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I. Backﬂrnund:
___'—-h-_____

Subject:

{ MPTOVINgG upon the Practice of !"crrmulating Trade Policy on annual basis, the Presemt
governmeni adopted 4 three {03} Years (2009-12) integratd Stratceic Trade Policy
Framework {2{!(!942} 0 enhance Pakistan s expart COMPEitveness pyer the medium term,
which siili remaing relevant, $Tpy 2002-12 had twe MAfor parts j e regulatony amendments
and expor development initiatives. A regitiatory amendments weye implemented duting
20019.12. However, CXPOIT develupment nitiativesy could be jmy plemented only partiaif ¥ die
L tnadedqrate allocation orr fiinds.

L Performance of SXPOF sector of Pakistan during QUlgoing policy tycle of Strajeyic
Trade Palicy Framewark 2009-12 hay been satisfactory, Oy “Eparts which stood g /5%
1769 Biitian i 2008-09. 5 the time of adoption of §TPF 2009-12, Erew o 1ISS 23 a4
Billion in 204 I-iz

3. Strategic T rade Policy F Famework 202 5 has been prepared afper consultations with
all ihe stakehoiders, Spread over 5ix iMonths, Ministry of ¢, HIMCICe made 4 Prescntation gn
STPF 2042, ¥ 1o the Prime Mip Ister on 28™ 4 ugest 2002, Whik appreciating the Ministry of
Commerce: efforts 1 ineregge CXports, the Prime pq inister adyige 10 fine mne the Proposals
with the | inance Diviston and Planning Commisyion.

4, In pursuance of Prime Minjster's djrcctivc, detailed discuxsmns were held wig the
Finance Division ang Planning Cnmmissium und, ag suggested by them. the focus oo
development of Domesti Commerce has been introduced and the regoyrpe reguirement for
Export Developnient Iniiiatives has bcen signiﬁcanﬂ}-' reduced. 4 revised Presentation on
STPF 2012.13 Was ghven to the Prime Minicter SHLCZ L1220 W the presence of
TEPrEseniatives of 4 the relevant stakchalders, The Prime Miaister gave in principle Approvyl
of the $TpR 20M2-15 apg the allocation ol Ra. 4,005 billion fur the first vear (2[]!2—!3] and
Rs. 26.10% billion for three years {EUIE—EE} and directed 1he Ministry of Commerce i
Stthmjssion W summary on STPY (2012-15 Jto the Federal Cabinet for fortnal approval,

il Trade Review
—~S20E Review

3, Exports rage by 27% 1y [IS% 248 Billion jn 2000-11. However, thew fef by 4.7% in
201T-12 due 15
2. Exogenous factors - global demang shrinkage, reduced coirory prices and
slobal financia) crists
b, Domestic Faciors — Posar shurutgcs.fhutagos, hisrh ﬁnﬂncing COSL. security
sttuation and Ergston nf’fmmpttiljwucss.
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. In 2001-12, textite accounted for value USE [2.4 Billion as compared to 1SS 3.8
Biflion in 2010-11. In 20]0-1] it was 55.6% of total exports. [t may therefore be scen that
lower cxports in 2011-12 were due to reduced Jevel of exports of lextiles wihile the nomn-
textile sector exports cxperienced a slight increase. Detailed exporl statistics for 2000-12 iz 4r
{Anncx-1),

F Pakistan’s imports arew from US§ 34.7 Billion in 2009-10 to 1SS 44.4 Billion in
2011-12 Increase in world oil prices impacted Pakistan's import bill and there is 1o way
Cscaping it unless our power generation shitls o alternare ENCrgy  sources. - Petroleum
temained the single Jargest import group and constituted 34% of total imports in 2011-17.
Increasc in valuc of imports reflects higher (il prices in (he international marker and
tmporiation of higher volumes of oil were made due 1o shortage of yas, §i mtilarly. impor of
paim ol increased by 17.5% in 207 1-12 and reached m USY$ 2.4 Billion against USY 2.0
Billion imported in 2010-171, Higher prives of food commodities have alsu contributed 1o
higher food import il Dictailed impert statistics for 200912 i a {Annex-1l).

Ul STRATEGIC TRADE POLICY FRAMF]‘WORK_}_UIZ—EME.

L8 In view of the prevalent chalienges, Ministry of Commerce has completed the work
on Draft STPF 2002-2015 being presented (o the Cabinet, its successful implementation
would build upon the foundations provided by STRF 2000-1 2. its pritne objective is to chable
Pakistani firms 1o produce and export 4 more sophisticated and diversified rang¢ of producrs
o existing and as well as new markets and heips reduce unemployment and paverty jn
Pakician.

V.  Goals of STPF 2012-15

% Main poals of STPF 2012-15 are-.

. Make export sector as an cnging of prowth
il.  Fnhance Pakistan's CXPOIT competitiveness in short as weli as org term
Ui, Increase Pakisian™s cumulative exports to 3 93 biilion during 2412-15

b 3 PRINCIPAY. ELEMENTS OF STPF 20122015

1. Proposed Elements of STPE 2012-15 purport to strengthen different aspects of
Pakistan’s export Competitiveness directly or indircctly, These elements have becn identified
on the basis of an evaluation of STPE 2009-2012 and an analysis of cmerging global trade
scenario  atter extensive consultations with the private sector and other povernment
depaitments, The tollowing are the principal elements of STEF 2012-2015--

L. Tocus on Regional Trade
ti. Create Regulatory Efficicncics
ti.  Promote Agro-processed cxparls
iv.  Increase Expons from less developed Regions of Pakistan
¥, Promote cxports of Services Scctor

vi.  Enhance access g export tinancing and credil Juarantees
vii.  Revamp Fxport Promotion Agrencies
viit.  Mobilize new investment in cxport oricnted industries

X Facilitate Exporting industry overcome ENCrYrY Crisiy

i Enhance Product and Markel Development and Diversification
xi.  Undertake elfective Trade Diplomacy
Xl Increasing Cireen Exporis



.
XU Rationalize the Taril Protection Bolicy
Xiv.  Enhance Role of Women in Exports

v, Reform and Develop Domestic Commerce

VL. PROPVOSED MEA SURES

E¥; The measures to achjove STPF 2012415 goals are divided into four categorics:

2. Institutional Strengthening and Governance

b, Measures to enhance Export competitiveness

¢. Regulatory amendnients in the trade reguiationy

4. Payment of Ouistanding EIF dues and strearlining EDF releascs i tlibre

a. INSTITUTIONAY, STRENGTHENING AND GOVERNANCE

Rationalizing Tariff Protection Folicy (TPPy:

12, Unhindered 1arift protections, maintained nyer 2 period of time cap creale
dependencies and distortjons SaCTItICing competitivencss and sonsumer welfare, Ministry of
Commerce, proposes 1 adopt the foliowing guiding principles, 1o create a competitive
environment that caters for the dual aspeels of providing a leve playing field for the domestic
indusiry as well as consumer welfare:-

L. Promoting COMPETItive markets in Pakistan.
ii.  Ensuring conformity (o internationa) agreements and practices,
. Promote domestic and forcign investment.
. Creale leve Playing ficld tor Pakistani firms in inernational as well as
domestic markers,
v.  Duc consideration 1o consumer welfare.
vi.  Catering (o the changing nceds of Pakistan's CCOnUmY.
Vil Creatc an enabling  environmen pursuc  the legitimaie poal  af
Industrialization in Pakistain.

Domestic € ‘ommerce Reform and Development

I3. In Pakistan, domesiic CIMEree is not very well connected to intcrnational trade.
Traditionally, Trade Development Authorily of Pakistan {TDAP)Y staffed by the ofiicers of
Commerce & Trade Group, takes care of the suppiy side sng domestic commerce 15RUCS
Impacting upon Pakistan’s international trade. TOAP used (0 have functioning Lxport
Facilitation Comminces dealing with trade relaed Federal and Provingaj authorities, which
15 N0 more the case now. With the devolution of Ministrics after g™ Amendinent, weak
linkages between Domestic Commerce and International trade cap scrtously undermine
Pakistan’s expor( COmMpetitiveness in gl coming years, Recognizing ihis lnkage and lack of
any instticonal Arrngement to pursue Lhe objective of promeding domestic CUTIMCECC, il 5
proposed to;.

L Make the fellowing insertion in Rules of Business 1973 as one of the
functions of Ministry of Commerce ‘Domestic Commerce Relorm and
Development i colfaboration with aiher Ministrics, provincial and focal
government®; and

i.  Create a Domesiic Cotnmerce set up in the Min istry of Commerge comprising
of fwo wingg e, Domestic Commerce Wing and Trade in Services Wing.
This wili be headed by & BS-2lofticer and assisted by two BS-20 offltcers, four
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v.

B5-19 officers and eight BS-18 officers and all these posts shall be encadred
for Cominerce and Trade Group, given the technical nature of the challenge,
The Ministry of Commerce would ensure that the ofTicers concemed eslablish
a strong basc of domestic commerce reform with the help of extended stay at
the Ministry,
T'he new set up will
a. Tstablish necessary instinional mechanism and business processes
b, Introducc or leverage the jnroduction of necessary Domestic
Commerce regulations such as the whalesale/retail market

¢. framework, nsolvencyibankruptey regulations, Tramework  for
construction services and framework of interface ol government
agencies with business commnunity. framework for cootdination
between different tiers of goverunent in post 18" Amendment
scenario cle.,
Bring owt annual State of Domestic Commerce Riport.

¢. Will anchor the re-organized Txport facilitaion Commitees of
TDAP at the federal level.

Set up an Inter-govemmental Domestic Commerce Reform and Development
Committee, ineluding  senior level represeniation from  the provingial
governments, in consultation with all ihe stakeholders. The newly created
DRomestic Commerce Wing woukd act as a Secretariat 1o the Committee.

The major responsibiliics of the Commitice would be tr oversee the
introduction of necessary laws and regulalions and institutional arrangements
o develop Domestic Commerce in Pakistan and strengthen the linkages of
Domestic Commerce with Pakistan’s internarional trade.

Establishment of Pakistan Eand Purt Authorily (PLPA) to Strengthen Repional Trade

4. Trade integration with South Asia, China and the ECO countries is proposed to be
accorded high priority with the objective to develop mutually benecial regional production
and trade networks. Our border land ports lack world class trade facilitiss. Tn owrder 03]
translorm eur land ports into clficient facilitators of wade while simultancousty be responsive
Lo risks soch as security issues, smuggling, human trafficking ete. it is proposed to establish
Pakistan Land Port Authority of (PLPA) with the fellowing mandate:

a)

It is envisaged to finction as a statutory body, under the administrative contral
of the Ministry of Interior with representation from the FBR. Mo Foreign
Aflairs, Mo Cammerce, Mo Communications, M/o Railways, Mio Planning
& Development Division, Mio Food Sceurity & Livestock, Mo Science &
fechnology and Mfo Amti Narcotics as well as representation lrom the
respective provingial povernmenl

it would be responsible for cohesive management of eross-horder movernent
of goods & people. 11 would be vested with powers on Lhe lines of similar
bodies like existing Port Authorities and Civil Aviation

With the coming into being of Pakistan [and Port Authority, the land port
entry points would be trunsformed into Integrated Check Points 10 cnable
smooth ¢ross-horder movement of individuals, vehicles and goods under an



integrated complex. This would Tacilitate the processes of immigration,
CUStoms, seeurity, quarantine, etc. To enable this, the present infrastructural
factlities would be up-graded wherever needed. The spadework to establish
PLFA would be carried out by a *Set up Committee’ to be headed by Sceretary
Ministry of Commerce in close collaboration of other Ministries.

Seitine Up of EXIM Bank

15, Availability of capital to meet an export oder is the most important clement of the
exporl cycle as it direcily impacts an exporter’s competitiveness. Therefore, governments
involve themselves in ensuring that advquale, cheap, timely trade financing is available to
exporters. Trade financing facilities and support is given by the governments throwgh EXIM
Bank and Export Credit Guaranices instintions. Uinforiunately. Pakistan is one of the rare
countrics, which has none of it. Pakistan's Cwporters desperately need legitimate trade
financing support as they are facing serious challenges such as (i) Crowding out of privare
sector from debt market, (i) [Tigh interest rates and limited availability of financing for
CXPOIT Or investment in exporl oriented manufacturing. (1if) Very little credit risk COVeTage.
(v) Very litde incentive to the imporier (o import rom Pakistan as compared to other
competitors. The proposed EXIM Bank, with the help of provincial govermments, would new
only provide export credit, it would afso provide supplier’s credit and export credit
guarantees. It will help reduce cost of borrowing for the export scetor an long wnm basis and
help reduce their risks.

Estimated eost: Seed money Rs 1 Billion for the year 2012-13 and Rs S Billion for 3 YEArs
e 2012-15

Promotion ot Services Scctor Exports

16. Services sector contributes 34% 1o the economy but export of services of Pakistan i<
very low. Our serviees cxports siond at $5 Billion in 2011-12 whereas the global trade in
services was $18.2 "Irillion, Tu tap the enormaous potential al'export of services, especiaily to
Asia, il is proposed:-

L tocreate a Foreign Trade Wine for Services in the M inistry of Commerce
. 1o establish the Scrvices Trade Development Council
. W set up a special task force for lacilitating  development of
E-Commerce

Creating Regulatory Efficiencies

17 l.esser but smarter regulations are necessary for promation of international trade
therelore it is proposed (o

L. Strenglhen National Tarifl Commission so thal it can play its role more
effccively and efficiemt]y.

i, Creation of Resource Management Unit by strengthening ol international
Trade Organization Wing (ITO) at the Ministry of Commerce.

i, Incffective mechanism for resolution ol trade dispules has tarnished
Pakistan's limage amongst the international business circles and jt
discourages emergence of Pakistan both as a destination for investment
as well as a religble import sowce. In order to make the system
cliective, it is proposed to revamp the existing svstem of international
tracle dispute resolution. It is proposcd (o constitute a comm|tee with



Secretariat in Ministry of Commerce and memhbers from TDAP,
FPCCVChambers, Law Justice & Human Rights Division, Secretary
Law and Justice Commission of Pakistan, represcntatives from Karachi
Dispute Resolution Centre (KDRC) to propose an action plan for
sefting up an International Trade Dispute Arbitration Council and
revamp the ¢xisting Commercial Courls to give the country a more
¢lficient, lime saving, relatively inexpensive mechanism for trade
dispute resolution. The committee would be required to pive therr
recomimendation within three months which will he placed before the
Cabinel, for its approval.

Strengthening of Training and Product Development Institutcs

8. The training and produet development Instituies, running under MOCSTRADR, are
proposcd to be strengthened after carrying out detailed ‘entrty improvement diagnostic™. This
would help these institutions produce betier quality human resource and designs for our
industry.

Revamping Export Promotion Agencies & Trade Monitoring Commitice

19, Export promotion needs streng performance by a country’s I'xport Prometion
Agencies [EPAs|. EPAs in Pakistan are under-resourced and Rot Luned to modern challenges
of export promotion.

Ministry proposes to:

1. Overhaul Trade Offices Ahroad by providing both financial and improved human
resource after carrying vul g performance analysis. This will be done in the following

Waly -

a) Creation of Export Promotion Wing in the Ministry of Comnicrce within available
resourees to provide a mechanism Lo monitor the perlormance of Trade Officers
and address their problems

b} Through the Export Promotion Wing, Ministry is instituting a system of annual
performance cvaluation, having both qualitative and quantitative aspeets with the
possibility of recalling 3 lowest performing Trade Officers.

¢} Trade Oificer and local based Irade Development Officer (TDHO} would spend 15
days in Pakistan 10 work closely with supply side instinutions and exporting firms,

d} Performance iivaluation Report of Trade OfMicer would be jointly initiated by the
Ambassador and regional trade officer and countersigned by Secretary TTDIAP and
sccond countersigning by Sceretary Commerce. In couniries where lhere s g
single trade officer, the PER wouid be inttiated by an overall regronal trade oilice
which is propased to be established to complement the regional dimension,

e} Regional dimension would be added o the functions ot Trade officers
f) The work place environment of Trade Officees would be improved

g} Trade Otficers manual would be updated providing detailed Jub deseeiption and
TolR’s and complete wotk plan for Trade Officers including Annual Plan,
Reporiing requirements ctc,

I} Realizing that “Vrade offices abroad do not work in isolation as thair
perlormance aiso depends on the performance of the institutions fike TI3AP, Pukistan



Horticuliure Development and Export Company (PHDEC) The Ministry proposes to develop
and implement an Entity improvement plan for both the erganizations.

Trade Committee:

2. A high level ‘Trade Committee’ is also proposed to be constituted under ihe
chairmanship of Commerce Minister ,with Export wing in the Minislry of Commerce as its
secretariat, with the involvement of relevant government Minisiries/departments, Senior
Busincssnien, Academiz ete

# TC should meet at least on a quarterly basis

® TC would monitor implementation of STPFF 2012-15 to remove bottlenecks in
achieving desired export targels

# TC would examinc issues for promoting Pakistan’s foreign trade and
strengthen intemational competitiveness

b. EXPORT COMPETITIVENESS DEVELOPMENT MEASITRES

21, Ministry of Commerce is presenting export development initiatives to address
deticient areas in Pakistan’s export competitiveness. It may be noted that in line with the
suggestion of Minisiry of Finance, Ministry of Commerce has revisited the proposed
promotional schemes and has revised the resource requiretent downwards to Rs, 26.108
Billion for the next thres years and Rs. 4.995 Billion for the year 2012-13, as compared to the
earlier decmand for Rs. 60 Billion for three years and Rs. 16 Billion for the year 2012-13
respectively,

Mark-up suppoxt of 2% on prevailing LTFF for future import/purchase of machincry.

22 Long Tern Financing Facility (LTFF) of State Bank of Pakistan is aimed at providing
relatively concessional financing to manufacturer cum exporters 1o increase their production
capacity. However, investment in export orienied manufacturing activities has still heen
dwindling in the recent past due to multiple supply side constraints.

23.  In order 1o encourage fresh investments in export oriented industries in_a tough
eCconOmic environment, it is proposed to provide mark up support to selected sectors by
making availablc LTFF at 2 % lower than the prevailing rates. The eligible sectors would be
as follows: Leather, Engincering, Hodticutture, Processed Food, Marble & Granite, Spiﬁnrts
Goods and Cornputer refated services.

Estimated ¢ost: Rs 500 Million for the vear 2012-13 and Rs 3 Billion for 3 years ie.
204215

Mark-up Rate snpport of 1.5% on Export Finance Scheme (EFS) to selected expori
SeCtnes

24, Export Finance: Scheme (EFS) is a major scheme by the State Bank of Pakistan for the
cxporters for provision of running finance, Rt &ims at boosting exports of the country by
promoting the value added scctor by providing somewhat concessional financing to the
exporters. The current markup rates under Export Finance Scheme for the borrower stands at

11% (banks get re-finance from State Bank of Pakistan at 10% and are permitted a maximum
sproad of 1%4).
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25.  To casc the constraints on running capital, it is proposed to provide a {urther markup
reduction of 1.5 points from the prevailing raies to the following focus sectors: {ish and fish
preparation, processed foods, meat and meat preparations, spoits goods, footwear, leather
products, surgical goods, cutlery, onyx products, pharmaceuticals, electric fans, transpor
equipment and electrical machinery.

Estimated cost: Rs 150 Million for the year 2012-13 and Rs 1.2 Billion for 3 years 1.c.
2012-15

Ad-Hoc refief @ 3% of FOB to offset the impact of higher cost of utilities for Pakistani
exporters in selected seciors

26.  Small exporlers in Pakistan have to face the challenge of energy crisis with limited
resource. While the bigger exporters may have alternate sources of energy such as captive
power plants, the smaller ones have to bear the brunt of load shedding of energy and gas
shortages. This signilicantly adds to their costs and reduces their competitiveness.

27. To offset the Increasing cost of utilities, it is proposed that selected non-textile
exportling sectors may be provided a ad-hoc rchief 3% of FOB, in order to stay in the export
business. The proposed sectors are Fish and Fish Preparations, Processed Foods, Meat and
meat preparation, , Spotts goods, Footwear, Surgical goods/medical instriments, Cutlery,
Electric Fans, Auto Parts and Furnilure.

Estimated cost; Rs 3 Billion for the year 2012-13 and 14 Billion for 3 years ie. 2012-15

Marketing Development Assistance for Regional countries

28.  Pakistan’s trade with regional countries is on the rise. China has become our largest
trading partner. Afuhanistan hag beeome our second largest export market; Normalization of
‘Itade relations with India is also a major initiative. These developments present both
challenges and apportunitics for Pakistani exporters. In order o up-scale our markset
development activities in neighboring markets, including China, India, Afghanistan and Ilran
this Ministry proposes to nndertake differenl promotional initiatives including market
research, support to non-traditional exporis, support to marketing efforts of private seetor eté.
We also inlend 1o encourage trade in Afghanistan against Letters of Credit by providing
mcentive which will be worked out in consultation with the State Bank of Pakistan.

Esttmated cost: Rs. 125 Milfion for the vear 2012-13 and Rs. 2 Billion for 3 years ie
N5

Export Prometion campaigos for agro-processed products

29 In order to help our farmers align thermsclves better with the international marked, i
would be very useful to educate our farmers on iternational demand trends and fechniques to
beost farm level productivity.

30. Tt is therefore proposed to launch export promotion campaigns with the help of
graduates of Agricullure Untversitics of Faisalabad, Rawalpindi, Peshawar and Tando Jam.
Selected students will be trained to reach out to the farmer community and (rain them in best



" agricultural practices needed to bring their produce in conformity with the international
. standards.

Estimated cost: Rs 5 Million for the year 2002-13 and Rs 25 Million for 3-years ie.
2012-15

Eacourasing the Opening Retail Qutlets

_ 3. Opening retail sale outlets in major imporling countries is the best toal for introducing
‘ and exporting high quality and branded exports of Pakistan. International presence of
| Pakistani firms at present is very low as compared to our competitors. z

32, To support the initiative and to motivate cxporiers to introduce their Gnished
products, it is proposed to provide subsidy on these qutlets upte 75%, 30%, 25% per annum
of the rental cost of retail outlets or ware houses in the first, second and third year
respectively in the export markets in Asta, Africa and Australia.

Estimated cost: Rs. 30 Million for the year 2312-13 and Re. 380 Million for 3 years L.
2012-15

Subsidizing 50% Cost of Plant and Machinery for Dates npd Dlive Processing

33, Pakistan s the 4" largest producer with excellent quality of datcs in areas of Khairpur,
Dhaks, D Khan, D.G. Khan, Turbat, Punpor and Washak. But only 13% of the total produce
is eaported and that also as a low quaiity product. Lack of the NEcessary processing facilities
results in the wastage of a [arge quantities, reducing the income of farmers that in turm cause
rural poverty. Similarly, Pakistan can save precious foreipn exchange which is now uscd on
the import of editable oil by promoting the production and processing of Olive in KPK,
Baluchistan and Gilgit-Baltistan areas,

3. To reduce the wastage of produce, increase income of the farmers and foreign
exchange eamings, it is proposed that the government may provide 50% subsidy in the cost
of plants and machinery for dates and olive processing.

Subsidizing 50% cost of plant and machinery for establishing processing plants for
fruits and vegetahles in Gilgit Baltistan {GB)

35. A large amount of frujts and vegetables from GB region is wasted due to lack of
processing plants and facilities of fujts and vegetables. This wastage causes reduced income
for the people of GB. Due to their long distance from major urban centers, invesiors shy away
from investing in GB. With the expansion of KFK, the value addition of fiuits and vegetables
has become even a greater tmperative,

36, To incentivize establishment of fruits processing plants in GB, 7t is proposed that
government may provide 50% subsidy in (he cost of piant and machinery for estabiishme
processing plants for fruits and vegetables in Gilgit Baltistan.

Mark-up subsidy @ 50% of the prevailing mark-up_rate, for setting o _of Meat
processing plants in bordering provinces.

37.  Livestock farming has emerged as 2 major contributor tu GDP, Mear and Meat
Preparations exports have prown in the last fiw years and stood al 175 Million USD jn 2011-
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12. In order 1o increase processed meat exports from the bordering regions, it is proposed to
provide mark-up subsidy @ 50% of the prevailing mark-up rate, [or setting up of Meat
processing plants in KP, Baluchistan and Gilgit, Baitistan. This initiative wil g0 long way in
increasing Meat Preparations exports from the under developed regions of Pakistan and will
also create job opportunities in these areas.

Estimated cost: Rs 55 Million for the year 2012-13 and Rs 265 Million for 3 years i.c.
2012-15 for proposals made at paras 34, 36 & 37 above.

Up-rradation of Rice Inspection Lahs

38.  Rice is one of the major export items of Pakistan, Yet many of our shipments are
refected due to inferior quality of Rice. In order 1o ensuwe that only quality rice is exported, i
is vital that Labs testing quality of Rice are wgl) equipped and recognized, Currently, the
relevant labs are being nm and managed jointly by REAP and TDAP and are under cquipped,
under staffed and un-accredited. There is & need to up-grade these labs and get them
accredited with intcrnational bodies. This would help establish a mechanism which is
wansparent, cheap and smooth for rice exports. It will ensure that oily quality rice is exported
and brand of Pakistan as a quality rice supplier remains jntact,

Estimated cost: Rs 5 Million tor the year 2012-13 and Rs 30 Million for 3 years j..
2012-15

Mark-up subsidv @ 100% of the prevailing mark-up rate and 50 °; subsidy for wire

saw cutfing machinery to reduce wastases fyr establishing minine and rocessing in

KPK, GB and Baluchistan
——-—'l—_-___.____

39, Mining and QUATTYINg sector represent an important activity in Pakistan’s CCOTOMY,
contributing around .5% 1o Pakistan GDP since 1990, At present majority of marble and
graniie mining is done through primitive mining methods, most commonly by using
excessive explosives, which results in huge wastage of this noi-renewable resource of the
country. It also causes serious environmental degradation. Our mability to modernize our
mining methods by adopting machine enabled cutting is onc of the major reasons for our
lagging behind in the sector and enhance export potential in this field. -

40.  ‘T'o control un-scientific and explosive based orthodox mining, it is proposed as
upder:-

I Provide mark-up subsidy (@ 100% of the prevailing mark-up rate on the
installation of wire saw cutting machines in KPK, GB and Baluchistan.

ii. 30 % subsidy on the cost of wire saw cutting machinery,

iii. Al such mining concessioncrs which are not using conlroiled blasting and are
not swilching to scicntific mining, their mining concessions may be mviewed
by Mining and Mincra! Depariments of the respective provinces in such a way
that an “cnvironmental degradation penalty” is imposcd on explosives blasting
from 01.07.2015 and a complete ban on their mining is imposed with cffect
from: 001.07.2017.

Estimated Cosiz Rs. 10 Million for the year 2012-13 Rs, 90 Million for 3 years e, 2012-15.
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Streagihening Women Chiamber +f Commerce

41.  The represcntation of Women in established Chambers of Commerce and Tndustry is
very thin. The govermment has been encouraging the establishment of Women chambers in
the recent past. These Chambers are cxpected to help them lo become successtil
entreprencurs. The capacity of these Chambers however is still very limited. There is an
urgeni need of government support for Women Chambers so that women participation can
orow i international business. Ministry proposes to support Women Chambers by
strengthening their research and reach out capabilities.

Estimated cost: &3 7.5 Million for the year 2012-13 and Rs 20 Million for 3 years 1.
2012-15

Establishment of Leather Export Promotion Council

42,  Traditional trade bedies have not been very successful in promoting exports. Ministry
of Commerce proposes to establish a model project in leather sector to combine public and
private sector in the management of sector specific trade organization to promote export of
izather sector, which is the third largest export sector of Pakistan. In future, ils success can be
replicated in other sectors. Tt shall heip in better and sustained communication between the
Govermiment and private sector for promotion of leather exports.

Estimated cost: Rs. 7.5 Million for 2012-13 and Rs. 28 Million for 3 years i.e, 2012-15

Establishment of Services Export Development Couneil

43, Services sector contributes more than 55% to GDP of Pakistan. However, our services
¢xports were a paltry 5 Billion USD for the year 2011-12. There is hardly any concentrated
effont to boost services exporty from Pakisten. This Council shall work as a nucleus for
promoting services exports from Pakistan in the vears to cume. As the Services Sector in
niost of the cases is labour iniensive, a boost in Service export has a great potential to create
employment in large numbers.

Estimated ¢ost: Rs. 12 Million for 2012-13 and Rs. 70 Miilion for 3 years ie. 2012-13

C. REGULATORY AMENDMENTS IN TRADE REGULATIONS

44 The regulatory amendments being proposed to Import Policy and Export Policy
Orders 2009 bave been developed afier extensive consultation with privaie sector and
consensus development exercise in the form of inter-ministerial meetings. These amendments
Would further facilitate Pakistan’s trade and contribute to the ease of doing business by
simplilying the procedures and strengthening the regulatory processes.

Easing Import of Motorized Wheel Chairs

435, As per current Import Policy Order second hand/used wheel chairs can only be
imported by disabled persons dircetly or through charilable institutions or hospitals when
reccived as donations or gifts subject to submission of certificaiton by numerous
govemment/provincial departments,

46.  In order to facilitate disabled persons, it is proposed to allow import of second hand
motorized wheel chairs freely by anyone for use by disabled persons.



- -

Import of Ambulances

47, Currently import of second hand/used ambulances is allowed when donated by any
organizationfindividual to a charitabie or non-profif organization, trust or hospital provided
they fulfill certifiable standards and have minimum ten years of nselul Jife.

48.  In order to facilimte much needed import of sccond handiused ambulances for
hospitals, charitable institutions or other large organizations such as universiiies erc., it is
proposed io allow import of second hand / used ambuilances subject to the lollowing
conditions: -
i Certification by the Original Equipment Manufacturers (OLEM) thél the vehicle
was built as an ambulance:;
ii.  Pre-Shipment inspsction from recognized agencies certifying the condition ag
in (i);
iii.  The ambulance should not be clder than fiye years;
iv, Undertaking from the importing instilution that the ambulance shall be
registercd in the name of that instinution and shail not be used for any othey
purpose.

Ranning Job Lot/Stock Lot [m ports

49, Currently import of job iot and stock lat ftems, where the custom duty is zero while
the raw material attracts duty upto 5%. are permissible for mpor,

30.  These imports not only hurt manufactirers in most cases but also deceive consumers,
It is proposed to impose complete ban on import ot job iot and stock lot goods.

Im Elemuniing Emission Standards

3l As per existing import policy order, specialized veh tele-mounted machingry and
transport equipment is alfowed in favour of censiruction, mining companies and petrolenm
seclor companies tor use in the projects in Pakistan, subject 1o condition of Euro-1I emission
standards compliance. Moreover, vehicles like Prine Movers, Waste disposal trucks, fire
fighting vehicles arc alse allowed subject to Euro-1TT emission standards compliance. This
condition cannot be met as Eurg-Il] compatible fued is not available in the market. At present,
Euro-1l compatible fuel is avaiiable in the market. Therefore, it is logical to change this
condition at import stage from Buro-HI compliant vehicles to Euro-Ii com pliunt vehicles, up
tiil the time that Euro-111 compliant fvel is introduced in the country.

2. it is therefore praposed that the condition of EGRO-I may be made applicable on
import of all iypes of specialized vehicles.

Protecting Public Health

53.  Currently non-sterilized surgical needles and syringes are importable by industrial
units engaged in the further processing of these items into value added, final and finished
products,



+4 In order to safeguard health of the general public and to cnsure that no misuse takes
place, it is proposed thal only the industrial units registered with relevant public health
agency may be allowed to import non-sterilized surgical needles and syringes.

Sat‘eguarding Health #nd Environment

35, Currently imports in violation of Import Policy Order are confiscated or in SOME Cases
released against redemption fine.

36.  In order to ensure strict compliance with the provisions of the Import Policy Order
and 10 discourage willful violation by importers, it is proposed as under:-

i.  All goods of hanned [ist imported in commerciai quantity shall not be rcleased
under any circunistances. Such goods should be exported at importer/ shipping
lings costs,

il Goods on restrictive list which arc of sub-standard quality effecting public
health including short shelf lifa medicines/pharmaceutical raw materials/edible
products imported in comtravention of Iraport Policy Order should be
destroyed within a period of six months without oflering any release.

Erotection to Local industry and Use of Tyre Scrap as Alternate Fyel

57. Presently, anybody can imnport rubber scrap of various tvpes subject to the condition
that they are cut into pieces. 1he above facility is misused for import of second handfised
tyres, which is also a safety hazard,

38.  In order o save the local tyre industry and to encourage the use of tyre scrap as
alternate fuel, the following proposals are submitted:-

i, Import of waste and second hand tyres may be allowed only in “at least two
completely cut, detached from each other pieces form™ to industrial
tonsumers only subject to fulfillment of environmenta) requirements of using
tyres as a tuel to be prescribed by Federal/Provincial Environmengal
Authorities,

. Other types of rubber waste and SCrAp may continue to be imparted with the
same condition of completely cut into pieces.

Ban on Hazardous Plasfic Waste / Scrap

39, Cureently import of all types of plastic scrap is allowed in favour of manufacturers for
their own use subject to submission of certificate from the relevant government agency in the
exporting country thai the scrap being imported are not hazardous and comply with the
provisions of the Basel Convention.

60, In order to ensure that such consignments of plastic scrap do not contain any
hazardous scrap, it is proposed to mpose complete ban on import of the following caicgories
of plastic scrap:-

i, hospital wast: of ajl kind

1. used sewerage pipes



ii.  used chemical containers

Regulate Import of Non - hazsrdons Plastic Scrap

61.  In order to regulate import of plastic scrap move efficicnily it is propesed hat plasti-
scrapfwaste, other than the catcgories proposed to be banned in proposal at para 60, may be
allowed to be imported by the industrial consumers as raw material for their industry subject
to the following conditions:-

i.  Certification confirming appropriate manufacturing facility and determination
of import quota from concemed Federal/Provincial Environmental Protection
Agency.

ii.  Inspection from technically qualificd designated Pre-Shipment Inspection
companies that the imporied cousignment does not contain any hazardous
wastc, as defined in the Basel Convention

Trade Facilitation

62. Currently export of vegetable and cooking oil upto 16KG packing is allowed.

63.  In order to facilitate exporters and to encourage value addition, it is proposed to allow
cxport of Vegetahle Ghee & Cooking Oil in packaging of upto 25 KG.

LEnsuring Quality & Standards

64, Hxisting Import Policy Order provides that import of goods shall be subject to same
quality standards as preseribed for domestically produced goods.

65. It is thereforc proposed that all domestic standards formudated by Pakistan Standard
Quality Control Authority (PSQCA) may be made part of Import Policy to ensure that
imported goods conform to notified domestic standards.

Ensuring Public Health

66, As per Import Policy Order, Crude Palm Oil is importable only by the rocognized
manufacturers for further processing and refining.

67.  In order fo check sale of inappropriately processed Palm oil, it is proposed that the
condition of having valid License and Registration from PSQCA may be made mandatory for

the mamufacturers of Palm Oil.

safeguarding National Sceurity

68.  The easy access to auto pilot kit is an exiremely dangerous situation as it could afford
an opportunity fo the terrorists to intrude any sensitive location with precision using remotely
piloted aerial vehicle. Availability of detailed instructions on internet regarding procurement,
assembly and use of such kits indicate the possibility of its likely use in (he terrorist activities.



69, In order to regulate import of Auto Pilot Kits and to avoid its misuse, it is proposed to
restrict its impoit and may be allowed only to authorized agencies/ departments, subject to
NOC from Ministry of Defense.

Checking Import of Stilen Goods

Fia Al present, there is o provision in the mport Policy Order to check import of stolen
goods. In order to ensure that no bad name is associated with Pakistan, it is proposed that
goods stolep abroad may be banned for import. If any apency of the respoctive foreign
cOuntry claims, it should he scized and exported at the cost of imperter/shipping COmpany or
the claimant agency. [ no claim is filed, within 3 months of its landing, the same should he
confiscated.

Complying with International Convertions

71 At present. CFC gas based refrigerators, deep-freezers and other refrigerating cooling:
chilling equipment and CFC based compressors of this equipment are alrcady banned for
Import.

72, To comply with the Montreal Protocol Agreement, it is proposed to also impose ban
ont import of CFC based air conditioning cquipment,

Putting Age Restriction on Sprinklers Lorries

73. At present, import of Spraying Lorries or Sprinklers is allowed imrespective of age
limit in sccond hand/used condition subject to cedification by a recognized pre-shipment
company to the effect that said lorries (a) compliant with Euro-11 standards (b) in accordance
with original manufacturers specifications and (c) has a useful productive life.

74, Tocheck import ol ordinary Inseics under the gath of sprinkle lorries, it is proposed 1o
restrict import of sprinkle lomies in second hand/used condition npto maximum of five years
old. The other conditions as above will continue to apply.

Facililating Pakistani Constroction Companies Working Abroai

7. As per current Export Policy Order, the temporary export and re-impert of locaily
manufactured or imported machinery or equipment for the purpose of carrying out works
awarded to local construction, engineering and electrical companies shall be allowed, on the
submission of an underlaking, along with cvidence of contract, that the machinery sha!l be
imported back upon conclusion of the contract.

76, In order to lacilitate ease of doing business and 10 save fieight cost in bringing the
machinery used abroad back into Pakistan and then take it agzin out of the country., it is
proposed thal local construction, engineering and clectrical companics may be allowed to
retain abroad the exported machinery to carry out work on export cum import basis, for using
the same machinery in some other project, subject to submission of a fresh indemnnity bond to
the concerned customs authority and issuance of NOC from the State Bank of Pakistan.



; Registration as Edible Product Exporter

77.  System of registration as importer and exporter with the former Export Promotion
Bureau {now TDAP) had been dispensed w.ef. August, 2002 as a part of government
de-regulation.

78.  With the sole objective of monitoring the possibility of abuse such as drug trafficking
and for record purpose, it is proposed that all exporters of food products such as fresh frnts
and vegetables, rice etc. should be registered with lherr respective associations and in case of
non-cxistence of such an association, mandatory registration of such exporters be made with
TDAP. '

Import of Accessories for Leather GGarments Industry

79.  I'o tmprove the quality of the leather garments, it is proposed 1o allow 2% of the
export proceeds to manufacturers cum exporters for duty free import of accessories, to
encourage value addition of lcather garments and made ups by the same cxporter.

d.  Payment of Outstanding EDF dues and streamlining FDF releases in future

BO. In pursuance ot the inter-Ministerial meetings at Secretary Level, Ministry of
Commerce and Ministry of Finance have now reconciled EDF releases for the last few years.
It is proposed that Ministry of Finance may now be directed to refease cutstanding EDF
payments in favour of Ministry of Commerce amounting to Ks. 15 Billion {2003-06 fo
2011-12).

31. In addition to the above, it is also proposed that in future, a mechanistn is devised to
ensure that Export Development Surcharge is transferred divectly to the Mimsiry of
Commerce by making appropriate amendments in the cxisting amrangement.

82.  Stratcgic Trade Policy Framework 2012-15 as noted in paras 8 to 10 above and
Trade Policy Initiatives proposcd vide paras 11 to 79 and proposal at para 80 & 81 may
please be approved.

83, Approval of the Cabimet to proposal at para 82 is solicited.

54, The Senior Minister for Commerce has authorized the submission of the summary to
the Cahinet.

(MUNIR QURESHI)

Secretary Commerce

slamabad the 4™ January, 2013




Annex:-|

Comparative Exports of Selected Commodities during 2009 -- 2012

Value in millien USS

= 5L

| Mo [Commodity 2008-10 2010-11 201 1_-12
A. [Food Group 3,283.7 09.2 4250.0
1 |Rice 2183.9 2160.3 2062.0
i} Basmati 855.8 962 7 5264
iy Othars 1328.0 1197.6 1235.7
2 |Figh & hsh preparations 226.8 2462 3200
3 |Fruits 230.4 26% 4 358.3
4 [Vegetables 1206 2682 1802
5 |Leguminous vegetables 0.03 1.8 8.4
& |[Tobacen 14.3 26.9 292
7 (Wheat 0.7 5856 1271
& (Bpices 40.9 0.4 S52.0
o |0il seeds nuts and kernals 19.2 19.4 0.0
10 |Sugar 0.0 0 28.0
11 |Meat and meat preparations 89.3 153.1 1736
1z |All other food tems 3385 653.9 &80.1
B. |Textile Group 192214 | 13788.2 | 12336.1
13 [Raw Caotton 195.6 3548 4622
14 |Cotton Yarn 1,433.1 22014 1,809.8
i5 |Cotton cloth 1,800 1 28232 24425
1t |Colton carded or combed 204 33.2 11.5
17 |[Yarn ather than cotton yam 357 47.6 355
18 |Knitwear 17850 23056 1,962 8
19 |Bedwear 1,744 3 2,088.5 1,7471.7
20 | Towels £68.2 762.3 686.4
21 [Tents, canvas & Tarpaulin 61.5 47.0 52 1
22 |Readymade ganments 1,269.3 17737 16156
23 lAnt silik & synthetic textile 445 8 B07.8 548.3
24 |Madeup articles (Include other tex.) 537.2 £25.0 591.5
25 {Other fextile materials 245.2 077 3150
C. Petroleum Group & Coal 1,033.7 1352.5 803.1
25 |Pefroleum crude 0.0 0.0 -
27 |Petroleum products {Excl. Top Naphta) G18.6 8024 300.3
28 |Petraleum top naphta 4148 449 9 B0z2.4
29 |Solid fuals {coal) 03 0.20 0.40
D. |Other manufactures Group 3,786.8 40416 #863.6
20 |Campels rugs & mats 136.2 132.4 1208
11 |Spotts qoods 298.2 A30.0 338.0
it Foothalls 151.5 143.4 153.5
if) Gloves 98.2 1237 112.3
i} Others sports goods 48.5 62.9 722
32 [Leather tannead 341.8 455.0 445 8
32 |Leather manufactures 458 6 5406 5228
i} Leather ganments 3427 404.3 341.0
ii} Leather gloves 101.9 120.2 1659
iy Other Leather manufactures 14.1 16.1 15.9
34 |Footwears 92.8 109.3 98 2
i} Leather footwezr 67 1 808 BO.0
i} Canvas footwear 0.6 1.10 0.60
iy Other footwear 251 27.2 188




- [Commodity

2008-10 201011 2M112
Surgical goods/medical instruments 22032 260.6 3.8
Cutlery 65.4 B5.5 814
Onyx manufactured 7.0 9.3 8.7
Chemicals & pharmaceutical products 711.2 923.1 1075.3
i) __Fertilizer manufactured 0.7 010] 0.040
) Plastic materals 27041 406.0 457.1
iy Pharmaceutical products 137.0 1490 158.2
v} Qther chemicals 034 268.0 456.9
3¢ |Engineering Goods 230.2 256.0 276.7
i1 _Electric fans 34.3 "38.0 33.2
i} Transport equipment 251 228 329
iii} Other efectric machinery 430 502 537
i) Machinery speciatized for particular industries 43.0 47.9 405
¥) Auto parts 13.3 21.0 278
¥} Other machinary £7.4 76.3 88.7
40 |Gems a7 3.8 4.0
41 | Jewellary 638.0 403.0 S16.4
4z |Furniture i 5.6 5.5
43 {Molasses 499 10.4 5.4
44 |Handicrafts L 1.9 0.2
45 |Cement 4684.0 4574 496.8
46 |Guar & guar products 26.5 46.7 158.7
Cthers 964.5 1118.9 1271.5
TOTAL: 19280.0 24810.4 23,6243

Source: PBS



Annex: Il

COMPARATIVE IMPORTS OF SELECTED COMMODITIES
DURING 2009 -- 2012

¥alue in million USS

SN Commodity 2008-10 2010-11 205112
Food Grou 3575.4 5078.5 5035.2
1]Milk Cream incl milk focd for infants B2.O 165.8 1681.2
2lWheat unmilled 408 10.7 0.0
3|Dry Fruit B7.2 88.2 90,7
4]Tea 2708 331 280.8
s{Spices 80.7 104.0 104.0
slSovabean oil 277 66.0 4
71 Faim il 1301 2020.7 23748
2|Sugar 285.0 684.0 13.4
s|Pulses 262.1 4031 433.9
tg[All cther food iterns 1112.0 1200.4 1,458.0
Machinery Grou 53636 | 5275.0! 5835.6
11|Power Generating Machinery 1438.3 1038.3 1039.7
12j0fhce Machineryilnc.data processing equip.) 224.3 2394 282 4
13| Textile Machinery 297 4 45687 444 5
14|Construction & mining machinery 183.5 115.8 148.0
15{Electrical machinery & apparatus 571.0 791.4 Bi24
1] Telecom 750.5 102315 1268 1
i} Mobile phone 214.8 o22.8 6882
i) Other Apparatus 4447 300.7 5799
17|Agricultural machinery & implements 1868.7 98.8 125.6
1e|Other imachinery 1614.9 1509.3 1514.5
Transport Grou 2027.9 | 2245.9 2228.9
13|Road motor veh. (Build unit, CKDISKD) 1207.0 13708 16506 .4
20{Aircraft, ships & boats Ti7.4 8700 519.7
21)0thers transport equipments 43.5 5.0 22.8
Petroleum Grou 10028.9 | 12085.5 | 15252.6
22[Petroleum products £ 858.6 7.2¥7.3 10,292.2
23|Petroleum crude T3 48082 " 4960.4
Textile Group 1849.4 | 2883.1 2398.2
24| Raw cotton 8047 a70.9g 490.3
25| Synthetic Fibre 3765 546 .6 510.8
26Synthetic & artificial silk yarn 373.0 542 8 504 8
27Wom clothing a4 4 128.7 147.9
28| Cther texdile ftems 400.8 8851 BS54 4
Chemical Grou d864.2 | 6178.8 | 71434
29] Fertilizer manufactured 8§51 .1 RITE 12439
30 Insecticides 160.9 154.2 137.5
21| Plastic materiai 12183 1511.5 1529.1
32} Medicinal products 7171 G88.7 LFle aRe
33|Others 28158 3286.8 25360
Metal group 504.8 2573.8 | 2824.3
34| Goid 138.7 1097 1717
35)Iron & steel Scrap 500.5 5178 548.1




SM. Commodity 2008-10 2018-11 201112
a6{lron & steel 1295.8 1203.9 1306.0
37| Aluminium wrought & worked 142 5 1407 1252
231All other metals & articals 518.3 601.7 5833

Miscellanecus grou 672.1 944.7 934.8
38|Rubber crude incld. Synth/reclaimed 147.3 2014 189.4
40[Rubber tyers & tubes 1352 2015 229.8
41|Wood & cork 8.7 80.9 64.4
42Liuie 835 715 51.0
43{Paper & paper Board 2743 400.4 3993
aa|Other items 27237 3148 .4 3458.9

Total 34710.0 | 40413.7 | 44911.9

Source; PBS




