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1. International Trade in Pakistan 

Exports of Pakistan during the first ten months (July-April) of the current fiscal 
year i.e., 2006-07 are up by 3.4 percent – rising from $ 13.46 billion to $ 13.9 billion in 
the same period last year.  Pakistan's exports are highly concentrated in a few items 
namely, cotton, leather, rice, synthetic textiles and sports goods. These five categories of 
exports account for 77.2 percent of total exports during the first nine months of 2006-07 
with cotton manufacturers alone contributing 61.5 percent, followed by leather (4.5%), 
rice (6.6%), synthetic textiles (3.0%) and sports goods (1.6%). The degree of 
concentration has changed little from last fiscal year.   Pakistan’s exports are highly 
concentrated in few countries including the US, UK, Germany, Japan, Hong Kong, Dubai 
and Saudi Arabia. These countries account for one-half of Pakistan’s exports with US 
alone accounting for 28 percent. Pakistan needs to diversify its exports not only in terms 
of commodities but also in terms of markets. Heavy concentration of exports in few 
commodities and few markets can lead to export instability. 

 
Pakistan's Major Exports     (Jul-Mar) [% Share}                            

 
2006-07   1996-97 

 
Cotton    61.5%   61.3%   
Others     22.8%   15.6% 
Sports Goods      1.6%               3.7%   
Synthetic Textiles        3.0%     6.1% 
Rice          6.6%     5.6% 
Leather         4.5%     7.7% 

 
Imports of Pakistan during first ten months of the fiscal year 2006-07 stand at 

US$ 24.99 billion.  Like exports, Pakistan's imports are also highly concentrated in few 
items namely, machinery, petroleum& petroleum products, chemicals, transport 
equipments, edible oil, iron & steel, fertilizer and tea. These eight categories of imports 
account for 75.5 percent of total imports during 2006-07. Among these categories 
machinery, petroleum & petroleum products and chemicals accounted for 57.7 percent of 
total imports. Concentration of imports remained, by and large, unchanged over the last 
one decade.  Pakistan’s imports are highly concentrated in few countries. Over 40 percent 
of them continue to originate from just seven countries namely, the USA, Japan, Kuwait, 
Saudi Arabia, Germany, the UK and Malaysia. Saudi Arabia is emerging as a major 
supplier to Pakistan followed by the USA and Japan. 
 

The rapid economic growth strategy (REGS) announced in 2005-06 continued in 
the Trade Policy 2006-07, the salient features of which are: i. Increased market access 



through trade diplomacy ii. Focus on trade with neglected regions of the world iii. 
Strengthening of trade promotion Infrastructure including EPB/TDAP and trade mission 
abroad iv. Emphasis on Skill Development in export oriented industry and v. Fast track 
development of State of the Art Infrastructure by the government. 
 
 
2. Foreign Direct Investment in Pakistan 

Foreign investment has emerged as a major source of private external flows for 
developing countries. Developing countries have attempted to liberalize their foreign 
investment regime and pursued investment-friendly economic policies for the last two 
decades. Pakistan, like many other countries, also undertook a wide-ranging structural 
reform in various sectors of the economy and pursued sound macroeconomic policies for 
the last seven/eight years. Pakistan has now emerged as a favourite destination for foreign 
investors, both direct and portfolio. Total foreign investment during the first ten months 
(July-April) of the current fiscal year amounted to $ 6.0 billion which is almost 48 
percent higher than last year in the same period. There are indications that total foreign 
investment would touch $ 6.5 billion (or 4.5% of GDP) by the end of the current fiscal 
year – over 13 to 14 times higher than seven/eight years ago.  Within total foreign 
investment, foreign direct investment (FDI) amounted to $ 4.16 billion which is 37 higher 
than last year. The remaining $ 1.8 billion is the portfolio investment which includes the 
proceeds from the GDRs of OGDC and MCB bank.  FDI has primarily come in four 
major areas: telecom, energy (oil and gas, power, petroleum refineries), banking and 
finance, and food and beverages. These four groups accounted for over 80 percent of FDI 
inflows. Other areas such as textile, chemicals and petro-chemicals, automobiles, 
construction and trade are also attracting FDI. Almost 78 percent of FDI has come from 
five countries, namely the UAE, US, UK, China and Netherlands. Pakistan’s equity 
market is also attracting huge portfolio investment and has created brisk activity in stock 
markets of Pakistan. Foreign investment of this magnitude reflects the confidence of 
global investors on the current and future prospects of Pakistan economy. 
 
3. National level Trade and Investment Policy Coordination in Pakistan 

Pursuant to a regular public private consultative mechanism, Board of Investment 
(BOI) Secretariat drafts a certain investment policy with all stake-holder Ministries, 
provincial governments, Chambers of Commerce & Industry, multinational companies, 
and private sector on board.  With certain rounds of the consultative process, the draft 
proposal is submitted to the Cabinet/ Cabinet Committee on Investment (CCOI) for 
approval.  The CCOI is composed of: 

1) The Prime Minister of Pakistan     Chairman 
2) Minister for Commerce      Member 
3) Minister for Communication     Member 
4) Minister for Food, Agriculture and Livestock  Member 
5) Minister for Industries, Production and Special Initiatives Member 
6) Minister for Information Technology and Telecom.  Member 
7) Minister for Petroleum and Natural Resources   Member 
8) Minister for Privatization and Investment    Member 
9) Minister for Textile Industries     Member 
10) Minister for Tourism      Member 
11) Minister for Water and Power    Member 
12) Advisor for Finance and Revenue     Member 
13) Minister for State for Privatization and Investment  Member 



14) Deputy Chairman Planning Commission    Member 
15) Chairman Board of Investment     Member 

 
The same consultative process is followed up in case of drafting up of the trade policy 

but this time instead of BOI, the Ministry of Commerce acts as a secretariat and 
coordinates with all stakeholder Ministries, Chambers of Commerce & Industry, 
multinational companies, and business/ manufacturers’ associations.  The draft, thus, is 
submitted to the Cabinet headed by the Prime Minister of Pakistan for approval. 
 

National decisions on trade and investment policy involve a range of public 
institutions and agencies with a variety of economic, social and regulatory mandates that 
must work together to ensure that trade and investment exchanges contribute to 
development. Consultation and consensus building among ministries and agencies 
involved in trade and investment policymaking and negotiations is essential to good 
economic governance, ensuring commitment to trade reform and full understanding of 
the reform’s legislative, regulatory, and financial implications, as well as its effects on 
human resources. 
 
 
4. Trade and Investment Policy Coordination- Bilateral, Regional and 

Multilateral 
 

Pakistan has signed Bilateral Investment Treaties (BIT) with 48 countries. These 
Agreements provide that: 
 

� The Contracting Parties shall encourage investments in their respective territories 
by investors of the other Contracting Parties. 

� Non-discrimination between local investors and foreign investors. 
� Equal/non-discriminator treatment in case of compensation for losses owing to 

war, other armed conflicts, a state of national emergency. 
� Free transfer of investments, and income deriving there from including profits, 

dividends, internal income, proceeds of sales or liquidation, repayments of loans, 
salaries, wages and other compensation etc. 

� A dispute settlement mechanism to settle any dispute between the countries with 
respect to the interpretation of the respective agreement. 

� A dispute settlement procedure to settle between a host country and an investor of 
the other country. 

 
Similarly, at regional level, Pakistan is member of Economic Cooperation 

Organization (ECO) and South Asian Free Trade Agreement (SAFTA). 
 
5. Conclusion 
 

Pakistan fully supports the aim of WTO trade and investment negotiations 
towards the establishment of a legally binding, comprehensive multilateral framework of 
rules for investment that would provide for better market access, greater transparency and 
high standards of investment protection worldwide. Such a framework should reflect in a 
balanced way the interests of home and host countries, and take due account of the 
development policies and objectives of host governments, as well as their right to 
regulate in the public interest, without discriminating against foreign investors. 


