except those drugs which are registered
under the Drugs Act 1976 (XXXI of 1976), unless
such drugs are specifically exempted from the
operation of the said Act or are registered and are in
use in the exporting country or in the country of
origin. All such pesticides, drugs and items specified
in column (3) shall be subject to the strict observance
of the following conditions:

(a) each receptacle containing insecticides,
pesticides shall be in good condition and
capable of withstanding risks of handling
and caniage by sea;

(b) each receptacle shall be marked with the
correct technical name of its contents;

(c) each consignment will accompany a

certificate from the concerned agency of
the Govenment in the exporting country or

country of origin and duly attested by the
Pakistan Mission concerned in that
country to the effect that these items are

duly registered and are in use there at the
time of shipment. Provided that this
conditions shall not apply to pesticides
registered under the Agricultural Pesticides
Ordinance 1971 (Il of 1971); and

I20. 2905.0000
2921.0000
2.922.0000
2924.0000
2925.0000
2926.0000
2932.0000
2933.0000
2934.0000
2939.0000
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S.No H.S.No. Commodity description Conditions
(1) (2) (3) (4)

(d) all packages shall bear durably and legibly
on the container, the following:

(i) name of products;
(ii) name and address of the

manufacturer or formulator or
the person in whose name the
pesticides is registered;

(iii) net contents:
(iv) date of manufacture;
(v) date of expiry;
(vi) date of text;
(vii) normal storage stability;
(viii) normaland percentage by weight

of other ingredients;

26. 8402.0000

8525.1000
8525.2000

Respective numbers

Steam and vapour generating boilers (other
than central heating hot water boilers
capable also of producing low pressure
steam) and super-heated water boilers.
Transmission apparatus whether or not
incorporating reception apparatus.
excluding fax machines.

T.V. transmission antenna system. field
pick-up units STL equipment. VHF set.
TV modulator and demodulaton video
projection systems and video switching
system.

(ix) warning or caution statements,
the required signal words which
as "out of reach of children"
"danger", "warning" or "caution
to avoid intoxication by skin
contact, inhalation of fumes.
vapours and dust. accidental
ingestion, protective clothing
and equipment. such as aprons
and masks and rubber or plastic
gloves and goggles should be
used while handling such items.
must appear on the front panel
of the label of such items;

(x) antidotes including direction to
call physician; and

(xi) directions for use which are
adequat to protect the public.

Importable subject to the prior approval of the Chief
Inspector of Boilers.

Importable by PTV. other concerned public sector
agencies, and companies having agreement with the
concerned Government agencies for suppiy of
cellular/mobile phone facility.
Importable by Pakistan Television Corporation only.

27.

28.
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S.No H.S.No. Commodity description Conditions
(1) (2) (3) (4)

~~~~__ i

8710.0000 Armoured security vans. Imoortable by banks and security companies subject ta

the following conditions, namely:

30. 9302.0090

31. 9303.2010
9303.2090
9303.3010
9303.3090

Revolvers and pistols other than those of
prohibited bores and of calibre higher than
0.46 inches bores.
Other firearms and devices which operate
by th^ firing of an explosive charge (for
example sporting shotguns and rifles.
muzzle loading firearrs. Very pistols and
other devices designed ta project only
signal flares pistols and revolvers for
firing blank arnunition, captive bolt
humane killers line throwing guns). other
than:

i) the vans shall not be transferable by sale or

otherwise except ta the agencies eligible ta

import such vans;

(ii) a certificate from the Provincial
Government shall be produced certifying
that the present van being used by the
company has been rendered unserviceable
and no more useable even ahter repairs;

(iii) the van shall be registered with the
Provincial Excise Departrent.

(ov) special number plate shall be allotted ta

such vans:

(v) district police authorities shall be informed
about the plying of such vans within their
jurisdiction; and

(vi) second hand security vans not older than
five years. can also be imported by banks
and security companies subject ta the
certification by an internationally
recognized surveyor covering age and
valuation of the vans.

Importable on production of Ministry Commerce
authorizato by the importer.

Authorization required form tne Ministry of
Commerce.

(i) amis of prohibited
bores:

(ii) semi-automatic rifles
of 7.62 mm, rifles of
8 mm and 9nu
bores; and

(iii) weapons of calibre
higher than 0.22 bore
rifles.

32. 9306.2190
9306.3011
9306.3021

Anmunition (for arms of non prohibited Authorization need from the Ministry of Commerce.
bores only).

33. 930S.2900
9305.9010
9305.9090

Barrel blanks for recoilless rifle, guns and
mortars and other parts and accessories of
arms.

Importable by the units under the Ministry of Industry
and Productior.

34. Respective numbers Ingredients for formulation of pesticides. Importable by the concerned industrial consumers.

dource: GUvemnent of Pakistan Import Yctîcy OrCer. 1994.

29.
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TableAIV.4
List of imported products that are subject to procedural requirements - fiscal year 1993/94

S. No Heading No Description Conditions

1. 2709.0000
2710.0010
2710.0020
2710.0030
2710.0040
2710.0050
2710.G060
2710.0070

2. 2710.0080
2710.0091
2710.0092
2710.0099

3. Respective
numbers

4. 3303.0000
3004.0000
ff0t.000
3006. 000
3006.3000

5. 4004.0011

Petroleum oils and oils obtained from
Bituminous minerals, crude and
processed.

Lubricating oils, mineraloils and
greases.

Pharmaceutical (allophatic) raw materials
in the form unprocessed ingredients
including Penicillin G,

Drugs and medicines (allopathic)

Waste and scrap in the form of uncut
tyres, tubes plates and sheets rubber
coated canvas and rubber belting.

Importable on the recommendation of Ministry of
Petroleum and Natural Resources. Department of
Petroleum and Energy Resourecs

Importable by the industrial consumers including
lubricant blending companies in accordance with the
specifications notified by the Ministry of Petroleum and
Natural Resources from time to time.

Import shall be allowed to pharmaceutical industries
holding valid pharmaceutical manufacturing licence
only. Import of Penicillin G shall be allowed to the
extent of 25 per cent of the quantity already purchased
by the importer from Daudkhel.

Import shall be pernissible strictly according to
Pakistan National Formulary published under the
Drugs Act. 1976.

Importable subject to the condition that tyres arecut
into pieces.

6. 4004.(019

7. 4802.520

Rubber scrap and cut tyres. tubes. plates Importable subject to the condition that these are cut
and sheets (other than hard rubber). into pieces.

Security Paper Importable on the recommendation of Security Printing
Corporation of Pakistan and Pakistan Security Papers.

8. 4905.0000

9. 7108.0000

Maps and hydrographic or similar charts
of all kinds including atlases. wail maps
topographical plans and globes printed.

Gold (including gold plated with
platinum) unwrought or in semi-
manufactred forms, or in powder form.

Importable subject to the condition that these define the
territories of Pakistan. the status of Jammu and
Kashmir and the status of the states junagarh,
Manavadcr and Mang-.ol in accordance with the maps
by the Department of Survey of Pakistan.

Importable subject te the procedure prescribed in
Appendix E.

Table AIV.4 Cont'd
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S. No Heading No Description Conditions

10. 8414.5100

il. Respective
numbers

12. 8701.9010

13. 8703.0000

14. 871 1.0000

15. 8801.0000
to
8805.000

16. 8901.0000

Table, floor. wall, window, ceiling or
trf fans, with a self-contained electric
motor of an output not exceeding 125W.

Specific requirements of Oil and Gas
Companies and Refineries, irrespective
of import status of individual items.

Large agriculture tractors.

Motor cars and other motor vehicles.
principally designed for the transport of
persons (other than those specified in
heading No. 87.02) including station
wagons and racing cars.

Three wheeler automotive rickshaws
with bodies only.

Aircraft. spacecraft. except aircraft
parts.

Second-hand ships for carrying cargo
and passengers. oil takers, and liquid
cargo carriers.

Fans above 88 W shall not be imported.

Importable on the recommendation of Ministry of
Petroleum and Natural Resources or Department of
Petroleum and Energy Resources (provided that the
material and equipment manufactured in Pakistan
which carry the certification of American Petroleum
Institute (API) shall not be allowed to be imported).

Tractors in CKD condition are importable only by the
recognized assemblers and prospective investors for
progressive manufacturing.

Importable in CKD condition only by the recognized
assemblers as per deletion programme approved by the
Ministry of Industries and Production for progressive
manufacturing.

Importable if fitted with 4 stroke engine.

Importable by the conceded public sector agencies.
private sector airlines, private flying clubs, charter and
aviation services and charitable foundations having
valid licences issued by the Ministry of Defence.

Importable subject to the condition that:

(i) the ship possesses Lleyds certification about
its sea worthiness; and

(ii) the importer shall provide indemnity bond to
the effect if such a ship is to be scrapped at
any time he shall report it to the concerned
Officer of Customs and pay all the import
duties and other charges before the ship is
condemned for scrapping.

Source: Government of Pakistan. Import Policy Order 1994.
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Table AV.1
Trade measures applied in Pakistan by ISIC category, 1993794
(Per cent)

ISIC No Simple MFN tariff
Code Descripton of average

lines Dispersion Std. dev. Non-tariff measures
_

I Agriculture. hun-ing , forestry &
fishing

111 Agricultural and livestock
products

live animals

Swine
milk. cream and honey
fresh or chilled vegetables

potatoes. fresh or chilled
edible fruit and nuts

beans
cerals
pepper
eilseeds

- Plant for perf. pharm. etc
wool

- raw furskins
12 Forestry and logging
12r1 Forestry
122 Logging
130 Fish and shellfish, live, fresh or

frozen
1301 Ocean and coastal fishing
1302 Fishing not elsewhere classified
2 Mining n quarryi-g
210 Coal
ru0 trCnide peoleum and natural gas

230 Metal ores
2301 Iron ores
2302 Non-ferrous ore mining
290 Other mining
2901 Stone quarrying, clay and sand

pits
2902 Chemical and fertilizer minerals
2903 Salt
2909 Mining and quarrying not

elscwherc classified
anufacturing cturt.
31 Food. beverages and tobacco

313 55.0

224 53.3

19 31.1

3
3

28

50.0
70.0
74.6

2 5.0
42 78.3

3
13
3

46
8
2
9

40
26
14
49

39
10

113
4
3

23
2

21
83
35

17

30

80.0
33.1
33.3
35.9
43.8
10.0
80.0
39.0
60.0
0.0

76.1

75.1
80.0
45.4
30.0
36.7

30.0
30.0
30.0
50.7
48.9

44.1
50.0
56.7

4834 56.4
452 66.7

0-80

0-83

10-50

50
70

0-80

0-10
30-80

80
0-50
0-50
10-80
10-89

1.0
80

0-go
0-80

10-80

10-80
80

0-80
30

10-50

30
30
30

0-80
30-50

1040
50

0-80

0-250
0-235

30.0

29.5

19.4 Irnport health and safety
requirements; export
prohibition

0.0 Import prohibition
0.0 Export control requirements
19.7 Export control requirements

(ex)
7.1 Import prohibition; (ex)
8.2 Export control

requirements;
0.0 Export prohibition
12.5 Export prohibition (ex)
18.9 Export prohibition
16.0 roExport pmhibition (ex)
13.3 Import prohibition (ex)
0.0 Export control requirements
0.0 Import prohibition

34.4
23.2
0.0
13.4

14.8
0.0
15.9
0.0

23.1

Import prohibition.

Import procedural
requirements.

0.0
0.0
0.0
15.0
4.7

19.4
0.0
18.3

27.0
25.3

Tabln AV.1 Cout'd



C/RM/S/50 Trade Policy Review Mechanism
Page 138

ISIC No Simple MFNtariff
Code Description of average

lines Dispersion Std. dev. Non-tariffmeasures
range

Food products

Meat products

Dairy products
Fruit and vegetables canning
Fish products
Vegetable and animal oils and fats

Grain mill products
Bakery products
Sugar and sugar products
Chocolate and sugar confectionery

363 66.4

77 67.1

24
86
60
45

40
9
8
14

61.7
71.6
77.8
56.7

57.5
80.0
33.8
56.4

0-80

0-80

10-80
0-80
10-80
30-80

30-80
80

1 Ç-80
50-80

23.1 Import health and safety
requirements; export control
requirements.

27.0 Export prohibition; import
prohibition.

27.5 Export prohibition.
24.6
10.4
18.6

17.1
0.0

24.2
12.8

Import prohibition.
Export prohibition; import
prohibition.
Exportprohibition.

312 Other food products
3121 Food products n.e.s.

3122 Animal feeds

72
56

62.8
69.3

!0-80
10-80

16 40.0 1-70

22.0
17.3 Export prohibition; export

control requirment:
21.9 Import health and safety

requirements; import
prohibition.

313
313!
3132
3133
3134
3140

Beverageq
Spirits and alcohol
Wines, childern. vermouths
Beer, malt liquors and malt
Soft drinks and mineral waters

Tobacco products

32 Textile, wearing apparel and
leather industries

321 Textiles
3211 Spinning. weaving. finmlising

textiles
3212 Made up textile goods
3213 Knitted fabrics and clothes
3214 Carpets and rugs
3215 Cordage. rope and twine
3219 Other textile products -laminated

and covered textile fabrics having
industial uses

322 Clothing
323 Leather and Ieather products
3231 Tanneries and leather finishing
3232 Fur dressing and dyeing

industries
3233 Leather products
332 Manuf. of furniture & fixtures

except of metal
34 Paper, paper products,printing

and publishing
341 Paper products

10

3

2
4
7

97.0
80.0
166.7
50.0
72.5
80.0

837 73.5

632
354

65
133
27
14
39

137
51
22
1 1

18
21

72.7
69.1

71.2
80.0
80.0
80.0
74.6

80.0
64.5
46.8
80.0

76.7
80.0

154 54.1

120 58.0

30-235
&0

30-235
50

50-80
80

0-80

0-80
10-80

0-80
80
80
80

50-80

80
30-80
30-80

'80

50-80
80

0-80

20-80

74.8
0.0

118.4
0.e
15.0
0.0

Import prohibition.
Import prohibition.
Import prohibition.

Import health and safety
requirements.

16.2

17.1 Import prohibition.
19.0 Import prohibition.

24.3
0.0
0.0
0.0
11.7

0.0
22.6
23.6
0.0

9.7
0.0

Import prohibition.
Import prohibition.
Import prohibition.

Import prohibition.

Import prohibition.

Export prohibition.
Import prohibition.

Export prohibition.

25.3

18.5
Table AV.1 Cont'd

311

3111

3112
3113
3114
3115

3116
3117
3118
3119
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ISIC No Simple MFN tariff
Code Description of average

lines Dispersion Std. dev. Non-tariff measure
range

3411 Manufacture of pulp, paper,
paperboard

3412 Manuf. of containers & boxes of
paper & board

3419 Manufacture of pulp. paper,
paperboard n.e.s.

342 Printing, publishing & allied
industries

35 Chemicals, petroleum, coal,
rubber. plastics

351 Industrial chemicals
3511 Manuf. of basic indus. chemicals

excl. fertilizer

3512 Manufacture of fertilizer &
pesticides

3513 Manuf. of resins, plastics &
man-made fibres

76 51.4 20-80

8 72.5 50-80

36 68.6

34 40.3

1056 43.1

670
520

36.8
32.4

33 7.6

30-80

0-80

0-80

0-80
10-80

0-70

117 64.5 30-80

17.3 Import procedural
requirements; export
prohibition.

13.9

15.1

38.3 Import procedural
requirements; export
prohibition

22.3

17.6
8.4 Importhealth and safety

requirements; export and
import prohibition.

20.3 Import health and safety
requirements.

15.9

352
3521

Other chemicals. incl. pharm.
Manufacture of paints. varnishes.
lacquers

3522 Manufacture of drugs and
medicines

3523 Manuf. of soap. cleaning agents,
perfumes etc.

3529 Manufacture of chemical products
n.e.s.

3t3 Petroleum refineries

354 Manuf. of niscel. petroleum &
coal products

355
3551
3559

Rubber products
Tyre and tube industries
Manufacture of rubber products
n.e.s.

356 Manufacture of plastic products
n.e.s.

36 Non-metallic mineral products
except of petrol and coal

361 Pottery and china
362 Manufacture of glass and glass

products
369 Other non-metallic mineral

products
3691 Manufacture of structural clay

products

257
18

48.5
66.1

84 22.3

0-80
30-80

0-80

36 65.3 10-80

119 59.3 1}0

24 52.5 0-70

14 42.1 30-80

61 70.3
18
43

60.0
74.7

30 74.3

175 67.3

17
62

73.5
68.4

96 65.4

1080
10-80
10-80

10-80

0-80

50-80
10-80

0-80

17 66.5 50-80

25.2
23.0 Import health and safety

requirements.
15.3 Import health and safety

requirements; import
procedural requirements;
import prohibition.

14.2 Import procedural
requirements; export control
requirements.

18.3 Import health and safety
requirements; export and
import prohibition.

'3.6 Import procedural
requirements.

18.9 Import procedural
requirements.

21.0
28.5
15.3

Import prohibition.
Import procedural
requirements.

16.1

21.0

11.7
20.3

22.6

15.0

Table AV.I Cont'd
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ISIC No Simple MFN tariff
Code Description of average

lines Dispersion Std. dey. Non-tariffmeasure
~~~~ ~ ~ ~~ ~~~~range_

3692 Manufacture of cerent, lime &
plaster

3é99 Manuf. of non-metallic mineral
products n.e.s.

37
371
372

Basic metal industries
Iron and steel basic industries
Non-ferrous metal basic industries

38 Fabricated metal products,
mach.& equipment

381
3811

Fabricated metal products
Manuf. of cutley, hand tools,
general hardware

3812 Manufacture of retal furniure
and fixtures

3813 Manufacture of structural metal
products

3819 Manufacture of fabricated metal
products n.e.s.

382 Non-electrical machinery ircl.
computers

3821 Manufacture of engines and
turbines

3822 Manuf. of agricultural machinery
and equipment

3823 Manuf. of metal & wood workiig
nachincry

3824 Manuf. of special industrial
mach. & equipment

3825 Manuf. office. computing,
accounting machinery

3829 Machinery & equipment exci.
electrical n.e.s.

3832 Manuf. of radio. T.V. &
communications cquip.

3833 Manuf. cf electrical appliances &
housewares

3839 Manuf of electrical apparatus &
supplies n.e.s.

384 Transport equipment
3841 Shipbuilding & repairing

8 18.8

71 70.4

412
220
192

54.2
61.5
45.9

1422 48.9

229
79

72.2
72.8

Il 73.6

26 53.1

113 76.1

542 57.8

12 34.2

16 27.5

0-50

10-80

0-80
10-80
0-80

0-250

10-80
10-80

10-80

30-80

30-80

0-90

30-80

0-90

120 21.5 10-80

150 32.8

35 38.6

209 46.8

111 52.3

0-80

1080

0-90

10-80

23 70 30-80

74 70.1

156
20

59.8
29.0

10.80

10-250
10-30

25.9 Export control
requirements.

17.3 Expcnt control
requirements; import
prohibition.

22.5
17.8
24.4 Import procedural

requirements.
30.6

16.0
13.5 Export control

requirements.
21.1

25.4 Import health and safety
requirements.

10.6 Exporn control
requirements.

25.1

14.4

28.9 Import procedural
requirements.

22 Export control
requirements.

19.1 Export prohibition; import
prohibition.

21.6

26.5 Iimport procedural
requirements; import health
and safety requirements;
export control
requiremrnts; export and
import prohibition.

27.8 Export prohibition; import
health and safety
requirements; inport
prohibition.

14.5 Export control
requirements.

16.2 Import health and safety
requirements. export
control requirements; export
prohibition.

45.8
4.5 Import procedural

requircnwnt.
Table AV.1 Cont'd
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ISIC No Simple MFN tariff
Code Description of averagelines Std. dev. Non-tariffmeasures

range
3842 Manufacture of railroad

equipment
3843 Manufacture of motor vehicles

3844 Manufacture of motorcycles and
bicycles

3845 Manufacture of aircraft

3849 Manufacture of transport
equipment n.e.s.

385 Professional and scientific
equipment

3851 Professional scientific &
measuring equip. n.e.s.

3852 Manufacture of photographic &
optical goods

3853 Manufacture of watches and
clocks

39 Other manufacturing industries
390 Other manufactured products
3901 Manufacture ofjewellery and

related articles
3902 Manufacture of musical

instruments
3903 Manufacture of sporting and

athletic goods

3909 Manufacturing industries n.e.s.

24 30.0 30 0.0

68 87.2 10-250

,7 79.4 70-90

21 21.9 20-30

6 48.5 10-90

226 38.4 10-80

100 23.1 10-80

69 45.1 1080

57 57.2 20-80

240
240
20

72.3
72.3
73.5

23 80.0

30 63.3

0-80
0-80

O80

52.5 Import procedural
requirements; import
restrictions; export control
requirements; import
prohibition.

9.0 Import procedural
requirements; export control
requirements.

4.0 Import procedural
requirements.

42.2 Import prohibition.

27.1

20.9 Import procedural
requirements.

23.3

26.3

18.2
18.2
20.6 Import prohibition.

80 0.0

10-80

167 72.8 10-80

29.0 Export control
requirements; import
prohibition.

16.0 import and export
prohibition.

(ex) Only a part of the item is affected.

Note: All imported goods in their original or unprocessed form are subject to export prohibition in Pakistan.

Source: GATT Secretariat calculations.


