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Overcoming Trade Barriers and
Leveraging Regional Opportunities

Trade policy is an essential element for the economic
development of a country by defining the terms under
which it interrelates with the global market. Domestic
industries’ competitiveness can be influenced by it;
moreover, it regulates market access for exports and
fosters the creation of conducive environments for
businesses to flourish in international markets. Growth
can be promoted by a sound trade policy, which attracts
foreign investment and helps to balance trade deficits by
growing export volumes.

Pakistan faces significant challenges in its current
economic structure, and fostering sustainable economic
growth through trade policy is a critical step. Despite
Pakistan's strategic location and considerable potential in
sectors like textiles, agriculture, and manufacturing, its
participation in global trade remains relatively low.
According to the World Bank, Pakistan’s exports in 2021
accounted for only 0.14% of global exports, far below its
economic potential.

Pakistan’s current trade policies are explored in this
article, along with the barriers to export growth, and it
outlines key areas for reform. It also highlights the
benefits of aligning trade policies with international
standards for export expansion, which are supported by
research studies from other developing economies.

Current State of Pakistan’s Trade Policy

For many years, Pakistan's trade policies have evolved,
transitioning from protectionism in the 1950s to a more
liberalized approach in the 1980s and 1990s. However, the
country’s trade policy has often remained fragmented,
ignoring its potential benefits. Tariff and non-tariff barriers
in Pakistan’s trade policy still hinder the potential of its
exports, which are critical to the national economy.

Currently, Pakistan faces significant difficulties in increas-
ing its exports. The textiles sector, which is considered the
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backbone of Pakistan's
export economy, acc-
ounts for approxi-
mately 60% of total
exports, yet its deve-
lopment has been
sluggish. According to
the Pakistan Bureau of
Statistics (PBS), textile
exports grew by only
3.6% in 2020,
compared to 15% in

neighbouring
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Pakistan is facing a

multifaceted set of barriers in export growth, encompassing
challenges in infrastructure, market access, innovation,
and policy execution. The country's ability is affected by
these barriers, preventing it from fully capitalizing on its
potential as a competitive player in the global market.

a) Outdated Trade Infrastructure- Pakistan’s trade
infrastructure, including ports, logistics, and
customs procedures, is inefficient. The cost of doing
business has gradually increased. The World Bank’s
2020 Logistics Performance Index (LPI) ranks
Pakistan 122nd out of 160 countries in terms of
trade logistics, far behind competitors such as India
(44th) and China (27th). Inefficiencies and delays in
customs clearance, along with inadequate port
facilities, raise the costs of exporting goods and
adversely affect Pakistan's competitiveness in the
international market.



Focus Section

I C MAINTERNATIONAL

lead strategically

b) Poor Market Access- Despite performing efficiently
in some areas of the global market, Pakistan faces
significant difficulties in sustaining a competitive
presence. Its participation in worldwide trade
platforms, such as the WTO and regional arrange-
ments like SAFTA, has been insufficient to gain access
to profitable international markets. Pakistan has
limited sources of export goods, with the most promi-
nent sectors being textiles and agriculture, and
limited capacity to expand and capture more market
share in other competitive industries.

c) Limited Innovation and Value-Added Products-
Another significant barrier to export growth is
Pakistan’s lack of focus on innovation and production
of value-added goods. The state excessively relies on
exports of raw materials and basic goods, such as
cotton, rice, and textiles, with limited investment in
advanced industries or higher value-added products.
Lack of technological advancement in sectors such
as electronics, pharmaceuticals, and automotive
manufacturing further hinders industrial growth.

d) Export Failures Due to Ineffective Trade Policies-
Pakistan has faced numerous challenges due to
unsuccessful and inadequate trade policies, resulting
in failures to achieve goals beneficial to the national
economy. For example, leather and footwear
manufacturing suffered despite Pakistan being a
leading producer of leather due to the large livestock
population. In the 1990s, Pakistan attempted to
expand leather exports, but poor trade policies led to
insufficient investment in value addition and

inadequate support for leather processing industries.

e) Inefficiencies in Trade Facilitation- Pakistan struggles
with trade facilitation due to ineffective trade
policies. Customs procedures face bureaucratic
inefficiencies, causing delays that add costs and
reduce the competitiveness of exports. According to
the World Bank, Pakistan’s customs take an average
of 6-7 days to clear, compared to 2-3 days in
countries like Singapore and the UAE. The lack of
technological integration in customs processes
further reduces efficiency and transparency in trade
facilitation.

Global Trends in Trade Policy

Over the years, international trade policy has undergone
significant reforms and transformations. Successful

economies, such as China, Vietnam, and India, adopted
deliberate trade policies focused on export growth and
integrating their industries into global value chains.
These countries emerged as global trade leaders,
providing valuable lessons for Pakistan in its efforts to
boost exports.

a) Best Practices in Trade Policies- China, Vietnam, and
India encouraged export growth by adopting interna-
tional trade policies that fostered manufacturing
development and integration into global markets.
These countries implemented Special Economic
Zones (SEZs) and provided tax incentives for
export-oriented industries, which helped transform
China into the “world’s factory” Such measures
minimized infrastructure costs and reduced taxes for
businesses, giving companies a competitive advan-
tage in global markets.

b) Impact of Regional Trade Agreements on Export
Performance- The strong export performance of
these countries has been supported by regional trade
agreements, such as the Regional Comprehensive
Economic Partnership (RCEP) and SAFTA. These agree-
ments facilitated easier market access through
reduced tariffs and simplified trade protocols, contrib-
uting to the success of member countries in expand-
ing their exports.

c) Technological and Regulatory Innovations in
Global Trade Policy- The introduction of
e-commerce and digital trade policies has enabled
countries to expand their export base. For example,
the European Union established regulations to
facilitate digital trade, allowing small businesses to
access global markets through online platforms.
Similarly, in China, government support for digital
platforms such as Alibaba has propelled e-commerce
exports, contributing significantly to the country’s
overall export growth.

Key Policy Reorganizations for
Export Development

Pakistan can enhance its export performance by adopt-
ing a comprehensive set of policies that emphasize
market diversification, trade liberalization, and reducing
trade barriers. Pakistan can tackle adverse constraints by
designing reforms in the export sector to address current
challenges.

1) Diversification of Export Markets- Pakistan has
limited sources of exports, with textiles and agriculture
as the main sectors. The country can enhance exports
by diversifying its export markets. This can be achieved
through strategic bilateral and multilateral trade
agreements with high-growth markets. For instance,
Africa and Latin America are emerging economies; if
Pakistan prioritizes trade agreements with these
regions, it can improve export growth.
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2) Elimination of Trade Barriers- Pakistan's exports are
hindered by high tariffs and bureaucratic hurdles.
Exports can be enhanced by reducing trade barriers
through lower tariffs on industrial inputs and
implementing a simpler tariff structure, which also
reduces bureaucratic inefficiencies. Minimal tariffs on
machinery, raw materials, and chemicals will reduce
production costs for domestic industries, particularly
textiles and manufacturing, making Pakistani
products more competitive globally.

3) Export Incentives- Pakistan can promote export
growth by implementing targeted export incentives,
as adopted by successful economies. Examples
include tax breaks for export-oriented industries,
subsidies for export research and development (R&D),
and financial support for SMEs engaged in exports.

4) Adoption of E-Commerce and Digital Trade- E-com-
merce is rapidly reshaping global trade, and Pakistan
can leverage digital trade instruments to increase
exports. Digital platforms make it easier for small and
medium-sized enterprises (SMEs) to access global
markets. Pakistan’s administration should prioritize
policies that facilitate e-commerce, including regula-
tions, e-payment infrastructure, and training for SMEs
on digital marketing.

5) Addressing Logistics and Customs Inefficiencies-
Pakistan’s export growth is constrained by inefficient
logistics and customs processes. The government can
boost exports by investing in modern infrastructure at
key ports such as Karachi and Gwadar, which handle
the bulk of the country’s exports.

6) Case Studies of Countries Successfully Expanding
Exports- Vietnam reduced tariffs, invested in trade
infrastructure, and improved the ease of doing
business, thereby expanding its exports, particularly
in textiles and electronics. Similarly, countries like
Japan, China, and India, through their Foreign Trade
Policies (FTP), have encouraged export development
in sectors such as pharmaceuticals, IT, and textiles.
These countries also offer incentives and lower trade
barriers, resulting in export sectors that are among
the largest in the world.

Boosting Export Innovation

To increase exports, Pakistan must invest in fostering
innovation within its industries. Focusing on value-added
products will allow Pakistan to move beyond reliance on
low-cost, raw material exports. The government should
prioritize R&D funding in key sectors such as textiles,
agriculture, and electronics to promote high-value-
added products. Partnerships between the government,
private sector, and academia can further strengthen
innovation efforts.
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Enhancing Global
Market Access

Developing trade infrastruc-
ture is crucial for integrating
Pakistan into the global
economy. Improvements in transportation networks,
digital trade platforms, and port modernization will
facilitate access to international markets. Reducing trade
logistics costs and ensuring timely deliveries will enhance
Pakistan’s competitiveness abroad.

Conclusion

Pakistan's exports are hindered by high tariffs and
bureaucratic hurdles. The country can enhance exports
by reducing trade barriers, lowering tariffs on industrial
inputs, and adopting a simplified tariff structure, which
would also help reduce bureaucratic delays. Minimum
tariffs on machinery, raw materials, and chemicals will
lower production costs for domestic industries,
particularly textiles and manufacturing, making Pakistani
products more competitive in global markets.

Pakistan has been unable to perform effectively in trade
facilitation due to underdeveloped trade policies.
Customs procedures also face major challenges,
including bureaucratic inefficiencies that cause delays,
increase costs, and reduce the competitiveness of
Pakistani exports. According to the World Bank, Pakistan’s
customs processes take an average of 6-7 days to clear,
compared to 2-3 days in countries like Singapore and the
UAE. The excessive time consumption is partly due to lack
of technological integration in customs processes,
reducing transparency and efficiency in trade facilitation.

Countries such as Vietnam have successfully expanded
exports through targeted reforms, including tariff
reductions, investments in trade infrastructure, and
improved ease of doing business, particularly in textiles
and electronics. Similarly, Japan, China, and India’s
adoption of Foreign Trade Policies (FTP) has encouraged
export development in sectors such as pharmaceuticals,
IT, and textiles. These countries also offer incentives and
lower trade barriers, helping their export sectors become
among the largest in the world.

Moreover, policymakers in Pakistan must prioritize export
growth as a central pillar of the country’s economic
development strategy. By implementing these reforms,
Pakistan can realize the economic benefits of increased
exports, including job creation, improved trade balance,
and long-term economic stability.
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