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Table 1 Sources of competitive advantage and disadvantage, by selected sectors

Role of imported raw materials



Role of energy costs



Role of engineering and technical skills

Role of foreign investment



Domestic Logistics



Trade Financing



Trade Diplomacy Considerations

Trade Support Considerations



Investment Promotion



Table 2 Potential pathways for enhancing export potential







Figure 1 Pakistan's historical trade trends

Source: ITC TradeMap

Figure 2 Comparative trends in Export/GDP among South Asian countries (2004-2023)

Note: 2023 is the latest year available

Source: World Development Indicators. Retrieved https://data.worldbank.org/indicator/

NE.EXP.GNFS.ZS



Table 3 Top 10 exports (1993)

Table 4 Top 10 exports (2024)



Source: Based on data from ITC TradeMap



to promote export quantity but also to enhance export quality. Towards this 

end, we have conducted an analysis to identify products of greater economic 

complexity that might realistically be exported in greater quantities from 

Pakistan in the next fifteen to twenty years.



Table 5 Products with high Opportunity Gain scores

Source: Adapted from Top 50 Products Based on Strategy Approach accessed at: 

https://atlas.hks.harvard.edu/countries/586/product-table



Table 6 Products with low Opportunity Gain scores

Source: Adapted from Top 50 Products Based on Strategy Approach accessed at: 

https://atlas.hks.harvard.edu/countries/586/product-table

motorcycles and tractors (HS 87), plastic products (HS 39), rubber tires (HS 40) 

and cement (HS 25).

machinery(HS 84)

Table 7 Sectors featuring complex products



Sector highlights

Figure 3 Production Processes—Steel.

Source: PACRA (2024). Sector study: Steel



Given the difficult competitive environment, success in exporting has come 

largely from nimble entrepreneurship and marketing.





Box 1 Copper



Sector highlights

Table 8 Machinery Products

Source: Adapted from Top 50 Products Based on Strategy Approach accessed at: 

https://atlas.hks.harvard.edu/countries/586/product-table



appears that export success has largely been due to nimble entrepreneurship.  

Some entrepreneurs have worked out individual paths to foreign market 

discovery and export success.



Box 2 Refrigerators

14Sector highlights



Motorcycles (HS 8711)

Considerations related to export potential





Box 3 Motorcycle parts

Source: Stakeholder interviews



Tractors (HS 8701)

Sector highlights



Sector highlights



Table 9 Sector snapshot—Plastics

Source: PBIT (2020).



Figure 4 Overview of the plastic sector





Figure 5 Sector overview—Rubber tires

Source: PACRA Sector study: Tires (2024)







Table 10 Summary of sources of competitive advantages and disadvantage



Figure 6 Mapping export logistics

Source: World Bank (2010). Trade and Transport Facilitation Assessment: A Practical Toolkit 

for Country Implementation.





Figure 7 Time to trade, regional comparison

Source: WB (2020). Modernizing Trade Policy in Pakistan.

Table 11 Doing Business 2020: Regional comparison in Trading across Borders dimension



Source: World Bank (2020). Doing Business 2020. Latest year available. 

https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf

Table 12 Comparison of logistics performance vis-a-vis top competitors in shortlisted sectors, 2018

Note: Score ranges from 1 to 5, high=better. The rank is out of 160 countries. Pakistanz data was 

unavailable for 2023, therefore the latest year with all three countries has been taken, i.e. 2018.

Source: Raw data is from World Bank LPI. Retrieved from https://lpi.worldbank.org/2018

https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf
https://lpi.worldbank.org/2018






Table 13 Comparison of trade infrastructure

Source: Various.



Table 14 Regional economic carridors

Note: Specific start and finish dates for some projects are not available due to their ongoing

nature or varying timelines for individual components.



Box 4 Pakistan Single Window



1. Coordination and Governance

2. Regulatory Modernization



3. Infrastructure Development and Investment

3. Facilitation and Process Efficiency





Table 15 Current trade/export finance schemes in Pakistan

Data source: Various including SBP, MOC, SMEDA



Limitations of the EXIM Bank of Pakistan



Table 16 Coverage of export finance schemes, by sector

Source: SBP. Retrieved from https://www.sbp.org.pk/incen/index.asp.

Structural reasons for sectoral bias











Table 17 Market access in key markets: Tariff faced (%)& value of exports in 2023 for HS 3920: 
Plastics

Note: Tariffs are minimum rates applied by the importing country and are ad valorem equivalent. 
The number in brackets corresponds to the exports of the reporting country to the destination 
market. For Pakistan as reporter country, the top export destination and export value is also mentioned. 
Source: ITC TradeMap





Table 18 Market access in key markets: Tariff faced (%)& value of exports in 2023 ($) HS 4011: 
New pneumatic rubber tires

Note: Tariffs are minimum rates applied by the importing country and are ad valorem 
equivalent. The number in brackets corresponds to the exports of the reporting country to the 
destination market. For Pakistan as reporter country, the top export destination and export 
value is also mentioned. 

Source: ITC TradeMap



Table 19 Market access: Tariff faced (%)& exports in 2023($) HS 73: Articles of iron &steel

Note: Tariffs are minimum rates applied by the importing country and are ad valorem 
equivalent. The number in brackets corresponds to the exports of the reporting country to the 
destination market. For Pakistan as reporter country, the top export destination and export 
value is also mentioned. 

Source: ITC TradeMap



Table 20 Market access: Tariff faced (%) by exporting country & exports in 2023 ($) HS 84 
Machinery

Note: Tariffs are minimum rates applied by the importing country and are ad valorem 
equivalent. The number in brackets corresponds to the exports of the reporting country to the
destination market. For Pakistan as reporter country, the top export destination and export 
value is also mentioned. 

Source: ITC TradeMap



Table 21 Market access: Tariff faced (in %) by exporting country & exports 2023 ($): HS 8701 
Tractors

Note: Pakistan exports only HS 870193 (Tractors, of an engine power > 37 kW but <= 75 kW) to 
the EU 27, which imported $2.3 billion worth of this product in 2023. Tariffs are minimum rates 
applied by the importing country and are ad valorem equivalent. The number in brackets 
corresponds to the exports of the reporting country to the destination market. For Pakistan as 
reporter country, the top export destination and export value is also mentioned.

Source: ITC TradeMap



Table 22 Market access: Tariff faced (%) by exporting country & exports($) HS 871120: 
Motorcycles(70cc)

Note: Tariffs are minimum rates applied by the importing country and are ad valorem 
equivalent. The number in brackets corresponds to the exports of the reporting country to the 
destination market. For Pakistan as reporter country, the top export destination and export 
value is also mentioned. 

Source: ITC TradeMap









Figure 8 Key Export Incentive Schemes and Regulatory Mechanisms in Pakistan

Manufacturing
bond scheme

 Provides warehousing facility for duty-free import of inputs 

for subsequent export of value-added products (without 

payment of import duty, sales tax, FED, WHT on import of 

raw material)

Up to 40% of manufactured goods can be sold locally if they 

pay duties and taxes

Duty and tax 
remission for 

exports (DTRE)

 Refund of import duty, sales tax, FED, WHT on imported inputs

 Refund of import duty, sales tax, FED, WHT on local inputs

Refund of duties on taxable/excisable services like gas, 

electricity, diesel, furnace oil and coal



Export oriented
units (EOU)

 Custom-duty and tax-free import of raw materials

 Duty-free and tax-free import of P, M & E, capital goods & 

apparatus used to manufacture exports (sell at least 60% of 

annual production)

Regulatory Authority issues license to declare manufacturer-

cum-exporter as an EOU to avail benefits, subject to Analysis 

Certificate

Temporary
importation

scheme

 Exemption of duties and taxes for the import of accessories

used for manufacture of exportable goods.

Duty-free import of components and sub-components for 

assembly of surgical instruments meant for exports

Export 
processing 

zones

 Facilities to establish EOUs, upgrade tech & skills, attract FDI. 

 Duty- and tax-free import of machinery, equipment, materials. 

 Local sales of up to 20% are allowed.                              

Investors can use vendors in the tariff area

Statutory 
regulatory

orders
Various, sector-wise

Source: PBC (2022)

Trade Information 
Portal of 
Pakistan (TIPP)

Table 23 Trade facilitation portals of Pakistan

Pakistan Trade 
Facilitation Portal 
(PTFP)

Pakistan Trade 
Portal 

Pakistan Single 
Window (PSW)

Source: World Bank (2021). Pakistan Development Update. Reviving exports.





Box 5 BOI Reform: From Administrative Modernization to Strategic Transformation





Table 24 Trade promotion agencies at a glance: TDAP vs. Leading TPAs



Box 6 Reforming Trade Development Authority of Pakistan (TDAP)







High powered committees where trade/investment obstacles can be 

quickly identified and addressed

Stronger banking channels, possibility of trading in selected lines using 

local-currency settlement/swap arrangements with key trading partners.

Agreements on mutual recognition of standards

Alternative fora to discuss trade and commercial disputes. 

Connect with Customs and Border Control authorities in non-traditional 

export markets to reduce more cumbersome market access barriers and 

raise awareness among local exporters

I.

ii.

iii.

iv.

v.

India and China have routinely employed trade diplomacy to skillfully navigate 

regulatory landscapes or obtain simplified compliance procedures through an 

economic partnership arrangement to reduce the costs and time of trading 

across borders. Pakistan must do the same, while continuing to improve 

governance.

Apart from having fewer trade agreements than India and China, the quality of 

concessions secured by Pakistan has frequently favored the other party, focusing 

on securing concessions for low value-added current exports. Duty-free tariff lines



offered to Pakistan in many cases are predominantly those which Pakistan does  
70not export. Therefore, existing PTA and FTAs must be reviewed to identify 

weaknesses in negotiation. This would improve the scope and effectiveness of 

Pakistan's future trade agreements to allow Pakistan's firms favorable market 

access to enhance their relative export competitiveness. 

As Pakistan seeks to diversify its export base beyond traditional sectors, effective 

trade diplomacy is emerging as a critical enabler. With global trade increasingly 

influenced by geopolitics, tariff shifts, and new regional arrangements, proactive 

commercial engagement is required not only to negotiate market access but also 

to defend against discriminatory practices and to support firms in seizing new 

opportunities.

Pakistan's historical trade engagement has been limited in both capacity and 

strategic coherence. Trade agreements such as the noteworthy China–Pakistan 

Free Trade Agreement (CPFTA Phases I and II) have suffered from low utilization 

due to a narrow export base, weak supply-side readiness, and lack of institutional 

support for exporters navigating compliance regimes such as sanitary and 
71 phytosanitary (SPS) or technical barriers to trade (TBT). Moreover, Pakistan lacks 

a dedicated cadre of trained trade negotiators and commercial diplomats 
72embedded within a broader trade promotion ecosystem.

New challenges are also emerging. In response to US Section 232 and 301 tariffs, 

Pakistan's engagement has been minimal, missing the opportunity for 

countermeasures, joint action, or even exemptions. For example, Pakistan's key 

exports face growing risk of unilateral tariffs or “friend-shoring” strategies in key 

markets such as the US, where tariff hikes on Chinese goods are incentivizing near 

shoring to alternative partners like Vietnam, Mexico, or Bangladesh—countries 
73 with stronger trade diplomacy and coordination. Similarly, EU market access 

under the GSP+ regime could come under pressure if institutional mechanisms 
74are not strengthened to meet evolving compliance demands.

Based on stakeholder consultations and the tariff analysis conducted in this 

report, the following priority markets and sectors presented in the table below 

offer high potential for Pakistan's non-traditional exports.



Table 25 Strategic focus sectors for trade diplomacy

These target geographies and sectors have been selected based on observed 

trade volumes, tariff differentials, NTMs, and qualitative insights from exporters.

Countries like Vietnam, Colombia, and Türkiye have aggressively pursued trade 

diplomacy through:

Proactive negotiation of mutual recognition agreements (MRAs) on 

standards and conformity assessments.

Dedicated export promotion councils working in sync with trade 

missions and commercial attachés.

Private sector inclusion in setting trade negotiation mandates and 

identifying product-level market access issues.

Regional integration strategies, especially in ASEAN and Latin America, 

that go beyond tariff reductions to cover logistics, data standards, and 

investment protections.

Pakistan can adopt similar approaches by

Aligning trade diplomacy with sector priorities rather than broad-based 

concessions.

Establishing inter-ministerial trade negotiation units that include 

Ministry of Commerce, FBR, and private sector representatives.

Using trade agreements to unlock soft trade infrastructure such as:

Banking channels and local currency trade (already used with Iran)

E-invoicing and digital customs clearance

Mutual recognition of quality and compliance certificates

investment protocols (e.g. joint ventures in tire manufacturing)



In lieu of granular tariff-line analysis (outside this study's scope), Pakistan can 

consider the following negotiation pathways

Preferential Tariffs: Prioritize Africa, Latin America, and CARs for new 

PTAs, focusing on high-opportunity HS codes.

Mutual Recognition Agreements (MRAs): Especially with GCC, ASEAN 

and Africa to reduce conformity costs.

Local Currency Settlements: With Iran, China, CARs—to reduce dollar 

liquidity constraints.

Regional Integration Initiatives: Participate in observer roles in Africa 

Continental Free Trade Area (AfCFTA) and initiate bilateral commercial 

dialogues with MERCOSUR countries.

To address these gaps, the following set of trade diplomacy reforms are 

recommended:

1. Better coordination

Countries like Vietnam and Indonesia have benefited from a coordinated trade 
75 negotiation body that span several relevant ministries. This body should 

coordinate all trade agreements, with members from relevant ministries (e.g., 

Industries, Finance, Climate, Commerce), commercial sections abroad, and 

private sector representatives.

2. Develop Country-Focused Commercial Engagement Strategies

The Ministry of Commerce and its overseas missions should shift from generic 

trade promotion to targeted commercial strategies. These should align with 

national export priorities (e.g., engineering goods) and bilateral opportunities 

(e.g., Turkey, Central Asia, African markets). Dedicated country desks with 
76performance KPIs should be introduced.

3. Strengthen Capacity of Commercial Sections Abroad

The effectiveness of commercial attachés abroad should be enhanced through:

Specialized training in trade law, market research, and negotiation.

Increased performance oversight with metrics linked to trade outcomes.

Incentive alignment through rotations and posting criteria that prioritize 

expertise and sectoral focus.



4. Develop a Trade Disputes and Defense Unit

In light of growing protectionism, Pakistan should establish a WTO- and FTA-

specific Trade Disputes Unit with legal and technical capacity to respond to non-

tariff barriers (NTBs), antidumping actions, or safeguard measures. India and 

Indonesia have successfully deployed such units to challenge discriminatory 
77trade actions at the WTO.

5. Promote Mutual Recognition Agreements (MRAs) and Compliance 

Infrastructure

To boost non-traditional exports—especially engineering goods, plastics, and 

machinery—Pakistan must pursue MRAs with key markets to ensure its 

conformity assessment bodies are accepted. In parallel, domestic testing, 

certification, and accreditation capacity must be upgraded.

6. Proactively Shape New Trade Blocs and Regional Frameworks

Pakistan must assess entry strategies for new regional agreements such as the 

Regional Comprehensive Economic Partnership (RCEP) or the African 

Continental Free Trade Area (AfCFTA). For example, Central Asian and African 

markets offer considerable scope for engineering and machinery exports, but 

require tailored diplomatic strategies and commercial representation.

Accessing the African markets through the Look Africa Policy(see Box 5) 

introduced by the MoC in 2017 has been difficult as stakeholders underscore the 

strong first-mover advantage of India and China. India is the 3rd largest trading 

partner for Africa. In addition, India not only has preferential tariff access to African 

markets, but also strong local distribution and marketing channels. Similarly, 

while there are no Pakistani banks in the region, there are many Chinese and 

Indian banks. In addition, most big Indian brands have local offices, and as many 

as 32 trade agreements across the 54-country continent. 

This is a powerful reminder that trade agreements are not the only way to 

promote exports. To tap new markets in Africa and Central Asia would require 

some initial groundwork to lower transaction costs of trade that can be as simple 

as overcoming language barriers and removing overlapping taxation. The 

groundwork must begin early, in terms of aligning banking channels, identifying 

high-powered fora for dispute resolution, enforcing agreements on mutual 

recognition of standards, protection of intellectual property rights, data 

protection and electronic data exchange. It is helpful when non-tariff trade 

frictions have been minimized, prior to trade agreements. In addition, the 

government should implement trade facilitation measures with the relevant 



Customs and Border Control authorities in non-traditional export markets to 

reduce more cumbersome market access barriers. It can also organize sector- or 

product-specific trade missions for products in which Pakistan faces significant 

non-tariff barriers. 

Box 7 Look Africa Policy (2017)

Africa is a growing market of 54 countries, with a population of under 1.5 billion, 

and an average annual GDP growth rate in the range of 3% over the last 5 years. 

East Africa is the largest growing region, followed by West Africa. Growth in 

Ethiopia, Kenya, and Uganda over the next 10 years is forecast to be more than 

6%, indicating the potential of that market. Exports have hovered at $3-3.5 

billion over the last 5 years, but touched $4 billion in 2019-20.

The Look Africa policy focuses on 10 economies, namely Nigeria, Kenya, South 

Africa, Morocco, Senegal, Algeria, Egypt, Sudan, Tanzania, and Ethiopia. 

Engagement will be through PTAs with 3 African trading blocs

The Southern African Customs Union (SACU) : Botswana, South Africa, 

Namibia, Lesotho, Eswatini. 

The East African Community (EAC): Kenya, Uganda, Tanzania, South 

Sudan, Rwanda, and Burundi

The Economic Community of West African States (ECOWAS): Nigeria, 

Niger, Senegal, Togolese Republic, Sierra Leone, Benin, Burkina Faso, 

Cabo Verde, Côte d'Ivoire, Gambia, Ghana, Guinea, Guinea-Bissau, 

Liberia, and Mali

Trade facilitation measures include

1.

2.

3.

Granting accreditations, appointing trade development officers 

(TDOs) and opening six new commercial sections in Africa, including 

in Algeria, Egypt, Ethiopia, Senegal, the Sudan, and Tanzania

Organization of Look Africa trade forums in major cities in Pakistan 

to create awareness among the private sector players;

To initiate negotiations on bilateral and multilateral trade 

agreements for market access in Africa, formation of joint working 

groups on trade; 

Establishment of Africa Cell in the TDAP in Karachi;

Special facilitation for delegations to and from Africa;

Enhanced facilitation by the government for firms that participate in 

trade fairs in Africa;

Pakistan faces significant challenges in entering new export markets due to weak 



trade facilitation, poor logistics infrastructure, and limited financial support for 

non-traditional exports. While textiles and agricultural exports benefit from 

targeted financing, diversified industries (engineering goods, plastics, rubber, 

ferrous metals) struggle to access export incentives. Additionally, limited trade 

agreements and high tariffs affect access in Africa, Latin America and ASEAN 

countries. Non-tariff barriers restrict Pakistani exporters' market access in Europe 

and North America, where tariffs are otherwise lower. 

For Pakistan to improve export market access, it must invest in trade facilitation, 

streamline regulatory processes, and expand trade agreements. Expanding 

export credit support beyond textiles and agriculture, along with enhancing 

logistics and digital trade facilitation, would make entering global markets easier 

for Pakistani exporters.

Pakistan now faces the double challenge of expanding the quantity of exports 

while simultaneously enhancing quality through diversification. The objective of 

this report was to explore product categories that can enhance value addition in 

Pakistan's export basket.   This objective is consistent with the emphasis placed in 

the Strategic Trade Policy Framework (STPF) for 2020-2025 on export 

diversification as an objective and product sophistication as a path to this 

objective. The study has identified six non-traditional export sectors that are close 

enough to existing production capabilities, but provide a pathway towards 

stronger industry linkages, skills and learning for higher productivity in the future. 

The study then assessed the potential for firms to diversify into these more 

complex and non-traditional products along three metrics: export 

competitiveness, export readiness as well as their ability to enter global markets.

As a first step, we looked for empirical information on complex products since the 

literature indicates that the manufacturing and export of such products is 

associated with higher productivity. Relevant information is available in an 

international database called the Atlas of Economic Complexity (AEC).  We used 

the Pakistan part of this database to identify six sectors for further investigation 

(see Chapter 2).  These sectors are Iron and Steel, Machinery, Motorcycles and 

Tractors, Plastics, Rubber Tires, and Cement.  We then proceeded to get a deeper 

sense of export potential and challenges by interviewing prominent participants 

(firm owners, managers and technical personnel) in these sectors (as reported in 

Chapter 3).  We also reviewed the considerable secondary literature that now 

exists on more general aspects of trade performance such as issues pertaining to 

export readiness (logistics, infrastructure and financing) and to export market 

access (trade barriers, regulations and trade facilitation/diplomacy).  These 

broader aspects were covered in Chapters 4 and 5.



Each sector has some competitive advantages that have helped propel exports 

and some disadvantages that have constrained higher growth. Table 26  provides 

a summary.

Table 26 Sources of competitive advantage and disadvantage by sector

While there are some differences across sectors, nimble entrepreneurship has 

been critical for most.  Such entrepreneurship can be seen in the Machinery 

sector, for example, where successful exporters focus on narrow product lines 

such as wheel hubs for trucks or sugar cane crushing machines.  Pakistan is 

unable to compete in standardized products, which are dominated by India and 

China who benefit from scale economies available in their huge domestic 

markets. Some firms have found export success by identifying suitable areas 

through market research and intelligence operations, including by participating 

in trade fairs and exhibitions. Such operations can sometimes identify tariff and 

nontariff anomalies affecting competitors but beneficial for Pakistan. These 

anomalies will likely become more important in the next few years as the ongoing 

restructuring of US import tariffs plays out.  In addition, agility in marketing can be 

critical.  In the Iron and Steel and Plastics sectors, for example, some companies 

have opened offices in the US and Canada to build marketing relationships and 

procure orders as domestic companies.  At the same time, such entrepreneurship 

has had to struggle against two common constraints: the cost of key raw material 

imports and the cost of energy.  Skilled labor and foreign investment have not 

been uniformly important but may become so in the future.



The sources of advantage and disadvantage shown in  Table 26 are derived from 

interviews with participants in the selected sectors. In addition, relevant 

information is available through studies based on larger samples, though not for 

the specific sectors considered in this report.  For example, one study focused on 

four sectors (textiles, leather, agro-food and fisheries) finds that firms that invest in 

international certification expand exports faster than those that do not 

(Masakure, Henson and Cranfield, 2009).  The certification-exports connection 

has been confirmed in a more recent study (Wadho and Chaudhry, 2025) for the 

textile sector.  Another study (Alam, 2018) shows a positive impact on exports 

(measured as value of exports, number of exporters, and number of products per 

exporter) during 2003-1010 from Pakistan's participation in the South Asian Free 

Trade Area (SAFTA) and with China. For non-food items, studies also show that 

firms located in urban areas tend to export more than those in rural areas, 

indicating the importance of business clusters, skills availability, and 

infrastructure.

In the sections that follow, we review some of the critical determinants of export 

potential in more detail.

Four of the six sectors shown in the table suffer a competitive disadvantage in not 

having a local source of primary raw materials, especially in comparison with 

competitors such as China and India.  Without domestic steel making capability, 

all downstream industries must contend with the need to import steel billets, 

sheets and coils. In the machinery sector, imported compressors and heat pumps 

were reported to account for up to 85% of the cost of producing refrigerators and 

freezers. This leaves a small margin for adding local value. In the plastics sector, 

the lack of naphtha cracking facilities in the country compels producers to use 

imported raw materials which can account for up to 60% of total costs.  The export 

prospects of rubber tires are affected by the fact that 80% of raw materials (mostly 

natural and artificial rubber and carbon black) are imported. Imported raw 

materials become more of a constraint when the Pakistani rupee depreciates, 

which has happened steadily over many years, and more dramatically since 2020. 

Note, however, that local manufacturing of steel coils and bars and plastic 

granules would continue to face a disadvantage in raw materials costs since 

Pakistan does not have much local supply of iron ore or petroleum and these will 

continue to have to be imported.

Comparatively high energy costs (i.e., higher than those prevailing among 

competitors) have been a source of concern for each of the sectors considered in 

this report.  In recent years, such costs have risen for two main reasons.  First, there 

has been significant depreciation of the Pakistani rupee which has raised the



rupee cost of fuel.  Second, fiscal stress has led to higher taxes on energy, which 

has also raised the domestic cost of fuel.  Thus, the unit cost of electricity ($/kWh) 

faced by Pakistani manufacturers in FY24 was $0.15 compared with $0.10 in India 

and $0.09 in China, two big competitors in virtually every light manufacturing 

sector.

To achieve higher value added in exports requires moving into more complex 

goods which, in turn, requires a more technically oriented workforce.  This is what 

happened in the East Asian countries (like Korea, Taiwan, Singapore, China, 

Thailand and Malaysia) during the past six decades or so.  But it has not happened 

in Pakistan. In each sector considered, we were told that domestic engineering 

universities and technical training institutes were not producing skills at a scale 

and of a quality matching industry need. However, labor remains a small part (5-

10%) of the overall cost structure in these sectors and so the matter has not yet 

been elevated to a major competitive disadvantage.  

The role played by foreign investment in export expansion has varied from 

country to country over the last seventy years.  Korea relied mostly on licensing 

foreign technology rather than direct foreign investment.  But domestic 

companies were only given bank credit and access to foreign exchange if they 

proved their worth through export success.  Other countries, such as Malaysia and 

Singapore, allowed foreign investment to engage directly in exports and provided 

an economic, regulatory and legal environment which attracted many foreign 

companies. 

In Pakistan, foreign investment has played an import substituting role but not an 

export expanding role.  This has been the case, for example, for transport vehicles 

(such as motorcycles and automobiles), white goods (such as refrigerators and 

washing machines), and a great variety of consumer goods.  In most cases, the 

joint ventures (JVs) that were established did not allow the local partner to export 

at will, since the foreign partner did not wish to have such competition in its own 

export markets.  Over time, some JVs did allow limited exports to specific markets, 

such as motorcycles and tractors (and their parts) to Afghanistan and some 

countries in Africa. This also been the case for rubber tires where the JV partner 

has encouraged exports to some Latin American markets. In other cases, such as 

in the machinery sector, some domestic companies were able to purchase or 

lease technology licenses from foreign companies which allowed them to export 

directly.  So foreign investment can be both a facilitator and a constraint to 

exports, depending on the specific terms included in the JV and technology 

licensing contracts.



Table 27: Export potential by sector

Note: Trade data is extracted from ITC TradeMap, for 2024. Accurate as of September 2025. 

Several low-costand low-skilled countries have been able to expand 

manufacturing exports in recent years.  Examples include Cambodia and 

Vietnam which have succeeded in attracting foreign investment into relevant 

sectors.  Unfortunately, Pakistan has not been able to attract such investment into 

its export sector.  Indeed, it has not even been able to attract much domestic



investment. The domestic investment rate has fluctuated around 11% of GDP for 

the last two decades.  This may be due to issues such as physical security, 

governance, energy costs, credit availability, macroeconomic instability, logistics 

and other factors defining the local business climate.  Some of these issues, such 

as logistics and financing, were taken up in Chapter 4 to assess the state of export 

readiness across these sectors. Other issues that affect ease of market entry, such 

as improving access to foreign markets through trade diplomacy and support, 

were examined in Chapter 5.

Since exports tend to function on very narrow margins because of competition, 

even small additions to cost can prevent an export transaction from going 

through. Our consultations reveal that this is a key consideration for global 

sourcing managers and one reason why big global firms do not extend their 

procurement network to Pakistan: delays arising in Pakistan would compromise 

their global supply chain.  Pakistan was ranked 122 out of 160 countries in the 

Logistics Performance Index prepared by the World Bank in 2018.  Performance 

on customs (clearance times), tracking and tracing consignments, as well as 

trade- and transport-related infrastructure was particularly poor. Pakistan was 

unranked in 2023 while India secured a rank of 38 (out of 139 countries), an 

improvement of 6 places from its previous rank of 44 in 2018.  

While this is a broad comparative assessment, it points to the need for 

government agencies in Pakistan to investigate domestic logistics further to see 

where improvements can be made.  One area of potential improvement is 

transportation infrastructure, notably rail transport.  Rail is not a major conduit for 

inland cargo transport in Pakistan (only 2% of total cargo). The failure to maintain 

tracks and rolling stock led to the abandonment of rail and its replacement by 

road transport many years ago. The National Tariff and Logistics Policy that is 

expected to be implemented through the awaited National Transport Plan should 

address this critical bottleneck in the logistics chain. Another area needing 

improvement is port handling.  Pakistani seaports experience congestion due to 

limited handling capacities and inadequate connectivity to major highways. 

Operational efficiency is low, with a dwell time of 7 days, triple the time taken in 

East Asia. The foreign investment which has been announced in terms of 

automation, addition of more terminals as well as port management should be 

facilitated by the Board of Investment (BOI).

Pakistan also has strategic access to im portant international shipping routes 

through the Arabian Sea that could be proposed as a unique value proposition for 

potential investors. Improved regional connectivity, through initiatives like the 

China-Pakistan Economic Corridor (CPEC), Central Asia Regional Economic



Cooperation (CAREC), and agreements with neighbouring countries, could boost 

trade once fully operational. 

Trade financing

Industry representatives stressed two financial challenges faced by Pakistani 

exporters.  First, domestic banks are not providing adequate credit to exporters, 

and even less to small and medium exporters.  In part, the lack of credit to the 

private sector is due to the high fiscal demand of the public sector which borrows 

heavily from local banks. Where offered, the predominant form of export 

financing is lending to exporters on concessionary terms, via schemes operated 

largely by the State Bank of Pakistan. Such schemes are accessible to a range of 

sectors on paper, but the preference to lend to traditional industries like textiles 

and agriculture poses challenges for exporters in non-textile and non-food 

sectors. To foster diversification, it is crucial to ensure that financing facilities are 

equally accessible to all sectors, accompanied by clear guidelines and awareness 

initiatives to encourage broader participation. Strategic use of trade finance tools 

to promote exports is a notable feature in India and China. Other countries have 

changed their trade finance practice to reflect the worsening global trade 

environment, including risks arising from trade protectionism and security issues. 

To support the non-traditional export sectors of Pakistan, the government has 

been considering a menu of trade finance solutions. 

The second challenge is the inadequacy of Pakistan's banking relationships in 

several export markets; indeed, Pakistani banks have been retreating from some 

key markets in recent years. Habib Bank Limited and National Bank of Pakistan 

have shut down branches in some countries.  This has forced potential exporters 

to go through other intermediaries, a practice that raises costs.

As far as trade diplomacy is concerned, many of our interlocutors noted that their 

ability to export was constrained by the fact that, unlike India and China, Pakistan 

does not enjoy free or preferential trade agreements with many potential 

partners.  Even a small tariff can deter exports in such markets, especially when 

Pakistan is a late entrant relative to its more established competitors. For 

example, in ASEAN, China fares much better with duty-free access, followed by 

India (with a tariff rate that is almost 2-3 percentage points lower than Pakistan for 

all sectors). Accessing African markets has been difficult, notwithstanding the 

Look Africa Policy introduced by the Ministry of Commerce in 2017, as 

stakeholders underscore the strong first-mover advantage of India and China. A 

case in point—India is the 3rd largest trading partner for Africa and has almost 32 

agreements across the 54-country continent. 



We also note that, even in established traditional markets, the EU and US, where 

Pakistan enjoys preferential duty-free access (new rubber tires, plastic film, and 

motorcycles) not afforded to China (but sometimes to India, as in plastics and 

motorcycles), Pakistan has not been able to reliably convert access into significant 

export volumes. This may be due to non-tariff measures (NTMs) which are 

mandatory legal requirements, rules or regulations including technical measures 

and standards, as well as regulations on customs procedures and para-tariff 

measures. While these regulations are generally consistent across exporting 

countries, variations can occur based on bilateral trade agreements, compliance 

histories, and geopolitical factors. Overcoming NTMs barriers should be a focus of 

trade diplomacy, especially in facilitating compliance with standards.

Most manufactured exports need to meet certain technical and safety standards. 

Two issues often arise. One is that potential exporters may not be aware of such 

requirements in specific markets.  Indeed, our interlocutors felt that active 

governmental assistance was provided in India and China but not as much in 

Pakistan to help firms understand and meet foreign regulatory requirements, 

including subsidies for compliance-related expenses.  The second issue is 

alignment of domestic with foreign standards. In principle, Pakistan has a 

domestic certification system that could meet this need.  However, little effort has 

been made to align domestic standards with international ones so that domestic 

certification could be used.  Instead, potential exporters must acquire appropriate 

certifications through international sources that are more expensive. This is partly 

a technical problem and partly one of governance.  The technical side could be 

managed through the purchase of more sophisticated testing and inspection 

protocols, the establishment of more accredited laboratories, and negotiating 

bilateral standard alignment agreements.  The governance side is harder to 

manage as it involves the credibility of local public and private certification 

sources.

Pakistan must also negotiate bilaterally with trade partners on tariff and non-tariff 

issues. India and China have routinely employed trade diplomacy to skillfully 

navigate regulatory landscapes or obtain simplified compliance procedures 

through an economic partnership arrangement. Pakistan could establish high-

powered bilateral committees where trade/investment obstacles can be quickly 

identified and addressed, along with facilitating stronger banking channels, sign 

agreements for mutual recognition of standards, and develop alternative fora to 

discuss trade and commercial disputes.

The Trade Development Authority of Pakistan (TDAP) is the main export 

promotion and marketing agency in Pakistan. It has a limited role in providing 

trade/market intelligence (which ideally should be its only role) due to inadequate



funding and little in-house capacity. It mostly provides funds for participation in 

trade fairs (as cited by industry). Stakeholders believe that TDAP should instead 

provide support for market intelligence and entry strategies, although it is 

constrained by its limited capacity to provide marketing support. According to 

some, businesses in Pakistan do not have an “exporting mindset”. They are often 

unaware of how and where to sell products and there is no institutional support, 

especially for smaller and medium-sized exporters. They need help in identifying 

and contacting global purchasing managers. Currently, larger firms exhibit their 

products repeatedly to cultivate trust and build relationships with potential 

customers, with a handful eventually building overseas sales teams that market 

their products. 

Pakistan's export potential in non-traditional sectors remains untapped due in 

part to weaknesses in logistics performance, export financing, and institutional 

trade support. Despite signs of entrepreneurial agility and emerging export 

activity in sectors such as engineering goods, tires, plastics, and motorcycles, 

these gains remain isolated. To transform them into systemic export drivers, a 

coherent national export strategy—backed by logistical upgrades, facilitative 

regulation, targeted trade diplomacy, and better-aligned financial 

instruments—is essential.

The analysis revealed that improving export logistics and trade infrastructure 

would not only lower exporting costs but also attract foreign investment and 

facilitate Pakistan's entry into global value chains. Pakistan's current logistics 

costs are among the highest in the region, reducing the competitiveness of its 

exports by as much as 20% on traded value. Furthermore, inefficient customs and 

transport procedures undermine reliability, deterring foreign buyers and 

investors. Without urgent reforms—particularly in governance coordination and 

process efficiency—logistics will remain a key constraint to export growth.

Similarly, trade finance architecture must evolve to support product and market 

diversification. Currently, access to export finance is concentrated in traditional 

sectors like textiles. Yet, the most promising export sectors now lie in areas that do 

not meet the legacy risk assessment and eligibility models. Expanding export 

financing to support non-traditional sectors through receivables-based lending, 

insurance guarantees, and ring-fenced risk-sharing instruments would directly 

address this gap.

On market entry, the analysis of tariff differentials revealed that Pakistan enjoys 

some strategic advantages—particularly in the EU, Turkey, and the US—where 

GSP+ or MFN access provides a temporary edge over Indian and Chinese exports. 

However, Pakistan has not yet converted these into significant market share due



to underdeveloped trade support services and lack of commercial presence 

abroad. In many emerging markets such as Africa, Central Asia, and Latin America, 

Pakistan lags competitors in terms of both tariff concessions and trade diplomacy.

Expensive 
energy

Table 28: Potential pathways for enhancing export potential

Poor logistics
/ 
infrastructure

Inadequate 
export 
financing

Limited access 
to non-
traditional 
markets

Underutilized 
trade 
diplomacy

Inadequate 
trade support 

Weak 
compliance 
infrastructure

Based on the information collected for this report, indicative pathways to 

enhance the export potential of non-food, non-textile sectors are presented in 

Table 28. Note that several of the pathways noted in the table had also been 

identified in STPF (2020-25). This includes improving logistics, facilitating 

certification services, enhancing trade finance facilities and providing energy at 

regionally competitive prices to exporters.  This was to be expected, of course. 



Every time one collects data and opinions on the factors that constrain Pakistani 

exports, one is led to very similar results.  This suggests that relevant 

implementation mechanisms are not put in place after plans and policies are 

announced or that they fail to achieve significant results.  Even this 

implementation challenge is recognized in the STPF.

To conclude, Pakistan must move from reactive to strategic export development. 

This requires institutionalizing an ecosystem where investment promotion, trade 

diplomacy, logistics planning, and export finance are coordinated—not 

fragmented. The government's current reform initiatives provide a critical 

window to make these shifts and position Pakistan as a viable mid-tech, mid-cost 

exporter in the global economy.



Alam, S. (2018). Trade integration and Pakistan's export performance: Evidence 

from exporter dynamic database. International Journal of Development Issues, 

17(3).

Asian Development Bank (ADB). (2022). Road Transport in Pakistan: Sector 

Assessment, Strategy, and Road Map. [Manila: Asian Development Bank].

Bhatti, R. (2024). Rs539bn financing to be provided to export sector through 

SBP. Business Recorder. Retrieved from 

https://www.brecorder.com/news/40308211

Chen, S., Tsang, E. and Zhang, L. (2023).  Global supply chain interdependence 

and shock amplification – evidence from Covid lockdowns. 

https://thedocs.worldbank.org/en/doc/3e5537ac17a795823a3e3c46b12c0351-

0050022023/related/50-Global-supply-chain-interdependence-and-shock-

amplification-evidence-from-Covid-lockdowns.pdf  

EXIM Bank Pakistan. Retrieved from https://eximbank.gov.pk/export-import-

bank-of-pakistan-exim-bank-inaugurated-releases-first-trade-credit-insurance-

policies/

FBR. https://www.fbr.gov.pk/fbrs-ongoing-reforms-lead-to-huge-improvement-

in-trading-across-borders-index/152819

Harvard Atlas of Economic Complexity. Retrieved from 

https://atlas.cid.harvard.edu/rankings

Harvard Atlas of Economic Complexity. Ranking of countries based on how 

diversified and complex their export basket is. Retrieved from 

https://atlas.cid.harvard.edu/countries/168

Haseeb, Zainab (unknown). Mineral resources in Pakistan.

Accessed at https://www.paradigmshift.com.pk/mineral-resources-in-pakistan/

ITC (2023). National Export Strategy for Logistics 2023-27. Retrieved from 

https://tdap.gov.pk/wp-content/uploads/2022/08/Logistics-functional-strategy-

Pakistan-3_web.pdf

Linkedin. PSW. https://www.linkedin.com/posts/pakistan-single-

window_pakistan-ai-psw-activity-7194638173283508224-7R8N

MacMap. Regulatory requirements. Retrieved from 

https://www.macmap.org/en/query/regulatory-

requirement?rtype=I&level=6&reporter=276&partner=699&product=870192

Masakure, O., Henson, S. and Cranfield, J. (2009). Standards and export 

performance in developing countries: Evidence from Pakistan, The Journal of 

International Trade and Economic Development, 18(3).

https://www.brecorder.com/news/40308211
https://eximbank.gov.pk/export-import-bank-of-pakistan-exim-bank-inaugurated-releases-first-trade-credit-insurance-policies/
https://eximbank.gov.pk/export-import-bank-of-pakistan-exim-bank-inaugurated-releases-first-trade-credit-insurance-policies/
https://eximbank.gov.pk/export-import-bank-of-pakistan-exim-bank-inaugurated-releases-first-trade-credit-insurance-policies/
https://atlas.cid.harvard.edu/rankings
https://www.paradigmshift.com.pk/mineral-resources-in-pakistan/
https://www.macmap.org/en/query/regulatory-requirement?rtype=I&level=6&reporter=276&partner=699&product=870192
https://www.macmap.org/en/query/regulatory-requirement?rtype=I&level=6&reporter=276&partner=699&product=870192


Ministry of Commerce (2017). Look Africa Policy. Available from 

https://www.commerce.gov.pk/look-africa-policy/.

Ministry of Commerce and Textile, GoP. (2018). Trade-Related Investment Policy 

Framework 2015-23.

Ministry of Commerce. (2023). Logistics Functional Strategy: Enhancing Trade 

Competitiveness through Efficient Logistics in Pakistan. Government of 

Pakistan.

Ministry of Finance. Chapter 8. Trade and Payments. Retrieved from  

https://finance.gov.pk/survey/chapter_24/8_trade%20and%20payments.pdf

MOIP. (2021). Automotive Industry Development and Export Policy. Retrieved 

from 

https://moip.gov.pk/SiteImage/Policy/Auto%20Industry%20Development%20an

d%20Export%20Policy%202021-26.pdf

Mukhtar, N., Khan, U., Sheikh H. (2021). A health check for a better future: 

unleashing the potential of pharmaceuticals in Pakistan. Commissioned by 

PBC.

Nawaz, S. Junaid, N, Ahmed, I., and Saleemi, Z. (2020). Export Dynamics in the 

Cities of Pakistan: An Emphasis on Local Economic Development. PERI 

Publication No. 453.

NTC (2023), MOC. Trade Facilitation in Pakistan: Shipping and Logistics Sector. 

NTC Lecture Series Initiative. https://www.ntc.gov.pk/wp-

content/uploads/2024/03/Report-on-Trade-Facilitation-in-Pakistan_-Shipping-

and-Logistics-Sector-17-01-2024.pdf

OECD. Revenue Statistics Asia and Pacific. Retrieved 

from.https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-

issues/global-tax-revenues/revenue-statistics-asia-and-pacific-pakistan.pdf

PACRA (2024). Sector study: Steel. Retrieved from 

https://www.pacra.com/index.php/view/storage/app/Steel%20-

%20PACRA%20Research%20-%20Sep%2724_1725624982.pdf

PACRA (2024). Sector report on Machinery. Retrieved from 

https://www.pacra.com/view/storage/app/Machinery%20-

%20PACRA%20Research%20-%20Jan%2725_1735886694.pdf;  

PACRA. Tires. Retrieved from 

https://www.pacra.com/index.php/view/storage/app/PACRA%20Research%20-

%20Tyres%20-%20Oct%2724_1729509324.pdf

PACRA (2024). Cement. Retrieved from 

https://www.pacra.com/view/storage/app/Cement%20-

%20PACRA%20Research%20-%20Mar%2724_1711965357.pdf

Pakistan Single Window. Retrieved from https://www.psw.gov.pk/about

https://www.commerce.gov.pk/look-africa-policy/
https://finance.gov.pk/survey/chapter_24/8_trade%20and%20payments.pdf
https://moip.gov.pk/SiteImage/Policy/Auto%20Industry%20Development%20and%20Export%20Policy%202021-26.pdf
https://moip.gov.pk/SiteImage/Policy/Auto%20Industry%20Development%20and%20Export%20Policy%202021-26.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-tax-revenues/revenue-statistics-asia-and-pacific-pakistan.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-tax-revenues/revenue-statistics-asia-and-pacific-pakistan.pdf
https://www.pacra.com/index.php/view/storage/app/Steel%20-%20PACRA%20Research%20-%20Sep%2724_1725624982.pdf
https://www.pacra.com/index.php/view/storage/app/Steel%20-%20PACRA%20Research%20-%20Sep%2724_1725624982.pdf
https://www.pacra.com/view/storage/app/Machinery%20-%20PACRA%20Research%20-%20Jan%2725_1735886694.pdf
https://www.pacra.com/view/storage/app/Machinery%20-%20PACRA%20Research%20-%20Jan%2725_1735886694.pdf
https://www.pacra.com/index.php/view/storage/app/PACRA%20Research%20-%20Tyres%20-%20Oct%2724_1729509324.pdf
https://www.pacra.com/index.php/view/storage/app/PACRA%20Research%20-%20Tyres%20-%20Oct%2724_1729509324.pdf
https://www.pacra.com/view/storage/app/Cement%20-%20PACRA%20Research%20-%20Mar%2724_1711965357.pdf
https://www.pacra.com/view/storage/app/Cement%20-%20PACRA%20Research%20-%20Mar%2724_1711965357.pdf
https://www.psw.gov.pk/about


Pakistan Single Window. DRAP. Retrieved from https://www.psw.gov.pk/drap

Pakistan Business Council and CDPR (2024). Khan, U, Hussain, T., Salman, Z. 

Zaman, A, Aziz, H. Export Diversification into Non-Traditional Product 

Segments.

PBC (2025). Pakistan's Road Logistics Sector: Challenges, Opportunities, and 

Policy Response. Available at https://www.pbc.org.pk/wp-

content/uploads/Pakistans-Road-Logistics-Challenges-Opportunities-and-

Policy-Response.pdf

Pakistan Business Council (PBC). (2023). US Tariffs and Possible Response. 

Retrieved from: https://www.pbc.org.pk/wp-content/uploads/US-Tariffs-and-

Possible-Response.pdf

Pakistan Business Council (PBC). (2024). The Road Ahead: Opportunities in a 

Turkiye-Pakistan Free Trade Agreement. Retrieved from: 

https://www.pbc.org.pk/research/the-road-ahead-opportunities-in-a-turkiye-

pakistan-free-trade-agreement/

Pakistan Business Council (PBC). (2023). Pakistan's Trade with the European 

Union (EU) and Its Member States. Retrieved from: https://www.pbc.org.pk/wp-

content/uploads/Pakistans-Trade-with-The-European-Union-EU-and-Its-

Member-States.pdf

PBC (2023). Lessons from Trade Agreements. Retrieved from 

https://www.pbc.org.pk/research/lessons-from-the-trade-agreements/

Piracha, M. and Nabi, I. (2025). Development of a Holistic Strategy for the Export 

Development Fund (EDF). Report by Consortium for Development Research.

PRMI.   Retrieved from https://business.gov.pk/about-

prmi/#:~:text=Pakistan%20Regulatory%20Modernization%20Initiative%20(PRMI,

Minister%20on%20Commerce%20and%20Investment.

RSM Pakistan (2024). Budget Insight 2024-25: Road to Recovery. Retrieved from 

https://www.rsm.global/pakistan/sites/default/files/media/documents/RSM%20B

udget%20Insight%202024-25.pdf

SBP (2020). Plastics. Retrieved from 

https://www.sbp.org.pk/departments/ihfd/Sub-

Segment%20Booklets/Plastic%20Products.pdf

TDAP. Rubber products.  Retrieved from https://tdap.gov.pk/wp-

content/uploads/2022/01/Rubber.pdf

TDAP (2022). Mines and Minerals Report: Current Situation and Future 

Prospects of Raw Copper in Pakistan. Retrieved from 

https://tdap.techsofting.com/wp-content/uploads/2023/11/Current-Situation-

and-Future-Prospects-of-Raw-Copper-in-Pakistan.pdf

TDAP (2022). Export Facilitation Scheme. Retrieved from 

https://tdap.gov.pk/wp-content/uploads/2022/04/Export-Facilitation-Scheme-

EFS-2021-final-1.pdf

https://www.psw.gov.pk/drap
https://www.pbc.org.pk/wp-content/uploads/Pakistans-Road-Logistics-Challenges-Opportunities-and-Policy-Response.pdf
https://www.pbc.org.pk/wp-content/uploads/Pakistans-Road-Logistics-Challenges-Opportunities-and-Policy-Response.pdf
https://www.pbc.org.pk/wp-content/uploads/Pakistans-Road-Logistics-Challenges-Opportunities-and-Policy-Response.pdf
https://www.pbc.org.pk/wp-content/uploads/US-Tariffs-and-Possible-Response.pdf?utm_source=chatgpt.com
https://www.pbc.org.pk/wp-content/uploads/US-Tariffs-and-Possible-Response.pdf?utm_source=chatgpt.com
https://www.pbc.org.pk/research/the-road-ahead-opportunities-in-a-turkiye-pakistan-free-trade-agreement/?utm_source=chatgpt.com
https://www.pbc.org.pk/research/the-road-ahead-opportunities-in-a-turkiye-pakistan-free-trade-agreement/?utm_source=chatgpt.com
https://www.pbc.org.pk/wp-content/uploads/Pakistans-Trade-with-The-European-Union-EU-and-Its-Member-States.pdf?utm_source=chatgpt.com
https://www.pbc.org.pk/wp-content/uploads/Pakistans-Trade-with-The-European-Union-EU-and-Its-Member-States.pdf?utm_source=chatgpt.com
https://www.pbc.org.pk/wp-content/uploads/Pakistans-Trade-with-The-European-Union-EU-and-Its-Member-States.pdf?utm_source=chatgpt.com
https://www.pbc.org.pk/research/lessons-from-the-trade-agreements/
https://www.rsm.global/pakistan/sites/default/files/media/documents/RSM%20Budget%20Insight%202024-25.pdf
https://www.rsm.global/pakistan/sites/default/files/media/documents/RSM%20Budget%20Insight%202024-25.pdf
https://www.sbp.org.pk/departments/ihfd/Sub-Segment%20Booklets/Plastic%20Products.pdf
https://www.sbp.org.pk/departments/ihfd/Sub-Segment%20Booklets/Plastic%20Products.pdf
https://tdap.gov.pk/wp-content/uploads/2022/01/Rubber.pdf
https://tdap.gov.pk/wp-content/uploads/2022/01/Rubber.pdf
https://tdap.techsofting.com/wp-content/uploads/2023/11/Current-Situation-and-Future-Prospects-of-Raw-Copper-in-Pakistan.pdf
https://tdap.techsofting.com/wp-content/uploads/2023/11/Current-Situation-and-Future-Prospects-of-Raw-Copper-in-Pakistan.pdf


TDAP. (2023). Final trade perspective. Retrieved from https://tdap.gov.pk/wp-

content/uploads/2023/03/final-Pakistan-Trade-Perspective-Oct-Dec-2022-

23.docx

TDAP (2022). Pakistan Trade Prospective. Annual Trade Review. Retrieved from 

https://tdap.gov.pk/wp-content/uploads/2022/12/Annual-trade-review-11-

December-2022.pdf

Tribune. https://tribune.com.pk/story/2471551/pm-greenlights-enactment-of-

asaan-karobar-act

Wadho, W. and Chaudhry, A. (2025). Unlocking Global Markets: The Impact of 

International Standards Certification on Pakistani Firms' Export Performance. 

Working Paper, Lahore School of Economics.

Ul Haque, N. and Anwar, S. (2023). Transport and Logistics. PIDE Report. 

https://file.pide.org.pk/pdfpideresearch/rr-transports-and-logistics.pdf

Wadho, W. and Chaudhry, A. CDPR and IGC. Innovation in the Textile Sector of 

Pakistan (2018). Retrieved from https://cdpr.org.pk/wp-

content/uploads/2020/03/Innovation-in-the-Textile-Sector-of-Pakistan-1.pdf

World Bank (2024). Country Partnership Framework—Pakistan.

World Economic Forum (2019). Global Competitiveness Index. Data from 

https://prosperitydata360.worldbank.org/en/dataset/WEF+GCI

World Bank (2020). Doing Business 2020: Comparing Business Regulation in 

190 Economies

P.4.  

https://documents1.worldbank.org/curated/en/688761571934946384/pdf/Doing-

Business-2020-Comparing-Business-Regulation-in-190-Economies.pdf

World Bank (2020). Doing Business 2020. Retrieved from 

https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan

/PAK.pdf

World Bank (2024). Business Ready.  Retrieved from 

https://www.worldbank.org/en/businessready/economy/pakistan

World Bank (2020). Modernizing Trade Policy in Pakistan. Retrieved from 

https://documents1.worldbank.org/curated/en/855261578376618421/pdf/Moderni

zing-Trade-in-Pakistan-A-Policy-Roadmap.pdf

World Bank (2020). Doing Business 2020. Retrieved from 

https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan

/PAK.pdf

World Bank (2018). A Glass Half Full: The Promise of Regional Trade in South 

Asia Retrieved from 

https://pubdocs.worldbank.org/en/362241549390789705/Country-One-Pagers-A-

Glass-Half-Full.pdf

WTO (2019). A Practical Guide to the Economic Analysis of Non-Tariff Measures. 

Retrieved from 

https://tdap.gov.pk/wp-content/uploads/2023/03/final-Pakistan-Trade-Perspective-Oct-Dec-2022-23.docx
https://tdap.gov.pk/wp-content/uploads/2023/03/final-Pakistan-Trade-Perspective-Oct-Dec-2022-23.docx
https://tdap.gov.pk/wp-content/uploads/2023/03/final-Pakistan-Trade-Perspective-Oct-Dec-2022-23.docx
https://tribune.com.pk/story/2471551/pm-greenlights-enactment-of-asaan-karobar-act
https://tribune.com.pk/story/2471551/pm-greenlights-enactment-of-asaan-karobar-act
https://prosperitydata360.worldbank.org/en/dataset/WEF+GCI
https://documents1.worldbank.org/curated/en/688761571934946384/pdf/Doing-Business-2020-Comparing-Business-Regulation-in-190-Economies.pdf
https://documents1.worldbank.org/curated/en/688761571934946384/pdf/Doing-Business-2020-Comparing-Business-Regulation-in-190-Economies.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf
https://www.worldbank.org/en/businessready/economy/pakistan
https://documents1.worldbank.org/curated/en/855261578376618421/pdf/Modernizing-Trade-in-Pakistan-A-Policy-Roadmap.pdf
https://documents1.worldbank.org/curated/en/855261578376618421/pdf/Modernizing-Trade-in-Pakistan-A-Policy-Roadmap.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf
https://pubdocs.worldbank.org/en/362241549390789705/Country-One-Pagers-A-Glass-Half-Full.pdf
https://pubdocs.worldbank.org/en/362241549390789705/Country-One-Pagers-A-Glass-Half-Full.pdf


https://www.wto.org/english/res_e/booksp_e/non_tariff_measures_e.pdf

WTO. Regional Trade Agreements Database. Accurate as of 19th March 2025

World Bank (2021). Pakistan Development Update. Reviving exports. Retrieved 

from 

https://thedocs.worldbank.org/en/doc/4fe3cf6ba63e2d9af67a7890d018a59b-

0310062021/original/PDU-Oct-2021-Final-Public.pdf

World Bank. Our World in Data. Retrieved from 

https://ourworldindata.org/grapher/merchandise-exports-gdp-

cepii?country=PAK~BGD~IND~IDN~Lower-middle+income~MYS~VNM

WTO.(2022) Pakistan Trade Policy Review. Retrieved from   

https://www.wto.org/english/tratop_e/tpr_e/s424_e.pdf

Zaraye. Polymer exports. https://www.zaraye.co/polymer-exports-five-years-

trend?form=MG0AV3

https://www.wto.org/english/res_e/booksp_e/non_tariff_measures_e.pdf
https://thedocs.worldbank.org/en/doc/4fe3cf6ba63e2d9af67a7890d018a59b-0310062021/original/PDU-Oct-2021-Final-Public.pdf
https://thedocs.worldbank.org/en/doc/4fe3cf6ba63e2d9af67a7890d018a59b-0310062021/original/PDU-Oct-2021-Final-Public.pdf


1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

Table A1.1 Stakeholder details

Ittefaq Steel

Ravi Autos Sheikhupura Pvt. Ltd.

Dawlance

Atlas Honda

United Motorcycle

Nova Mobility 

Novatex Ltd

Millat Tractors Ltd.

Tri-Pack Ltd.

PAAPAAM/RK Gears Pvt. Ltd.

Qadri Engineering 

Mughal Steel

Maple Leaf Cement

Thermosole Industries Pvt. Ltd.

Airlink Communications

Dartways (SMC-Pvt) Ltd.

Servis Tyres

SPEL – Synthetic Products Enterprise 
Limited.

Yaqin Steels Ltd.

Iron and Steel

Machinery

Machinery

Motorcycles and Tractors

Motorcycles and Tractors

Motorcycles and Tractors

Plastics

Motorcycles and Tractors

Plastics

Machinery

Machinery

Iron and Steel

Cement

Plastics

Mobile Phones

Trade Consultancy

Ruber Tires

Plastics

Iron and Steel



The AIDEP sets production capacity targets, that amounted to 7 million 2-

wheelers and 100,000 tractors per annum by June 2026. To promote exports, 

AIDEP 2021-26 suggests that local partners renegotiate restrictions imposed by 

their OEM principals on exporting auto parts and vehicles from Pakistan, such 

that by 2026 mandatory exports from Pakistan would amount to 10% of Cost & 

Freight (C&F) value of total imports by the OEM through their global supply chains 

or global distribution channels/networks. While the numbers are indicative, the 

intent is clear—to encourage exports from Pakistan to target markets. The 

following have been proposed as incentives:

For each vehicle exported, duty-free import of an appropriate number of 

CKD kits will be considered in the next consignment through PSW

Import of all locally manufactured raw materials/components may be 

allowed under SRO. 655(I)/2006 & SRO.656(I)/2006 at 0% CD for export 

purposes 

Allowing payment of DLTL at enhanced rate on export of motorcycles, 

rickshaws, tractors, cars, and auto parts 

Specialized Temporary Economic Refinance Facility (TERF) may be 

designed / announced for capacity enhancement and modernization of 

auto manufacturers/exporting companies.

Import of vintage cars, refurbishment & exports may be allowed duty free. 

The existing policy by Ministry of Commerce may be reviewed for Ease of 

Doing Business in consultation with Vintage Car Association. 

OEMs/vehicle manufacturers will be facilitated for local manufacturing of 

left-hand vehicles for export purposes only

The government recently signed the UNECE WP-29 that harmonizes vehicle 

regulations (international vehicle safety standards), which could help open new 

export markets, as most local players already meet the strict standards of their 

principals. Additionally, to promote exports, the AIDEP recommends trade 

agreements with Africa, Turkey, Iran, Bangladesh, Sri Lanka and Latin America, 

but there has been little progress to that end.

As with all policies, implementation of the AIDEP 2021-26 is mired with budgetary 

issues, as there is limited fiscal space for the proposed incentives. At the same 

time, the local industry has not been able to meet the export or localization 

targets, citing high production costs, depressed demand due to inflation and 

global uncertainty (and requested a 24-month extension). The Auto Industry 

Development and Export Committee (AIDEC) under the Engineering 

Development Board will review and monitor policy objectives and provide 

technical assistance when requested by the EDB/MOIP.



offers significant incentives for both manufacturers and consumers, including 

reduced import duties on EV components and lower sales tax on locally 

manufactured EVs with battery packs below 50 kWh. This creates a favorable 

environment for the development and sale of electric vehicles in Pakistan. As 

awareness of environmental issues increases, there is growing consumer interest 

in sustainable and eco-friendly transportation options. This trend is expected to 

drive demand for electric and hybrid vehicles.

localization, as outlined in policies like the Automotive Development Policy (ADP) 

2016-2021 and Automobile Industry Development and Export Policy (AIDEP) 2021-

2026, presents opportunities for local component manufacturers. The AIDEP has 

set a target of 100% localization of motorcycle parts and 75% of car parts by 2026. 

By increasing the production of locally manufactured parts, companies can 

reduce costs and reliance on imports. Similarly, this could limit the dominance of 

used auto parts in the after-sale market, currently imported illegally under the 

garb of “scrap”. The establishment of SEZs under the China-Pakistan Economic 

Corridor (CPEC) provides infrastructure and tax incentives that attract investment 

in local automotive manufacturing, particularly for parts and components. 

However, 75% of total costs of automotive parts consist of raw material imports of 
80Aluminum, Polypropylene, PVC and HRC.  The sector consists of a large number 

of fragmented players, including 2,000 Automotive Parts vendors. Almost 400 

vendors are Tier-1 firms that produce according to high and strict global 
81regulatory standards and supply OEM markets.

Dating back to 2006, local manufacture of automobiles, parts and accessories has 

been subject to various SROs to encourage in-house production facilities.

SRO.656(I)/2006 –which authorizes assemblers/ OEMs import of CKD at 

concessionary duty.

SRO.655(I)/2006 – allows vendors/ part manufacturers concessionary 

import of inputs.

SRO.693(I)/2006 – list of localized auto-parts on import of which 

assemblers have to pay additional duty.

SRO 693(I)/2006 lists the localized parts for various automobiles, which are subject 

to additional duty if imported. This protection is granted as long as local value 

addition is 30% for parts manufactured under SRO.655(I)/2006 (excluding engine,



 gear box and transmission parts). Components or sub-assemblies with less than 

30% local value addition are ineligible for concessions.  By 2026, the motorcycles 

and agricultural tractors segments will be phased into the normal tariff regime, 
82after consultation with relevant manufacturers.  Additional incentives provided 

by the AIDP within the new product category for tractors and higher engine 

capacity motorcycles (more than 125cc) are listed in Table A2.1.

Table A2.1: AIDP incentives for new product categories (2-wheelers and tractors)

Note: The standard customs duty rates are typically 30% for non-localized parts and 46% for 

localized parts. The incentives above offer significant reductions to encourage local 

manufacturing.  Source: AIDP 2021-26.

Duties on imports under SRO.655(I)/2006 shall be rationalized to 

promote local manufacturing

Depending upon fiscal space available to the government of Pakistan, 

tax credit equal to investment for setting up in-house Design Shops, 

Testing Laboratories, Certification, Service Centers, R&D support 

centers, etc. will be allowed. 

Similarly, credits are also proposed for development of local designs, 

manufacturing tooling, molds & dies for local manufacturing of parts, 

products and vehicles

Depending upon fiscal space available to the government of Pakistan, 

taxes and duties on import of machinery equipment, testing 

equipment, other design equipment & software, 3-D Printers, 

calibration equipment etc. shall be rationalized to promote local 

manufacturing and quality control.

I.

ii.

iii.

iv.

Other incentives for the local manufacturing of parts and components include



Federal policies such as the Strategic Trade Policy Framework (STPF 2020-25) and 

the Trade-Related Investment Policy Framework 2018-23 (the supportive 

framework for the STPF 2020-25) shape the contours of the existing trade 

ecosystem of Pakistan. As such, they also play a role in trade facilitation.

83The Strategic Trade Policy Framework (STPF 2020-2025)  aimed to enhance 

export competitiveness and facilitate trade through four enabling pillars. Those 

pillars are Competitiveness Enhancement, Trade Related Investments, 

Integration into Global Value Chains, and Export Eco-System. The STPF 2020-25 

laid out critical intervention areas for the sector under each of these pillars, along 

with the specific implementing bodies/departments. The National Export 

Development Board (headed by the Prime Minister) is monitoring the 

implementation of the STPF 2020-25. The interventions identified are funded by 

Export Development Fund (EDF), Public Sector Development Program (PSDP) 

and Public-Private Partnership mode. 

The salient features of STPF included:

Rendering exports, a national priority and primary driver of economic 

growth

Collaborative efforts engaging relevant ministries, departments, and 

private sectors

Strategic interventions in priority sectors under the 'Make in Pakistan' 

initiative

Alignment with macro-economic frameworks and national policies

84The Trade-Related Investment Policy Framework 2015-23 (TRIPF 2015-23)  was 

developed concurrently with the STPF to formulate a unified direction for national 

trade and investment policies that could attract export-oriented investment in 

these 20 sectors. This policy provided a more detailed vision for which sub-sectors 

to target within the sectors prioritized by the STPF 2020-25.

The Trade-Related Investment Policy Framework 2015-23 identified potential 

activities within the 20 priority sectors of the STPF 2020-25 (see Table 27). The 

primary criterion was ensuring production to meet local demand while 

diversifying into value-added activities for Pakistan that could aid its transition 

into lucrative global value chains. Three factors were considered to identify the 

sub-sectors/products to promote for trade related investment, including:



Ease of diversification: how close existing sectors are to the “new” sector, 

i.e., if the current sectoral capacity encompassing inputs, skills, knowledge, 

and experience can reasonably assist firms to diversify into new sectors

Economic complexity: the degree of value-addition in the “new” sector, as 
85 “complex” products have high premiums

Domestic and global demand: scope for economies of scale and 

competitive import substitution 

Table A3.1 Selected sectors/segments in Trade-Related Investment Policy Framework 2015-23

Source: Ministry of Commerce and Textile, GoP. (2018).

Incentives such as land allocation in economic and export processing zones, duty 

free machinery import, subsidies in utilities and tariff protection were proposed. 

However, a review of the federal investment policy reveals little complementarity 

with TRIPF, and sometimes, even with STPF. The TRIPF was a well-intentioned 

policy framework, but despite the policy's focus on diversification, textiles 

continued to dominate Pakistan's export profile, accounting for over 60% of total 

exports, even in FY 24. The incentives did not effectively translate into significant 

growth in other sectors like engineering, chemicals, or high-value agriculture for 

several reasons, including lack of institutional coordination for implementation. 

There was no focus on policies to promote innovation and R&D investment, 

squandering an opportunity to focus on technology-driven industries like 

renewable energy, pharmaceuticals, and medical devices. Implementation of 

incentives was slow, especially in the rollout of infrastructure projects in SEZs. 

Issues of compliances were largely ignored, which are critical for SMEs, who were 

incidentally not adequately supported under the policy framework of the TRIPF.



The National Tariff Policy 2019-24 (NTP) was a welcome but timid first step in 

undertaking trade-related structural reforms in Pakistan. Reclaiming tariff policy 

setting from the FBR, the National Tariff Policy of the Ministry of Commerce 

marked a change, on paper at least, to rethink tariffs as a lever of trade, 

industrialization and investment rather than a tool for revenue collection. The NTP 

recognized the anti-export bias of the existing tariff structure. NTP sought to 

promote trade through cascading tariffs, encourage competitive import 

substitution and provide strategic sectoral support through time-bound 

protection. These recommendations were not accompanied by a subsequent 

implementation plan or time frame, nor were they embedded in the overall trade 

and investment policies of the country. More critically, these recommendations 

were not in line with the policies of countries (East Asia) that have successfully 
86 used tariffs as a trade promotion tool.  The upcoming National Tariff Policy 2025-

8730 is said to focus on

Reforming the Regulatory Duty Regime

Targeted Import Substitution

Sectoral Tariff Adjustments

Tariff Incentives for Infant, Nascent, and Green Industries

I.

II.

III.

IV.

The National Tariff Commission would do better to commit to its core functions, 

i.e., a transparent and rationalized tariff structure with low average tariffs, minimal 

dispersion and less discretion to provide a level playing field for all firms, rather 

than provide tariff incentives that would have distortionary impacts on the 

economy. 



The horizontal constraints to overall readiness of firms to export from Pakistan are 

captured by various globally computed indices. The Global Competitiveness 

Index (GCI) is calculated by the World Economic Forum and analyses 

competitiveness along 12 pillars: institutions, infrastructure, macroeconomic 

environment, health and primary education, higher education and training, 

goods market efficiency, labor market efficiency, financial market development, 

technological readiness, market size, business sophistication and innovation. 

Over 2008 to 2019 (the latest year available), Pakistan slipped from 101 to 110th 

place out of 141 countries. Pakistan's declining competitiveness over time has 

contributed to its weak trade performance. In the latest Global Competitiveness 

Index (GCI 2019), Pakistan ranked 110th out of 141 countries (Figure 2). It declined 

three places from 2018, performing particularly poorly on ICT adoption (ranked 

127th), product market (ranked 122nd) and the labor market (where it ranks 121st). 

Pakistan remains in the lowest quartile of countries in terms of competitiveness.

Figure A4.1 Pakistan's ranking on the Global Competitiveness Index, 2008-2019

Note: Ranking is out of 141 countries

Source: World Economic Forum (2019). Global Competitiveness Index. Data from 

https://prosperitydata360.worldbank.org/en/dataset/WEF+GCI

https://prosperitydata360.worldbank.org/en/dataset/WEF+GCI


Another indicator of export readiness is the ability to take advantage of global 
89 opportunities, which is estimated using the Economic Complexity Index (ECI).

Economic complexity quantifies the amount of knowledge stock in an economy 

based on its product offerings for the local and more importantly, global markets. 

It is measured by both the range and uniqueness of products offerings. As per the 

most recent ECI, Pakistan ranks 94th out of 133 countries in terms of the 

complexity of products it exports. In the last 10 years, Pakistan has fallen 4 

positions, indicating that its exports have become relatively less complex in an 

increasingly complex world. This shows that Pakistan has been unable to diversify 

its exports, particularly in making products that add value and are unique. Its top 

products continue to be restricted to textiles and agriculture products, which are 

low complexity products. It is instructive to look at Pakistan and Vietnam since 

1995. Pakistan was performing slightly better than Vietnam in 1995 (102nd vs 

107th), but Vietnam managed to raise its Economic Complexity of ranking from 

107 to 61 by 2021 (Figure 3). India and China are ranked 42nd and 18th respectively.

Figure A4.2 Increasing economic complexity of our competitors: 1995-2021

Note: Rank out of 127 countries, a higher rank is better. 

Source: Harvard Atlas of Economic Complexity. https://atlas.cid.harvard.edu/rankings.



Vietnam offers many lessons for Pakistan, especially the benefits of global 

economic integration through trade. Vietnam was able to improve firm 

productivity and complexity of exports by openness to trade. There is considerable 

evidence to support the idea that exports lead to productivity growth and vice 
90 versa. But the ability to export is not only determined by internal firm 

characteristics, but also on the overall business environment of a country. Firms' 

growth can be constrained by distortions in the business environment in which 

they operate. Cumbersome processes and opaque procedures as well as lack of 

enabling infrastructure or policies can lower the returns to investment and raise 

the cost of doing business, making exporting even harder.  

According to the most recent Doing Business (2020) before the index was 

discontinued, Pakistan was amongst the top 10 improvers over the previous 5 

years in streamlining processes across 12 sub-indicators. The DB scores processes 

for business incorporation, getting a building permit, obtaining an electricity 

connection, transferring property, getting access to credit, protecting minority 

investors, paying taxes, engaging in international trade, enforcing contracts, and 
91 resolving insolvency. Pakistan's rank improved from 147th to 108th out of 190 

economies. This improvement was driven by key reforms, including the 

establishment of an online platform for business registration, the elimination of 

certain registration fees, and streamlined processes for construction permits. 

Pakistan displayed particularly strong progress in areas like business 

incorporation, where it introduced an online one-stop shop and eliminated the 

corporate seal requirement, significantly shortening the time to start a business. 

However, it still fared poorly in Enforcing Contracts, Paying Taxes, Getting Credit, 

Trading Across Borders and Registering Property, which contributed to a much 
92 lower ranking vis-à-vis India and China at 68th and 31st, respectively. A 

comparison of the time and cost to trade across borders in Pakistan relative to its 

regional competitors is presented in 4.1.



Source: World Bank (2020). Doing Business 2020. 

https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf

Figure A4.3 Doing Business 2020

The Business Ready Index (B-READY, World Bank) has replaced the Doing 

Business Indicator to provide a more comprehensive assessment of the strength 

of regulatory frameworks, public services and operational efficiency in an 

economy. It measures the “business-friendliness” of a country, i.e. how successful 

it is in reducing regulatory complexities and cutting costs. Doing so would 

Pakistan formalize its economy, enhance tax revenues, and improve public 

infrastructure. In the overall index, Pakistan scores weakest in availability of public 

services—both physical and digital infrastructure— to support businesses (Figure 

4).

Figure A4.5 B-Ready Index 2023

Within the sub-indicators, the weakest scores are in International Trade (46/100) 

and Dispute Resolution (42/100).

https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf


Figure A4.6 B-Ready sub-indicators, 2023

Source: World Bank (2024). Business Ready.  Retrieved from 

https://www.worldbank.org/en/businessready/economy/pakistan

https://www.worldbank.org/en/businessready/economy/pakistan


There are many ongoing projects and interventions to lower the cost of trading in 

Pakistan, many of them under the Pakistan Regulatory Modernization Initiative 

(PRMI) initiated in 2019, with BOI as its lead agency. BOI has developed an 

electronic registry to simplify and modernize regulatory requirements of 

businesses, at the federal, provincial and local levels, including registrations, 

licenses, certificates and other permits (RLCOs). At the same time, unnecessary 
93laws or regulations are being removed using the guillotine approach.  To date, a 

total of 163 reforms in 32 sectors have been introduced, involving 92 
94departments.  The Asaan Karobar Bill has been passed to provide institutional 

cover for the regulatory reforms of the PRMI and to create a National Regulatory 

Delivery Office (NRDO), which will serve as the secretariat of the Pakistan 

Business Portal (see below).

BOI has adopted an Investor Information Management System to support 

investment promotion activities across the investment cycle (spanning 

investment attraction, entry & establishment, retention & expansion and linkages 

& spillovers) and to implement KPIs for its federal/provincial investment 

promotion agencies. This is the basic requirement of effective investment 

promotion and is therefore a much-needed step in the right direction. Pakistan 

Customs/FBR has introduced a Risk Management System (RMS) to facilitate the 

clearance for imports intended for use in exports via the Web Based One Customs 

(WeBOC). Pakistan Customs uses the RMS to facilitate exports of registered 

compliant firms via a Green Channel (50% of export clearance is under this 

channel) with only less compliant firms subject to scrutiny. This has considerably 

lowered the time taken for documentary and overall border compliance to export 
95from 2.5 and 3 days down to a day.

Progress, albeit slow, has also been made on the national One Stop Shop (OSS) 

called the Pakistan Business Portal, which is being funded by the Digital Economy 

Enhancement Project (DEEP).  Legal cover for the portal and its secretariat has 
96 been instituted through the soon to be enacted Asaan Karobar Bill. Initial phases 

of the development of an e-registry for business regulations have been 

completed and have been shared with DRAP and SECP. To expedite businesses, 

the OSS will automate business and regulatory procedures via a “system of 



systems”, i.e., by unifying all business and regulatory portals. Business will be able 

to digitally identify sector-wise regulatory requirements, submit electronic 
97applications, and pay the licenses/permits fee online.



EXIM Banks help businesses export their goods abroad and import their 

production inputs by providing financial support through credit lines, loans, loan 

guarantees and insurance solutions. The EXIM Bank of Pakistan was established 

as a Development Finance Institution (DFI) under Export-Import Bank of Pakistan 

Act, 2022 (XXII of 2022) and was operationalized in December 2023. Its role is to 

support, develop, and promote trade, aiming to increase the competitiveness of 

Pakistan's products in the international market. Recently, the bank has been 

given the task of implementing the SBP revised Export Refinance Scheme. Only 

the modality of fund distribution has changed, so that instead of borrowing from 

SBP directly, commercial banks will initially use their own liquidity to lend and can 

subsequently claim a subsidy from the Government, which will be given through 
98EXIM Bank.

The Bank is offering Trade Credit Insurance (referred to alternatively as Export 

Credit Insurance), under two pathways, namely for exporters and commercial 

banks along with other upcoming programs (Figure).

Figure A6.1EXIM Bank of Pakistan: Programs

Source: EXIM Bank. 



This sector was not selected by our analytical methodology. However, in 

discussions of the Inception Report, we understood that the Ministry of 

Commerce would be interested in our assessment of this sector as well.  

Pakistan's pharmaceutical exports are poised to cross the $1 billion mark by 2029. 

Pakistan mostly exports branded generics (copies of synthetic drugs that are 

therapeutically equivalent to brand name drugs) worth around $310 million, with 

nutraceuticals adding another $100-150 million, for a total of $450 million. Industry 

feels that changes in the regulatory framework of the sector could support the 

creation of scale in the sector. The recent deregulation of non-essential drugs has 

helped ease some of the pressures associated with high costs of raw material 

prices, energy and borrowing in the pharmaceutical sector. This reform is part of 

broader changes being made in the regulatory framework of the highly controlled 

pharmaceutical sector, under the ownership of the Drug Regulatory Authority of 

Pakistan (DRAP), which stakeholders see as a welcome change in the direction of 

more market-driven reforms. 

Heavy regulation had led to shortages of essential medicines, while many non-

essential drugs were made at a loss if produced or were simply unviable at the 

regulated price. Deregulation of non-essential drugs has already begun to spur 

value addition in the sector, as firms have ventured into biologics (for essential 

drugs such as insulin and heparin) and non-essential drugs including biosimilars, 

such as GLP-1 at a quarter if the global price. These are products that are globally 

relevant and also have high domestic demand, and there is scope for further value 

addition, for example for insulin, entering the market for insulin pens/cartridges.

Similarly, firms have the capacity and are ready to invest resources in simpler 

biologics like vaccines, given that Pakistan requires almost 1.5 billion vaccines over 

the next 5 years, almost 85% of which are bought by the Pakistan government for 

its Expanded Program for Immunization (EPI). Currently, the government buys 

these vaccines at subsidized prices on long-term arrangements from donor 

agencies like GAVI (Global Alliance for Vaccines and Immunization) or UNICEF. 

Manufacturers cannot compete with these lower prices and instead suggest that 

the government as the principal buyer should give them a buyback guarantee for 

vaccines manufactured in Pakistan. This has been successfully done in 

Bangladesh. The transition would require moving from imports to local fill and 

finish of imported vaccines in Stage 1 and then in Stage 2 to producing active 

pharmaceutical ingredients (API) and excipients for complete domestic 

manufacture. The transition could take 5-6 years.



Industry participants feel that their strength lies in formulation. Pakistan is 

conveniently located between the two largest producers of active 

pharmaceutical ingredients in the world. APIs are the primary input in the 

pharmaceutical sector and about 88% of APIs used in manufacturing are 

imported (from India and China). Pakistan could add value to its export offerings 

with an enabling business environment and conducive regulations. Furthermore, 

the sector now has multiple WHO approved manufacturing plants and 6-7 

facilities that have been approved under Pharmaceutical Inspection Co-operation 

Scheme (PIC/S), which is a remarkable improvement from just 5 years ago. It 

appears that the World Health Organization (WHO) will soon upgrade the 

maturity of Pakistan's national medicines regulatory authorities to Maturity Level 

3. This will help Pakistan participate in global health initiatives, such as WHO's 

Prequalification Program and international procurement programs.

The main export destinations are southeast Asia and Africa, but Latin America and 

East Europe have also been explored. The African market has not been tapped 

fully, and India is a big competitor there.  The main challenge in exploring markets 

is the upfront costs of entering. Given the complexities of the sector and 

differential requirements and standards set by different countries, exporting 

requires accurate diagnosis of target markets and a realistic assessment of firm 

capabilities. Stakeholders posit that a comprehensive report done by an 

internationally credible company such as IQVIA may cost up to $300,000 per 

product per market. In addition, the firm exporting must arrange for 

sales/marketing (pharmaceutical representatives) and a distribution network 

(warehousing and logistics), which due to the highly regulated nature of the 

sector can be very cumbersome and costly. Exporters feel that due to the front-

loaded nature of investments required in the destination market, the permissible 

retention of foreign exchange export earnings by SBP should be raised, making a 

case similar to the IT services sector for which 50% of export earnings can be 

retained.

Source: Stakeholder consultations. Mukhtar, N., Khan, U., Sheikh H. (2021). Unleashing the 

competitiveness of the Pharmaceutical Sector. CDPR.




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125

