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Trade Development Authority of Pakistan  (TDAP)  is the primary agency for promotion of 

external trade of Pakistan. It was established in November, 2006, under a Presidential Ordinance to 

replace the Export Promotion Bureau. The TDAP falls within the administration of the Ministry of 

Commerce, Pakistan. 

 

World Trade Advisors  (WTA) is a consulting firm that provides advisory services to government 

institutions, trade regulatory authorities and private firms on foreign trade policy. The firm is based 

in Geneva and Islamabad. 
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positions or the policies  of the Government of Pakistan. The paper describes research by the 

authors and is issued to elicit comments for further discussion.  

  



 

 

iii  

J
u

n
e

 
1

,
 
2

0
1

2 

ABOUT THE AUTHORS 

Dr. Manzoor Ahmad is a Senior Fellow at the International Center for Trade and Sustainable 

$ÅÖÅÌÏÐÍÅÎÔȟ 'ÅÎÅÖÁȢ (Å ÐÒÅÖÉÏÕÓÌÙ ÓÅÒÖÅÄ ÁÓ 0ÁËÉÓÔÁÎȭÓ !ÍÂÁÓÓÁÄÏÒ ÔÏ 74/ȟ 'ÅÎÅÖÁ ÁÎÄ -ÅÍÂÅÒ 

(Customs) at the Federal Board of Revenue, Islamabad.  

Nadia Rehman is a graduate of Duke University, USA. After working for Microsoft Corporation 

(USA) for five years, she served at Pakistan Telecommunication Ltd. as General Manager, Planning 

and Development in Islamabad. In 2009 Nadia joined the Federal Government of Pakistan and was 

posted as the Commercial Counsellor to Prague.  

Sohaib Shahid is a Doctoral Candidate in International Economics at the Graduate Institute of 

International and Development Studies, Geneva. 

 

  



 

 

iv 

J
u

n
e

 
1

,
 
2

0
1

2 

ACKNOWLEDGEMENTS  

We would like to thank the Trade Development Authority of Pakistan for commissioning this report. 

We extend our gratitude to Mr. Tariq Iqbal Puri, Chief Executive TDAP, Mr. Mujeeb Ahmed Khan, 

Head of WTO Cell and Mr. Tippu Sultan, Head of Advisory Services, TDAP for their support.  

We are grateful to Mr. Zafar Mehmood, Secretary Commerce and Mrs. Rubina Athar, Joint Secretary 

Commerce for their guidance and valuable feedback in the preparation of this report.  

We would also like to thank Mr. Tahir Habib Cheema and Mr. Ali Akbar Zaidi of Pakistan Customs; 

Mr. Aftab Akbar, DG Railways and Captain Amjad Khan, Director, Ports and Shipping for providing 

hands-on information about their respective fields.   

We would also like to acknowledge the efforts of several TDAP liaison officers in organizing 

successful seminars in key chambers across Pakistan. We also like to thank Ahmed Fasih and Mr. Ali 

Jassim for their assistance with this report.  

Finally we are very grateful for the valuable time and input provided by various Chambers of 

Commerce and Industry and other businesses who participated in the survey and seminars.   



 

 

v 

J
u

n
e

 
1

,
 
2

0
1

2 

ACRONYMS 

 

ACU Asian Clearing Union 

AFTA ASEAN Free Trade Area 

AITEX Representative Agency of OEKO-TEX in Pakistan 

APLAC Asia Pacific Laboratory Accreditation Cooperation 

APTMA Pakistan Textile Mills Association 

ASEAN Association of Southeast Asian Nations 

ASTM American Society for Testing and Materials 

AVE Ad Valorem Equivalents  

BBB Behind the Border Barriers 

BIS Bureau of Indian Standards 

CBEC Central Board of Excise and Customs 

CCR Compulsory Customs Requirements 

CECA Comprehensive Economic Cooperation Agreement 

CEPII Centre de Recherche Spécialisé en Economie Internationale 

CKD Complete Knock Down 

CTH Change in Tariff Heading 

CVD Countervailing Duty 

DEPB Duty Entitlement Pass Book 

DG Director General 

DGAD Directorate General of Anti-dumping and Allied Duties 

DGFT Director General of Foreign Trade 

DGTO Director General of Trade Organizations 

DVA Domestic Value Added 

EDI Electronic Data Interchange 

EOU Export Oriented Units 

EPZ Export Processing Zones 

EU European Union 

FBR Federal Bureau of Revenue 

FCL Full Container Load 

FICCI Federation of Indian Chambers of Commerce and Industry 

FOB Free on Board 

FPCCI Federation of Pakistan Chambers of Commerce and Industry 

FSS Food Safety and Standards 

FSSAI Food Safety and Standards Authority of India 

FTA Free Trade Agreement 

GATT General Agreement on Tariffs and Trade 

GDP Gross Domestic Product 

GNP Gross National Product 

HS Harmonized System 

HS-code Harmonized System of classification 

ICRIER 
Indian Council for Research on International Economic 
Relations 

IMFS Indian Made Foreign Spirits 

INR Indian Rupee 

 



 

 

vi 

J
u

n
e

 
1

,
 
2

0
1

2 

ICI Imperial Chemical Industries 

ICP Integrated Checkpost 

ILAC International Laboratory Accreditation Cooperation 

ISO International Organization for Standardization 

ITC International Trade Centre 

KCCI Karachi Chamber of Commerce and Industry 

LC  Letters of Credit 

LDC Least Developed Country 

LPG Liquefied Petroleum Gas 

MFA Multi Fibre Arrangement 

MFN  Most-Favoured-Nation 

MINFAL Ministry of Food, Agriculture and Livestock 

MOU Memorandum of Understanding 

MRA Mutual Recognition Arrangement 

MT Metric Ton 

NATRIP National Automotive Testing and R&D Infrastructure Project 

NLC National Logistics Cell 

NLDCS Non-Least Developed Contracting State 

NSB National Standards Body 

NTB Non Tariff Barriers 

NTC National Tariff Commission 

OEKO-TEX 
International Association for Research and Testing in the 
Field of Textile Ecology 

OEM Original Equipment Manufacturer 

OLS Ordinary Least Squared 

PAAPAM 
Pakistan Association of Automotive Parts Accessories 
Manufacturers 

PFA Prevention of Food Adulteration 

PHO Port Health Officer 

PIA Pakistan International Airlines 

PKR  Pakistani Rupee 

POI Ordinance, Period of Investigation 

PRAL Pakistan Revenue Automation Ltd. 

PSI Pre-shipment Inspection 

PSQCA Pakistan Standards and Quality Control Authority 

PST Pacific Standard Time 

PTA Preferential Trade Agreement 

RCA Revealed Comparative Advantage 

RCVO Circuit Breakers with Integral Overcurrent Protection 

RMS Risk Management System 

RoO Rules of Origin 

RTA Regional Trade Agreement  

SAARC South Asian Association for Regional Cooperation 

SAFTA South Asian Free Trade Area 

SBN State Bank of Pakistan 

SEZ Special Economic Zones 

SGS Société Generale de Surveillance (Switzerland) 

SIMAP Surgical Instrument Manufacturers Association of Pakistan 



 

 

vii  

J
u

n
e

 
1

,
 
2

0
1

2 

SIMTEL Sialkot Material Testing Laboratory 

SOPs Standard Operating procedures 

SKD Semi Knock Down 

SPS Sanitary and Phyto-Sanitary 

SRO Statutory Rules and Order 

TBT Technical Barriers to Trade 

TCI Trade Complementarity Index 

TDAP Trade Development Authority Pakistan 

TPA Terephthalic Acid 

TPL Tariff Liberalization Programme 

TPR Trade Policy Review 

TT Telephonic transfer 

UN-COMTRADE United Nations Commodities Trade Statistics Database  

UNCTAD United Nations Conference on Trade and Development 

VAT Value Added Tax 

WHO World Health Organization 

WTO World Trade Organization 
 

  

  



 

 

viii  

J
u

n
e

 
1

,
 
2

0
1

2 

TABLE OF CONTENTS  
About the Authors ........................................................................................................................ iii 

Acknowledgements ......................................................................................................................iv 

Acronyms .................................................................................................................................... v 

I. Executive Summary .............................................................................................................. 1 

II. Overview Of the Study ...................................................................................................... 7 

III. Literature review................................................................................................................ 9 

IV. Bilateral Trade Potential .................................................................................................. 11 

V. Tariff Regime of India ...................................................................................................... 14 

VI. Non Tariff Barriers ........................................................................................................... 17 

VII. Non Tariff Barriers by Sector ........................................................................................... 35 

VIII. NTBs due to Port Infrastructure & Bilateral Transport Protocol ........................................ 53 

IX. Interactive Seminars at Chambers of Commerce and Industry . ...................................... 61 

X. Bilateral Trade Facilitation Protocols ............................................................................... 65 

XI. Trade Defense Measures ................................................................................................ 68 

XII. Policy Recommendations ................................................................................................ 71 

XIII. Impact of Indiaôs RTAs on Pakistan ................................................................................. 75 

XIV. Future Research ............................................................................................................. 78 

XV. References ...................................................................................................................... 79 

XVI. Appendices ..................................................................................................................... 82 

 

  



 

 

ix 

J
u

n
e

 
1

,
 
2

0
1

2 

List of Figures  

 

FIGURE 1: HIGH POTENTIAL PRODUCTS WITH NET RCA > 1 AND INDICATIVE POTENTIAL > US $ 1 MILLION 2 

FIGURE 2: TREND OF BILATERAL TRADE BETWEEN INDIA AND PAKISTAN 11 

FIGURE 3: DEPRECIATION OF THE PAKISTANI RUPEE VS. THE INDIAN RUPEE 11 

FIGURE 4: HIGH POTENTIAL EXPORTS (AGGREGATED PRODUCTS WITH NET RCA >1, INDICATIVE POTENTIAL <1 MIL)

 13 

FIGURE 5: TREND OF AVERAGE APPLIED MFN RATES FOR PAKISTAN AND INDIA 14 

FIGURE 6 AND 7: COMPARISON OF SAFTA SENSITIVE LISTS OF INDIA AND PAKISTAN 15 

FIGURE 7: PIE CHART COMPARISON OF SAFTA SENSITIVE LISTS OF INDIA AND PAKISTAN. 15 

FIGURE 8:  INDIAN STANDARDS FOR MEDICAL DEVICES 24 

FIGURE 9:  INDIAN STANDARDS FOR AUTOMOTIVE AND PARTS 24 

FIGURE 10: INDIAN STANDARDS FOR CHEMICALS 25 

FIGURE 11:  INDIAN STANDARDS FOR TEXTILES (INCLUDING GRAPHS) 25 

FIGURE 12 : INDIA IMPORT INSPECTION FLOW FOR PLANTS AND PLANT MATERIALS 27 

FIGURE 13: TREND OF EXPORT OF SODA ASH FROM PAKISTAN TO INDIA 33 

FIGURE 14: TREND OF EXPORTS OF SURGICAL INSTRUMENTS FROM PAKISTAN TO INDIA 35 

FIGURE 15: TREND OF INDI!Ω{ ¢9·¢L[9 Lathw¢{ 38 

FIGURE 16 TREND OF Ib5L!Ω{ ¢9·¢L[9 LathwTS FROM SAARC COUNTRIES 38 

FIGURE 17: TOP POTENTIAL TEXTILE EXPORTS TO INDIA, 39 

CLD¦w9 му t!YL{¢!bΩ{ PRODUCTION CAPACITY AND EXPORT OF CEMENT (MILLION METRIC TONNES) 41 

FIGURE 19: TREND OF IMPORT OF MANDARINS IN INDIA 43 

FIGURE 20: RETAIL PRICE OF WHEAT IN DELHI AND LAHORE 44 

FIGURE 21: RETAIL PRICE OF RICE IN DELHI AND LAHORE 45 

FIGURE 22: TREND OF EXPORT OF CHEMICALS FROM PAKISTAN TO INDIA 46 

FIGURE 23: COMPETING SUPPLIERS FOR FANS TO THE INDIAN MARKET 50 

FIGURE 24: LOGISTIC PERFORMANCE INDEX 53 

FIGURE 25: BURDEN OF CUSTON PROCEDURES, WEF 53 

FIGURE 26: NUMBER OF CONSIGNMENTS EXPORTED THROUGH WAGAH 54 

FIGURE 27: FLOW CHART OF MOVEMENT OF TRUCKS AT WAGAH 56 

FIGURE 28: CONSIGNMENTS AT SAMJHOTA EXPRESS 57 

FIGURE 29: NO. OF CONSIGNMENTS AT THE INTERCHANGE 58 

FIGURE 30: AVERAGE NUMBER OF INTERCHANGES BETWEEN INDIA AND PAKISTAN PER MONTH. 58 

FIGURE 31: NUMBER OF CONSIGNMENTS AT KARACHI PORT 59 

FIGURE 32: TREND OF EXPORTS AFTER LIBERALIZATION OF SHIPPING PROTOCOL 60 

FIGURE 33: PAKISTANI EXPORTS TO SRI LANKA AS A PERCENTAGE OF INDIAN EXPORTS TO SRI LANKA 77 

FIGURE 34: PAKISTANI EXPORTS TO BANGLADESH AS A PERCENTAGE OF INDIAN EXPORTS TO BANGLADESH 77 

FIGURE 35: CURRENT EXPORTS TO INDIA, 2010 82 

FIGURE 36: POTENTIAL EXPORTS TO INDIA: US$ 2.7 BILLION 83 

FIGURE 37: POTENTIAL EXPORTS OF MAJOR ITEMS TO INDIA BASED ON INDUSTRY ESTIMATES 83 

FIGURE 38: EXPORT PROFILE AT WAGAH 99 

FIGURE 39: EXPORT PROFILE AT KARACHI PORT 99 

FIGURE 40: EXPORT PROFILE AT THE INTERCHANGE 100 

FIGURE 41: EXPORT PROFILE AT SAMJHOTA EXPRESS 100 

 

file:///C:/Users/SS/Desktop/Report_03.07.12%20rev.docx%23_Toc329112259


 

 

x 

J
u

n
e

 
1

,
 
2

0
1

2 

List of Tables  

 

TABLE 1: TRADE COMPLEMENTARITY INDE· Chw t!YL{¢!bΩ{ 9·tORTS TO INDIA ...................................................... 13 

TABLE 2: DUTIES APPLIED AS PER CUSTOMS TARIFF ACT ............................................................................................. 20 

TABLE 3: EFFECTIVE TARIFF INCLUDING ADDITIONAL DUTIES ...................................................................................... 21 

TABLE 4: IMPORT POLICY OF INDIA FOR AUTOMOTIVE PARTS, 2009-2013 ................................................................. 48 

TABLE 5: LIST OF RTAS SIGNED BY INDIA ...................................................................................................................... 75 

TABLE 6: FK INDICES OF IMPORT SIMILARITY ............................................................................................................... 76 

TABLE 7: TOP EXPORTS TO INDIA (2011) ...................................................................................................................... 84 

TABLE 8: TOP IMPORTS FROM INDIA (2011)................................................................................................................. 84 

TABLE 9: FASTEST GROWING INDUSTRIAL EXPORTS TO INDIA, 2007-2011 ................................................................. 85 

TABLE 10: FASTEST GROWING INDUSTRIAL IMPORTS FROM INDIA, 2007-2011 .......................................................... 85 

TABLE 11: FASTEST GROWING AGRICULTURAL EXPORTS TO INDIA, 2007-2011 .......................................................... 86 

TABLE 12: FASTEST GROWING AGRICULTURAL IMPORTS FROM INDIA, 2007-2011 .................................................... 86 

TABLE 13: IMPORT POLICY OF INDIA ON HIGH POTENTIAL EXPORTS FROM PAKISTAN, 2009-2013 ............................ 87 

TABLE 14 IMPORT POLICY OF INDIA FOR HIGH POTENTIAL AGRICULTURAL PRODUCTS, 2009-2013 .......................... 88 

TABLE 15 IMPORT POLICY OF INDIA ON HIGH POTENTIAL TEXTILES, 2009-2013 ......................................................... 89 

TABLE 16: IMPORT POLICY OF INDIA FOR LAWN TEXTILES, 2009-2013 ........................................................................ 89 

TABLE 17: SPS LEGISLATION IN INDIA, 2011 ................................................................................................................. 90 

TABLE 18: EMISSION STANDARDS FOR TWO WHEELERS .............................................................................................. 91 

TABLE 19: MANDATORY STANDARDS IMPOSED BY BUREAU OF INDIAN STANDARDS (BIS) ........................................ 92 

TABLE 20: BIS LICENSE FEE STRUCTURE, FOR FOREIGN MANUFACTURERS CERTIFICATION SCHEME (1999) AND 

AMENDMENTS (2007) APPLICABLE TO CEMENT MANUFACTURERS ................................................................... 94 

TABLE 21: VARIABLES USED IN THE GRAVITY EQUATION ........................................................................................... 143 



 

 

J
u

n
e

 
1

,
 
2

0
1

2 

1 

I.  EXECUTIVE  SUMMARY 
 

Over the last three decades, countries around 

the world have been successfully integrating 

themselves into regional economic blocks 

thus creating new trade flows and in the 

process bringing unmatched prosperity and 

peace to their regions. With the stagnation of 

the multilateral trade liberalization process 

under the Doha Development Agenda, this 

process of regional and bilateral trade 

integration gained momentum. South Asia 

was initially slow to adapt, however, the last 

decade saw this trend changing. Sri Lanka and 

Bangladesh did it at a relatively faster pace 

×ÈÉÌÅ 0ÁËÉÓÔÁÎȭÓ ÅÆÆÏÒÔÓ ÁÔ ÒÅÇÉÏÎÁÌ ÉÎÔÅÇÒÁÔÉÏÎ 

were much slower. 

Pakistan has to catch up and quickly adjust 

itself to the changing economic scenario. Like 

other successful countries, it has to build on 

its regional trade. By officially designating 

ςπρς ÁÓ ÔÈÅ Ȱ9ÅÁÒ ÏÆ 2ÅÇÉÏÎÁÌ 4ÒÁÄÅ Ánd 

Economic ConnectiÖÉÔÙȱȟ ÁÎÄ ÔÁËÉÎÇ Á ÎÕÍÂÅÒ 

of concrete steps for normalizing trade with 

India, the Government of Pakistan has shown 

its commitment towards achieving this goal.  

In this connection, the Trade Development 

Authority of Pakistan asked us to undertake 

the following two inter -related projects:  

First, to undertake a study to:  

i. ÁÓÓÅÓÓ ÔÈÅ ÐÏÔÅÎÔÉÁÌ ÏÆ 0ÁËÉÓÔÁÎȭÓ 

exports to India 

ii. understand barriers (tariff and non 

tariff) that currently restrict exports 

from Pakistan 

iii.  assist the Government of Pakistan in 

its efforts to negotiate removal of non-

tariff barriers (NTBs) within 2012  

iv. facilitate the Government of Pakistan 

in its objective of making the year 

ςπρς Á ȰYear of Regional Trade and 

Economic Connectivityȱ.  

Second, to conduct as series of seminars in all 

major cities across the country to share the 

salient features of the study and to explain 

how Pakistani exporters can benefit from 

those opportunities. 

The Study 

As per the terms of reference, the study 

presents the following: 

¶ Overall potential of trade between India 

and Pakistan 

¶ High potential exports of Pakistan to India  

¶ Tariff regime of India 

¶ Non-Tariff barriers on exports from 

Pakistan based on the following: 

 

i. Survey of exporters & associations 

of high potential products 

ii. Interviews of business delegations 

from both countries 

iii.  Interviews of government officers 

from the Federal Board of 

Revenue, Ministries of Railways, 

Ports and Shipping, Commerce and 

Pakistan Standards and Quality 

Control Authority  

iv. A preliminary assessment of 

infrastructure at road, railway 

(Samjhota Express, Interchange) 

and sea ports  

v. Desk research 

 

¶ Bilateral Trade Facilitation Protocols 

¶ Trade Defense Measures 

¶ Recommendations 

 

The Seminars 

Based on findings of the report, a series of 

interactive seminars were conducted at 10 

major Chambers of Commerce and Industry 

across Pakistan. These seminars were 

attended by over 1000 prominent 

businessmen including manufacturers and 

traders. 
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The main focus of seminars was to explain 

why it was important to normalize trade with 

India and how Pakistani exporters can benefit 

from the new market access opportunities.  

During these interactive seminars, salient 

features of the Study were also shared with 

the participants and particular attention was 

paid to the following issues: 

i. Estimate of high potential exports  

ii. The tariff regime of India and its 

implications on exports from Pakistan. 

iii.  An overview of non-tariff barriers and 

the efforts being made to address 

them 

iv. The bilateral trade facilitation 

protocols signed in February 2012.  

v. Future road map for normalization of 

trade 

A brochure relating to Trade Defence 

Measures was also prepared and distributed. 

The brochure explained how the businesses 

being adversely affected by unfair trade or 

flooding of goods in the Pakistani market can 

approach the National Tariff Commission for 

their redressal. 

 

I.1 KEY FINDINGS 

Following are the key findings of this Study. 

I.1.1. HIGH POTENTIAL EXPORTS TO 

INDIAN MARKET  

It is estimated that the current trade of US 

$2.6 billion can increase at least fourfold 1. 

7ÈÉÌÅ 0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔÓ ÏÆ 53 Α ςτψȢρτ 

million are rather low, it has a potential to 

export at least ten times more.  

Pakistan has a positive net Revealed 

Comparative Advantage (RCA) in a number of 

                                                             

1 KCCI 1996, FICCI 2003, Batra 2004, Baroncelli 2006, 
SBP 2006. 

sectors particularly in textiles and clothing 

where it has an advantage in 354 out of 654 

tariff lines as compared to India.2 Other key 

products/sectors in which it can gain export 

markets are agriculture (especially fresh fruit 

and ethanol), cement, light engineering goods 

such as fans, washing machines, surgical and 

sports goods, leather products, cutlery, plastic 

goods; and certain chemicals.  

The following figure gives a summary of high 

potential exports to India.3 A detailed list may 

be found in the Appendix. 

FIGURE 1: HIGH POTENTIAL PRODUCTS WITH NET RCA > 1 

AND INDICATIVE POTENTIAL > US $ 1 MILLION. (AT HS 6, 

ONLY QUALIFYING PRODUCTS HAVE BEEN AGGREGATED 

INTO SECTORS)   

 

Source: Authorsȭ calculations based on data from UN COMTRADE, 
2010.  

                                                             

2 Positive Net Revealed Comparative Advantage. 
3This analysis excludes Light Petroleum Distillates (base 
oil, naptha etc.) which show an indicative potential of US 
$ 1.16 Billion. 
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Figures show a total indicative potential of US 

$ 2.13 billion for products in which Pakistan 

has a positive net RCA over India.  

Major manufacturers were of the view that if 

all tariff and non-tariff barriers were removed, 

their exports of major products could exceed 

US $3.7 billion. These estimates included 

raising of exports of cement to over US $ 1 

billion , textiles US $ 1.5 billion, light 

engineering (surgical, fans, sports goods, 

cutlery etc) US $ 200 million, chemicals US $ 

200 million and agricultural products US $800 

million. No studies were cited in support of 

these estimates but it was explained to us that 

these figures were based on their potential 

manufacturing capacity and demand in India. 

I.1.2. TARIFF REGIME OF INDIA 

While India has been gradually reducing its 

tariffs over the last two decades and the 

average applied MFN tariff currently stands at 

12 per cent, the tariff regime is still complex. 

Import taxes are high in sectors of interest to 

Pakistan, namely textiles and agriculture.  

Para-tariff measures further increase the 

effective applied duty rates. While the average 

MFN customs duty rate is 12%, with para-

tariffs it becomes 25.6% on average. In 

general, rates increase twofold for textiles and 

clothing and threefold for chemicals and 

cement from the average applied MFN rate.  

Key observations are as follows: 

¶ Composite taxes are levied on certain 

textiles and clothing. Composite tariffs are 

applied on 685 tariff lines of textiles and 

clothing. If Ad Valorem Equivalents 

(AVEs) are included in the tariff analysis, 

the average protection increases from 9.6 

to 16.2 per cent for textiles and 10 to 25.7 

per cent for clothing. In some cases (e.g. 

shawls, scarves exceeding 60 cm) tariffs 

are very high. These duties do not include 

para tariffs. 

 

¶ )ÎÄÉÁȭÓ ÔÁÒÉÆÆ ÒÅÇÉÍÅ ÐÒÏÔÅÃÔÓ ÁÇÒÉÃÕÌÔÕÒÅȢ  

Average tariff protection for agricultural 

products in 2010/11 was considerably 

high at 33.2%, as compared to 

manufactured products at 8.9%.  About 

57% of agricultural goods bear tariffs of 

30%. A wide spread between bound 

(10%-300%) and applied tariff rates 

(0%-150%) for many agricultural 

products leads to frequent fluctuations in 

tariffs and acts as an impediment to trade. 

The variability in tariffs is noticeably 

marked in the case of food staples 

including rice and sugar. 

 

¶ )ÎÄÉÁȭÓ ÔÁÒÉÆÆ ÒÅÇÉÍÅ ÐÒÏÍÏÔÅÓ tariff 

escalation. Tariffs for semi-manufactures 

are lower compared to processed goods. 

This provides cheaper inputs to the 

manufacturing industry. Moreover, 

various import duty concessions are 

granted for intermediate goods under 

different export and investment 

promotion schemes.  While this provides a 

potential venue for exports from Pakistan, 

it was suggested by local manufacturers 

(especially in the automotive parts and 

surgical equipment sectors) that exports 

of intermediate goods should be regulated 

in order to support the local 

manufacturing industry. 

 

¶ India will reduce tariffs to 0 to 5 per cent 

on all products except those on the 

Sensitive List, as per its commitments as a 

non-LDC member of SAFTA, by 2013. 

However the impact on Pakistan will be 

limited as textiles and agriculture are 

ÐÒÏÔÅÃÔÅÄ ÂÙ )ÎÄÉÁȭÓ 3ÅÎÓÉÔÉÖÅ ,ÉÓÔȢ 

 

¶ )ÎÄÉÁȭÓ 3ÅÎÓÉÔÉÖÅ ,ÉÓÔ ÐÒÏÔÅÃÔÓ Á ×ÉÄÅ ÒÁÎÇÅ 

of textiles and agriculture products. At HS 

level 6, 30 per cent of ÔÈÅ ÉÔÅÍÓ ÏÎ )ÎÄÉÁȭÓ 

sensitive list are agricultural while 34 per 

cent are textile products. The 

corresponding figures for Pakistan are 4 

per cent and 24 per cent respectively.  
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¶ India also imposes para tariff measures 

such as CVD and educational cess which 

substantially raise the effective duty rates. 

The para-tariffs  are levied in lieu of 

domestic taxes on imports to give a level 

playing field to local producers. However, 

as in the case of sales tax and withholding 

income tax for imports in Pakistan, these 

taxes are also adjustable for 

manufacturers. 

 

¶ India has the most protective tariff regime 

for Pakistan in the SAARC region. India 

has an FTA with Nepal, Bhutan and Sri 

Lanka and a PTA with Afghanistan. Being 

an LDC, Bangladesh also gets deeper 

preferential treatment under SAFTA. 

NON TARIFF BARRIERS FACED BY 

PAKISTANI EXPORTERS 

Wagah/Attari is presently the only land route 

through which trade is permitted between the 

two countries although they share over 1800 

miles long border. While the working hours 

have recently been extended, this single route 

is insufficient to meet the increasing trade 

flows. Also exporters from other provinces 

find it difficult and expensive to export 

through this route. Further bilateral protocols 

of rail and truck movement are very 

restrictive and repose considerable 

discretionary powers in government officials 

thus resulting in arbitrary stoppages and 

delays. 

There are also serious problems of 

infrastructure such as lack of computerized 

weigh bridges, scanners, cranes, transport 

vehicles, cold storage chains and other port 

infrastructure on both sides. With the recent 

inauguration of the integrated check post at 

the Indian side on Wagah, the Pakistani side 

will also have to expedite the development of 

infrastructure to facilitate t rade.  

Lack of harmonization and non acceptance of 

standards in particular for agricultural 

produce and textiles is a major barrier. While 

a mutual recognition agreement has been 

signed by the two countries for harmonization 

of standards, for the time being it only covers 

one commodity (cement).  

Non-existence of trade-related services 

including direct banking channels, direct 

shipping lines, courier service and mobile 

roaming facility also hamper the flow of 

goods. 

Other major issues are multiple 

documentation, lengthy procedures; manual 

processing and lack of use of information 

technology, lack of transparency and 

consistency and primitive cargo handling 

procedures. 

Arbitrary Customs procedures including 

application of minimum Customs value, 

compulsory requirement of pre-shipment 

inspection for certain items, import permits 

and original SPS certificates for agricultural 

products, checking by multiple agencies and 

bureaucratic hurdles are some of the other 

problems. 

One of the most difficult problems is getting 

visa for multiple cities and multiple visits. 

I.2 RECOMMENDATIONS 

The following issues need to be addressed 

simultaneously and on priority.   

1. Lowering of tariff barriers through 

negotiations of SAFTA concessions on 

ÉÔÅÍÓ ÏÆ 0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔ ÉÎÔÅÒÅÓÔ ÉÎ 

particular textiles, light engineering and 

agricultural goods. 

 

2. Prompt removal of non-tariff barriers 

including the following: 

i. Transport Protocol: 

¶ Open all routes that were previously 

in operation before 1965. For 

example: 
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5 
¶ Munabao-Khokharapar rail 

route to link Karachi with 

Mumbai 

¶ Sahiwal-Fazilka to connect the 

Southern parts of Punjab 

¶ Lahore-Patti road 

¶ Kasur-Firozpur road 

¶ Provide direct shipping routes to east 

and south India. 

¶ Allow direct transportation from all 

existing dry ports without the 

requirement of rechecking at the port 

of exit. 

¶ Allow warehouse to warehouse 

shipment in order to address yard 

capacity issues at the port. 

¶ Allow containerized shipment at land 

ports. 

¶ Improve the bilateral railway SOPs to 

allow 8 wheeler train wagons and 

more than one interchange a day. 

¶ Allow vehicles to carry full container 

loads. 

ii.  Port Infrastructure:  

¶ Upgrade infrastructure (including 

covered sheds, automated handling, 

cold storage, weighbridges, fork lifters 

etc.) at all ports. Also develop an ICP at 

the railway port. 

¶ Provide electronically generated 

reports for scanners and weighbridges 

so they may be used as evidence in 

case of disputes on quantities 

exported. 

¶ Provide auxiliary services at ports for 

faster clearance. 

¶ Establish bank branches of each 

ÏÔÈÅÒȭÓ ÃÏÕÎÔÒÉÅÓ at ports. 

iii.  Standards: 

¶ Establish a single point of enquiry for 

TBT and SPS regulations. Changes 

should be disseminated through a 

subscription system. 

¶ Establish certification, inspection and 

textile laboratories at ports. 

¶ PSQCA may be allowed to issue 

certif icates and conduct inspections 

on behalf of BIS. 

¶ Training may be offered for packaging 

and labeling requirements via online 

tutorials. 

¶ Extend the MRA signed in February 

2012 to remove the requirement of 

establishing a branch office in India to 

get BIS certification. 

¶ Certificates of third part international 

laboratories e.g. SGS may be accepted. 

iv. Clearance procedures: 

¶ Allow electronic issuance of SPS, Rules 

of Origin and SAFTA certificates in a 

mutually recognized format.  

¶ Enforce best practices identified in 

electronic risk management system 

ɉ2-3Ɋȟ ÉÎÃÌÕÄÉÎÇ ÏÐÅÎÉÎÇ Á ȰÇÒÅÅÎ 

ÃÈÁÎÎÅÌȱ ÆÏÒ ÒÅÌÉÁÂÌÅ ÉÍÐÏÒÔÅÒÓ ÁÔ ÌÁÎÄ 

ports. 

¶ Develop inter-Customs SOPs to 

address classification and valuation 

issues. 

¶ Create an automated mapping of HS 

codes at level 8 to address 

classification issues. 

¶ Make Customs SOPs available 

electronically. 

¶ Encourage data sharing between 

Customs. 
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¶ Accept copies of the SPS certificate for 

fast clearance of perishables without 

waiting for the original to arrive via 

courier. 

v. Visa Facilitation: 

¶ There should be no restrictions of 

cities and visas should be for multiple 

visits. 

¶ Till the establishment of a more 

facilitative mechanism, visas should be 

allowed on the recommendations of 

the Chambers of Commerce and 

Industry. 

¶ Additional visa processing offices 

should be opened. There should be a 

visa office at Karachi, Lahore and 

Faisalabad. 

¶ Single day permits may be issued to 

businessman for meetings in a 

designated area. 

vi. Other: 

¶ Open direct courier services. 

¶ Allow opening of bank branches of the 

other country. 

3. Prompt harmonization of the following 

non-tariff barriers:  

¶  SPS requirements for agricultural 

products (vegetables, fruit, vegetable oils 

and packaged halal foods) 

¶ Customs SOPs for import of agricultural 

products 

¶ Pre-shipment test requirements for 

textiles 

¶ Certification requirements for cement 

¶ Labeling and packaging requirements for 

all packaged commodities including food 

products 

¶ Labeling requirements for textiles 

¶ Standards requirements for automotives 

including two wheelers 
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II.  OVERVIEW OF THE STUDY 
 

Section I is an overall Executive Summary 

which highlights the background for 

normalization of trade and the terms of 

reference of the Study. It provides an 

overview of the seminars and key findings of 

this study. It also summarizes key 

Recommendations for further work. 

Section III gives a review of some of the more 

important papers published on the topic. In 

particular, key findings of Bin Najib, Baig and 

Ansari (2012), Nabi (2011 and 1996), Khan 

and Tabish (2011), Hussain (2011), Taneja 

(2011 and 2007), and Naqvi and Schuler 

(2007) have been summarized. 

Section IV of the paper presents an estimate of 

potential bilateral trade based on Gravity 

model. It further identifies Trade 

Complementarity and Export Profile, high 

potential exports to India based on RCA and 

Indicative Market Potential.  

Section V delineates the tariff regime of India 

and focuses on agriculture, implications of 

composite tariffs on textiles, tariff escalations 

and tariff regime for sensitive items under 

SAFTA. This section gives an overview of 

SAFTA and explains why tariff concessions 

agreed under this Agreement are of limited 

benefit to Pakistan. Section V also refers to 

0ÁËÉÓÔÁÎȭÓ ÉÓÏÌÁÔÉÏÎ ×ÉÔÈÉÎ 3!&4!Ȣ 

Section VI is about Non-Tariff Barriers in 

general and how they restrict exports from 

Pakistan. It gives the details of the survey 

conducted to ascertain the nature of NTBs and 

lists the major NTBs pointed out by potential 

exporters. It gives details of Customs 

regulations and procedures, rules of origin, 

standards, additional taxes and such other 

NTBs that restrict exports from Pakistan. 

Section VII presents an overview of sector 

wise non tariff barriers that are of particular 

importance for Pakistani exporters. These 

include surgical goods, textiles, ethanol, 

cement, metal scrap and agricultural products. 

Section VIII highlights tariff barriers due to 

port infrastructure and bilateral transport 

protocols. This section explains location-

based NTBs such as those at Wagah, Karachi 

and via Railroad (Samjhota Express & 

Interchange Train). Procedural problems 

faced by exporters at Wagah have been 

explained in details 

 Section IX gives a summary of the 10 

seminars conducted at major Chambers of 

Commerce and Industry throughout Pakistan. 

It also highlights major concerns raised at 

various Chambers. 

Section X describes the efforts made by the 

Governments of Pakistan thus far to address 

NTBs, including the bilateral trade facilitation 

protocols signed in February 2012.  

Section XI explains salient features of legal 

instruments (anti-dumping; anti-subsidy and 

safeguard rules) available to address any 

unfair practices and how the affected parties 

can approach the National Tariff Commission 

for redressal of their grievances. 

Section XII outlines policy recommendations 

and how an integrated approach for reducing 

tariff and non-tariff barriers could be used to 

achieve the desired results. 

Section XIII gives the impact ÏÆ )ÎÄÉÁȭÓ ÃÕÒÒÅÎÔ 

and potential bilateral free trade agreements 

ÏÎ 0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔÓȢ 

Section XIV suggests a roadmap for future 

research and also gives the status of the 

various targets achieved so far. 

Section XV provides the list of references used 

in this Study. 

Finally, some key information which was 

either used for this Study or was generally 
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8 
found to be useful has been incorporated in 

various Appendices. These include current 

profile of exports to India, total indicative 

potential of exports, major exports and 

imports, fastest growing exports and imports, 

import policy of India for high potential 

exports, legislation for Standards & 

Certifications In India, exports profiles at 

ports, summary of  NTBs by sector and by 

port, high potential exports,  list of products 

with minimum export price, list of items 

ÉÍÐÏÒÔÁÂÌÅ ÔÈÒÏÕÇÈ 7ÁÇÁÈȟ 0ÁËÉÓÔÁÎȭÓ 

ÓÅÎÓÉÔÉÖÅ ÌÉÓÔ ÕÎÄÅÒ 3!&4!ȟ )ÎÄÉÁȭÓ ÓÅÎÓÉÔÉÖÅ 

list of non-LDCs, details of gravity equation 

and a sample of the survey form.
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III.  LITERATURE REVIEW  
 

In a recent Punjab Board of Investment and 

Trade (PBIT) Working Paper on Pakistan-

India trade potential by Bin Najib, Baig and 

Ansari (2012), the authors give a summary of 

various aspects of Pak-India trade including 

tariff and non-tariff barriers to trade; 

opportunities for Pakistani exports; general 

fears of the local industry, and specifically lists 

the opportunities and threats for Agriculture, 

Cotton & Textile, Manufacturing Automobile 

and Pharmaceutical sectors. The paper 

ÃÏÎÃÌÕÄÅÓ ÔÈÁÔ ÏÖÅÒÁÌÌ 0ÁËÉÓÔÁÎȭÓ ÅÃÏÎÏÍÙ 

would benefit from opening trade with India 

and that the fear of being over-run by cheaper 

)ÎÄÉÁÎ ÃÏÍÍÏÄÉÔÉÅÓ ×ÁÓ ÕÎÆÏÕÎÄÅÄ ÁÓ )ÎÄÉÁȭÓ 

industry is considerably less competitive than 

#ÈÉÎÁȭÓȢ 

Amongst numerous other studies on the 

subject, one of the notable one is that of Nabi 

(2011). The author examines regional trade in 

ÔÈÅ ÃÏÎÔÅØÔ ÏÆ 0ÁËÉÓÔÁÎȭÓ ÏÖÅÒÁÌÌ ÅÃÏÎÏÍÉÃ 

objectives, and promotes a view of India as a 

possible significant export market. The author 

also presents some sectoral case studies, such 

as the role of trade in accessing the Indian 

technical expertise in the pharmaceuticals. 

The same author in a 1996 study concludes 

that treating India at par with the WTO-GATT 

signatories would make Pakistan consistent 

with the rules and regulations that govern the 

74/Ȣ $ÏÉÎÇ ÓÏ ×ÏÕÌÄ ÉÍÐÒÏÖÅ 0ÁËÉÓÔÁÎȭÓ 

access to the global market. Tariffs need to be 

reformed to ensure that Pakistani producers 

do not suffer negative protection vis-à-vis 

Indian competitors. The author suggests the 

opening of more land border crossings, ease 

of visa restrictions, and tightening of customs 

administration. The author further proposes 

ÔÈÁÔ Á ȬÓÔÏÐ-ÇÏȭ ÒÅÌÁÔÉÏÎÓÈÉÐ ÂÅÔ×Åen the two 

countries should be avoided at all costs, as 

this would damage business confidence. 

Khan and Tabish (2011) in a joint 

TDAP/SAARC study propose policy options to 

decision makers in both countries. They 

discuss the issue of non-tariff barriers in India 

and the previous denial of MFN status by 

Pakistan. The study also offers short-term and 

medium-term remedial options, covering 

trade facilitation, infrastructure, government 

policy and other areas of bilateral 

cooperation. The paper also outlines the 

potential gains based on empirical 

investigation by researchers and proposes 

means to enhance bilateral trade between the 

two countries. 

Husain (2011) highlights how greater trade 

with India offers an immediate and rich 

possibility of economic growth for both 

Pakistan and India. The author stresses that 

the Pakistani economy can hugely benefit if 

better trade relations with India were 

established, mainly via the positive impacts to 

the private sector. This paper analyses, by key 

sectors, some of the challenges and benefits 

greater trade with India would create. The 

author mentions several empirical studies and 

concludes that India-Pakistan enhanced trade 

would lead to a win-win situation. The author 

lists some rules and regulations that inhibit 

trade, and concludes that both countries 

should reactivate SAFTA and agree on a 

phasing out of the sensitive list (of items that 

each country deems important for its 

economy) over the next few years. According 

to the author, a restrictive list would nullify all 

the potential gains of preferential trade 

access. The countries should also promote 

trade facilitation through expeditious border 

crossings; streamlining of documentation 

requirements; coordination of border 

agencies; quick customs clearance; 

improvement of electronic data interchange; 

telecommunication; and transport links; 

creation of new shipping protocols and easing 

of visa restrictions for businessmen,  The 

author also suggests the harmonization of 

legal regulations for investor protection, 
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contract and intellectual property rights 

enforcement, and labor relations. 

Taneja and Kalita (2011) suggested that the 

most important step towards enhancing trade 

would be to adopt the MFN principle, as the 

current policy inhibits trade, lacks 

transparency and leads to high transaction 

costs. In a previous study Taneja (2007) 

identifies the bilateral trade possibilities and 

non-tariff barriers between India and 

Pakistan. Using the potential trade approach, 

the study finds that the export potential from 

India to Pakistan is to the tune of US$ 9.5 

billion while that from Pakistan to India is US$ 

2.2 billion. The author also indicates that the 

imposition and application of standards in 

India was perceived as a major non-tariff 

barrier by Pakistani exporters. The study 

found that even though the TBT and SPS 

measures are not discriminatory across 

trading partners, Pakistani exports to India 

are surely affected by these. Pakistan has an 

export interest in textiles and agricultural 

products which also happen to be sectors 

where import restrictions/standards are most 

rigorously applied by India. It also found that 

due to a restrictive visa regime only selected 

traders have access to trade-related 

information. Thus lack of transparency, 

market imperfections and information 

asymmetries on both sides raise transaction 

costs and restrict market access for several 

other aspiring traders. 

Naqvi and Schuler, editors in a World Bank 

ÐÕÂÌÉÃÁÔÉÏÎ ɉ*ÕÎÅ ςππχɊ ÏÎ Ȱ4ÈÅ #ÈÁÌÌÅÎÇÅÓ 

and Potential of PakistanɀIndia Trade, draw 

upon a series of papers on PakistanɀIndia 

trade and link them thematically from a more 

general overview to impact on specific 

sectors. While giving reasons for the low trade 

volume, they cite three main reasons: political 

tensions, the use of import-substitution 

policies to promote industrialization, and, in 

contrast to other regions of the world, 

relatively little commitment to regional 

integration.  In other papers in the 

publication, various authors discuss several 

related issues such as quantification of 

informal trade between the two countries 

which is estimated at US$545 million; the 

trade cost of bilateral animosities through a 

standard gravity model; the welfare 

implications of bilateral trade and free trade 

in the context of SAFTA and impact of 

normalization of trade on textiles, light 

engineering, chemicals and agriculture. 
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IV.  BILATERAL TRADE POTENTIAL  
 
FIGURE 2: TREND OF BILATERAL TRADE BETWEEN INDIA 

AND PAKISTAN 

 

Source:  Authors calculations based on UN COMTRADE 
statistics and PRAL data  

In 2011, bilateral trade between the two 

countries was US $ 2.6 bÉÌÌÉÏÎȢ )ÎÄÉÁȭÓ ÅØÐÏÒÔÓ 

represented 88 per cent of trade.  

Once trade is normalized between the two 

countries, studies suggest that potential trade 

could be in the region of US $10-11 billion. 4 

Informal trade between the two countries is 

estimated to be anywhere from US $ 500 

Million to US $ 2 Billion. 5 Trade normalization 

will also formalize informal  trade leading to a 

reduction in transport costs, more tax revenue 

and higher gains from trade for both 

countries. 

Geographical proximity gives Pakistan an 

edge over its competitors in the Indian 

market. Pakistani exporters will also be able 

ÔÏ ÔÁÐ ÉÎÔÏ )ÎÄÉÁȭÓ ÂÕÒÇÅÏÎÉÎg middle class 

estimated at 330 million. 

Pakistani exporters can also benefit from the 

substantial depreciation of the Pakistani 

Rupee (PKR) against the Indian Rupee (INR) 

in the past few years. As shown in Figure 3, 

the PKR depreciated by 34% since February 

                                                             

4 KCCI 1996, FICCI 2003, Batra 2004, Baroncelli 2006, 
SBP 2006 
5 Taneja (2011) 

2007. Pakistani exporters can take advantage 

of this trend, which means that today the real 

value of Pakistani exports to India would be 

lower, and due to the lower unit cost of 

Pakistani goods, India would have a greater 

incentive to import from Pakistan rather than 

other countries.  

FIGURE 3: DEPRECIATION OF THE PAKISTANI RUPEE VS. 

THE INDIAN RUPEE 

 

Note: Figure 3 shows INRs required to purchase 1 PKR. 
There is a downtrend, showing the depreciating PKR. 

India has already opened Foreign Direct 

Investment to Pakistan.  Full modalities are 

not yet clear but if this is applicable to all 

sectors and allows favorable returns, it will 

provide increased access to markets with 

which India has an FTA.6  This shall also allow 

Pakistani exporters to setup factories or 

outlets in India in order to meet the 

requirement of contingent sourcing that has 

been stipulated by large international buyers.  

The bordering region on Indian Punjab has 

not developed at the same pace as the rest of 

India. This is an opportunity for Pakistan to 

penetrate into this market. 

                                                             

6
 For example, EU-India FTA has been under negotiation 

since 2007. Once finalised, this would be present an 
opening for Pakistani exporters too. 
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In recent years India has signed trade 

agreements with several other countries. 

'ÉÖÅÎ ÔÈÅ ÓÉÍÉÌÁÒÉÔÙ ÏÆ 0ÁËÉÓÔÁÎ ÁÎÄ )ÎÄÉÁȭÓ 

export baskets, this may lead to trade 

diversion away from Pakistan. It is important 

that Pakistan takes necessary steps to 

safeguard against such an eventuality. For 

more details please see XXIX. 

IV.1 GRAVITY MODEL 

Results from the gravity equation show us 

that if both Pakistan and India trade on an 

MFN basis and make SAFTA operational they 

can have their trade increase from the current 

$2.6 billion to approximately $10-11 billion. 

An interesting result we get is that if both 

Pakistan and India decide to make SAFTA 

functional, their trade volume is bound to 

increase by more than twice the current 

amount. This is significant, especially if 

compared to other countries that on average 

would increase their trade volume by 70 per 

cent after signing an FTA 

Many of the findings regarding trade potential 

between Pakistan and India should be 

analyzed carefully because standard measures 

of trade potential are often difficult to apply to 

trading partners like Pakistan and India. This 

is due to the fact that structural and political 

aspects hinder trade more than the imposition 

of tariff regimes. 

METHODOLOGY: 

The gravity model explains bilateral trade 

flows as being proportional to the GDP of the 

trading countries and inversely proportional 

to the distance between them. In line with the 

literature, we also constructed an augmented 

gravity equation, including variables like the 

ÇÒÏÓÓ ÄÏÍÅÓÔÉÃ ÐÒÏÄÕÃÔȟ ÃÏÕÎÔÒÉÅÓȭ ÄÉÓÔÁÎÃÅȟ 

common language, common border, common 

colonizer and an FTA binary variable 

(dummy).  

To see the impact of a functioning FTA 

(SAFTA) we used the gravity model, where 

the FTA variable was a binary variable (1 if 

there is an FTA, 0 otherwise). The FTA 

variable did not give us information 

regarding the depth of the agreement, but 

instead gave us information on whether 

there was an FTA signed or not.  

To analyze the trade potential, the 

estimated value and consequently the 

predicted value were found using an 

Ordinary Least Squared estimation 

procedure. Running an OLS regression 

would not take care of the endogeneity 

issues, therefore, country-pair fixed effects 

were taken into consideration in order to 

control for characteristics that are common 

to a particular country pair. Apart from that, 

time fixed effects were also taken, which 

controls for time variant unobserved 

characteristics. Lastly, country-specific fixed 

effects were taken which idiosyncratic 

unobserved features of the country were 

taken into account.  

 The gravity results were obtained using 

panel data from 1970-2010. Batra (2004) 

uses cross-sectional data which usually 

gives a higher number coefficient, and 

therefore a higher trade potential, whereas 

panel data sets as used in our analysis give a 

more conservative estimate. Also, using a 

panel data in a gravity equation setting 

allows more accurate inference of the model 

parameters, controls for hetereogeneity, 

reduces the problem of collinearity among 

variables and increased efficiency. 

See Appendix EE for a detailed analysis of the 

gravity model. 

DATA: 

This calculation was done using annual trade 

data from WITS, gravity variables data 

(distance, common border, and common 

language) from the Centre de recherche 

spécialisé en économie internationale (CEPII) , 

GDP data from Penn World Table and the 
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World Bank, and FTA data from the WTO. The 

time period used was 1970-2010 

IV.2 TRADE COMPLEMENTARITY AND 

EXPORT PROFILE 

0ÁËÉÓÔÁÎȭÓ ÔÏÔÁÌ ÅØÐÏÒÔÓ ÔÏ )ÎÄÉÁ ÁÍÏÕÎÔÅÄ ÔÏ 

US $ 248.4 million in 2010.  25 per cent of the 

export basket comprised of mineral products 

(cement, gypsum, and light petroleum 

distillates)  while another quarter was non-

value added agricultural products, mainly 

dried dates. Chemicals and non-value added 

textiles constitute another 16 percent and 11 

percent respectively.  

Using the Trade Complementarity Approach 

to assess the demand for Pakistani products 

from the India market, it emerges that over 

ÔÉÍÅ )ÎÄÉÁȭÓ ÉÍÐÏÒÔ ÂÁÓËÅÔ ÈÁÓ ÂÅÃÏÍÅ ÍÏÒÅ 

ÆÁÖÏÒÁÂÌÅ ÔÏ 0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔ ÂÁÓËÅÔȢ7 This 

shows an increasing trend in the potential 

Pakistani exports have in the Indian market. 

Compared to 2003, we witness a substantial 

increase in the TCI in 2009. 

TABLE 1: TRADE COMPLEMENTARITY INDEX FOR 

0!+)34!.ȭ3 %80/243 4O INDIA  

Year 4#) ÆÏÒ 0ÁËÉÓÔÁÎȭÓ %ØÐÏÒÔÓ 
to India  

2003 13.60 
2004 15.56 
2005 17.32 
2006 16.79 
Pre-Average (2003-06)  15.82 
2007 19.85 
2008 20.57 
2009 20.66 
Post-Average (2007-09) 20.36 

Source: !ÕÔÈÏÒÓȭ #ÁÌÃÕÌÁÔÉÏÎÓ ÂÁÓÅÄ ÏÎ 5. #/-42!$% 3ÔÁÔÉÓÔÉÃÓ 

                                                             

7
 The trade complementarity index measures the degree 

to which the export pattern of one country measures the 
import pattern of another. The higher the 
complementarity, the more favorable would be the 
prospects of realizing the trade potential. 

IV.3 HIGH POTENTIAL EXPORTS TO 

INDIA 

Figures indicate a total Indicative Potential of 

US $ 2.13 billion in the Indian market for 

products in which Pakistan has a positive net 

(revealed comparative advantage) RCA over 

India.8,9  

For the purpose of this analysis, the high 

potential products were determined based on 

the following two criteria:  

1. Pakistan has a net RCA above 1 and  

2. Indicative potential  is more than US $ 1 

Million per year in the Indian market 

The resulting list of 126 products with an 

indicative potential of US $ 1.24 billion is in 0. 

The identified products were then aggregated 

into sectors. The final list of 

products/aggregated sectors is shown in 

FIGURE 45. 

FIGURE 4: HIGH POTENTIAL EXPORTS (AGGREGATED 

PRODUCTS WITH NET RCA >1, INDICATIVE POTENTIAL < 1 

MIL)  

Source: Authorsȭ calculations based on UN COMTRADE data 2010. 

                                                             

8 Computed as Min(Total Import of India from the world 
for a, Total Export of Pakistan to the World for a) ɀ 
Current Exports of Pakistan to India of a , where a is any 
product at HS level 6.  
9 Computed as RCA Pakistan ɀ RCA India for a product at 
HS level 6. 
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V.  TARIFF REGIME OF I NDIA  
 

While India has reduced its tariffs over the 

last 20 years and the average applied MFN 

tariff is currently 12 per cent, the tariff regime 

is still complex. Import taxes are high in 

sectors of interest to Pakistan, namely textiles 

and agriculture. Key observations are as 

follows: 

¶ )ÎÄÉÁȭÓ ÔÁÒÉÆÆ ÒÅÇÉÍÅ ÐÒÏÔÅÃÔÓ ÁÇÒÉÃÕÌÔÕÒÅ:  

Average tariff protection for agricultural 

products in 2010/11 was considerably 

high at 33.2%, as compared to 

manufactured products at 8.9%.  About 

57% of agricultural goods bear tariffs of 

30%. A wide spread between bound 

(10%-300%) and applied tariff rates 

(0%-150%) for many agricultural 

products leads to frequent fluctuations in 

tariffs and acts as an impediment to trade. 

The variability in tariff s is noticeably 

marked in the case of food staples 

including rice and sugar. 

¶ Composite tariffs are applied on 685 tariff 

lines of textiles and clothing. If Ad Valorem 

Equivalents (AVEs) are included in the 

tariff analysis, the average protection 

increases from 9.6 to 16.2 per cent for 

textiles and 10 to 25.7 per cent for 

clothing. In some cases (e.g. shawls, 

scarves exceeding 60 cm) tariffs are 

substantially high. These duties are 

exclusive of additional charges and do not 

include para tariffs. 

¶ )ÎÄÉÁȭÓ ÔÁÒÉff regime promotes the 

manufacturing sector. Tariffs for 

semi-manufactures are lower compared to 

processed goods. This provides cheaper 

inputs to the manufacturing industry. 

Moreover, various import duty 

concessions are granted for intermediate 

goods under different export and 

investment promotion schemes.  While 

this provides a potential venue for exports 

from Pakistan, it was suggested by 

manufacturers in Pakistan (especially in 

the automotive parts and surgical 

equipment sectors) that exports of 

intermediate goods should be regulated in 

order to support the local manufacturing 

industry. 

FIGURE 5: TREND OF AVERAGE APPLIED MFN RATES FOR 

PAKISTAN AND INDIA 

 

¶ India is bound to reduce tariffs to 0 to 5 

per cent on all products except those on 

the Sensitive List by 2013, as per its 

commitments as a non LDC member of 

SAFTA. However the impact on Pakistan 

will be limited as textiles and agriculture 

are protected by the Sensitive List. 

¶ )ÎÄÉÁȭÓ 3ÅÎÓÉÔÉÖÅ ,ÉÓÔ ÐÒÏÔÅÃÔÓ Á ×ÉÄÅ ÒÁÎÇÅ 

of textiles and agricultural products. At 

HS-6 level, 30 per cent of the items on 

)ÎÄÉÁȭÓ ÓÅÎÓÉÔÉÖÅ ÌÉÓÔ ÁÒÅ ÁÇÒÉÃÕÌÔÕÒÁÌ ×ÈÉÌÅ 

34 per cent are textile products. The 

corresponding figures for Pakistan are 4 

per cent and 24 per cent respectively.  

India has the most protective tariff regime 

against Pakistan in the SAARC region. India 

has an FTA with Nepal, Bhutan and Sri Lanka 

and a PTA with Afghanistan. Being an LDC, 

Bangladesh also gets deeper preferential 

treatment under SAFTA. 
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FIGURE 6 AND 7: COMPARISON OF SAFTA SENSITIVE LISTS 

OF INDIA AND PAKISTAN 

 

 

¶ India has reduced peak tariff rates to 8% 

for Non-Least Developed Countries 

(Pakistan and Sri Lanka) under SAFTA, 

vide notification no. 125/2011-Customs 

dated 30.12.2011. India.  

 

¶ India also imposes para tariff measures 

such as CVD and educational cess which 

substantially raise the effective duty rates, 

increasing the average applied MFN tariff 

from 12 per cent to 25.6 per cent. 

 

 

V.1 SAFTA 

The South Asian Free Trade Area  or SAFTA 

was signed in 6 January 2004 to gradually 

eliminate tariff barriers amongst SAARC 

members. It came into force on 1 January 

2006. As non LDC members of SAFTA, 

Pakistan and India are bound to reduce tariffs 

on all tariff lines except the sensitive list to 0-5 

per cent by June 2013.  

If we examine the SAFTA Sensitive Lists of 

Pakistan and India at HS level 6, the following 

becomes apparent: 

¶ A significant number of tariff lines on 

)ÎÄÉÁȭÓ 3ÅÎÓÉÔÉÖÅ ,ÉÓÔ ÆÏÒ ÎÏÎ ,$#Ó ÁÒÅ 

of export interest to Pakistan e.g. 

textiles, agriculture and light 

engineering, plastic articles and 

tractors. 

¶ The Sensitive List provides limited 

protection for agriculture in  Pakistan. 

Only 6 per cent of tariff lines in the 

Sensitive List of Pakistan are 

agricultural while the corresponding 

number for India is 30 per cent. 

¶ Textiles constitute 24 per cent of the 

Sensitive List for Pakistan and 34 per 

ÃÅÎÔ ÏÆ )ÎÄÉÁȭÓ 3ÅÎÓÉÔÉÖÅ ,ist. 

¶ 0ÁËÉÓÔÁÎȭ 3ÅÎÓÉÔÉÖÅ ,ÉÓÔ ÒÅÓÔÒÉÃÔÓ ÏÎÌÙ 

17 per cent of imports into the 

country, whereas the Sensitive List of 

India restricts about 40 per cent of 

imports. A possible reason for the low 

ÃÏÖÅÒÁÇÅ ÏÆ 0ÁËÉÓÔÁÎȭÓ ÓÅÎÓÉÔÉÖÅ ÌÉÓÔ 

may be that previously only a limited 

number of imports were allowed from 

India as per the Positive List approach. 

LIMITATIONS OF SAFTA 

It is recommended that NTBs and reduction of 

the Sensitive Lists (SL) are negotiated on a 

bilateral platform. There is no binding 

provision in the framework of SAFTA to 

reduce the SL.  In the ASEAN Free Trade 
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Agreement (AFTA), the corresponding 

temporary exclusion lists have to be phased 

out in four equal installments but there is no 

such stipulation in SAFTA. Also, there is no 

explicit commitment to deal with NTBs. 

ISOLATION OF PAKISTAN IN THE 

SAARC REGION 

Whereas India has FTAs with Sri Lanka, Nepal 

and Bhutan, RTAs with Bangladesh, Maldives, 

Sri Lanka and a PTA with Afghanistan, 

Pakistan only has an FTA with Sri Lanka, 

therefore relatively isolated in the SAARC 

region.  

Under SAFTA, India also maintains the largest 

Sensitive List against imports from Pakistan. 

¶ In June 2006, when SAFTA was signed, 

India maintained a list of 743 items for 

Least Developed Countries (LDCs) and 

868 items for Developing countries 

(NLDCs).  

¶ India repeatedly made attempts to 

reduce the items in the sensitive list 

for LDCs. In October 2008, a further 

reduction was made for LDCs from 

743 to 480 items. 

¶ India has reduced its Sensitive List for 

LDCs from 480 items to 25 items and 

granted zero basic Customs duty 

access on all the items removed vide 

notification no. 99/2011 -Customs 

dated 09.11.2011. Afghanistan, 

Bhutan, Bangladesh, Maldives and 

Nepal are the LDCs.  

¶ However the Sensitive List for NLDCs 

is at 868. This applies only to Pakistan 

as India has an FTA with Sri Lanka and 

the operational Sensitive List for Sri 

Lanka has only 215 items.10 

                                                             

10 CBEC Notification No. 52/2008 dated 22nd April 2008 
on sourcing of fabric from India up to a limit of 3 million 
pieces 
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VI.  NON TARIFF BARRIERS  
 

It is generally believed that despite tariff 

reforms and liberalization of the economy 

over the last few years, India is an active user 

of Non-tariff barriers (NTBs) to restrict 

imports. A majority of Pakistani exporters are 

of the view that had it not been so, they would 

have been able to export much more than the 

current export figures suggest. They also 

believe that this is one of the reasons why the 

balance of trade is sharply tilted in favor of 

India despite the fact that Pakistan has not 

granted MFN status to India and has so far 

only allowed a limited number of products. In 

successive high level talks between the senior 

officials of India and Pakistan, this issue has 

been repeatedly discussed.  

It was for this reason that, as a precondition 

for normalizing trade, Pakistan insisted on 

establishing a framework for addressing non-

tariff barriers. As a result, the two countries 

agreed to sign three agreements including one 

on Customs cooperation to avoid arbitrary 

stoppage of goods at each other's ports, one 

for acceptance of certificates of internationally 

accredited laboratories, and one for redressal 

of grievances to address any disagreements. 

These agreements are a good first step but 

may not suffice. In order to effectively address 

non-tariff barriers, it is important to ascertain 

their nature. For this purpose, a detailed study 

was carried out. This study is the result of 

desk research, interviews of key stakeholders 

and a qualitative survey of exporters across 

key product categories.  

BOX 1: SURVEY METHODOLOGY 

 

An open-ended survey was conducted to 

interview the exporters of products identified as 

high potential exports. The questionnaire can be 

found in Appendix FF. 

Company profile and contact information was 

extracted from Customs PRAL database. 

The following stakeholders were interviewed in 

person or/and by telephone: 

V Major manufacturing units 

V Companies exhibiting in India  

V New entrants in the Indian market  

V Logistics companies 

V Clearing agents 

V Chambers of Commerce & trade associations 

V Pakistan Standards and Quality Control 

Authority (PSQCA) 

V Ministries of Commerce, Textile and Industries 

in Pakistan 

V Importers, logistics providers, potential 

exporters and major manufacturers who were 

ÐÁÒÔ ÏÆ ÔÈÅ )ÎÄÉÁÎ 4ÒÁÄÅ -ÉÎÉÓÔÅÒȭÓ ÄÅÌÅÇÁÔÉÏÎ 

to Pakistan in February, 2012.  

V Companies exporting from four routes (sea, 

road, railway interchange and Samjhota 

Express). 

In addition, interactive seminars were held at key 

regional chambers in 10 major cities of Pakistan.  

A total of over 1000 businessmen participated in 

the interactive sessions. 
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While )ÎÄÉÁȭÓ .4"Ó may not be country 

specific, they were reported to be extensive in 

sectors of high export potential for Pakistan, 

namely textiles, agriculture, marble and 

cement. These NTBs range from specific 

tariffs, para tariff measures to complicated 

labeling requirements and licensing regimes. 

Also, non tariff barriers due to infrastructural 

constraints at land ports and restrictive 

bilateral transport protocols act as an 

impediment to trade, specifically between 

India and Pakistan. 

This section lists the various NTBs reported in 

the surveys and at seminars. 

VI.1 CUSTOMS PROCEDURES 

This issue is a major cause for the delay in 

clearance of goods across the border. The 

main concerns reported are as follows 

1. India Customs require an extensive list of 

documents in addition to the invoice, 

packing list, and bill of lading/airway bill, 

for example: 

¶ Import licenses from the Directorate 

General of Foreign Trade, India for 

certain products 

¶ Sanitary and Phyto-Sanitary (SPS) 

certificates for agricultural products must 

be obtained prior to import and 

submitted along with the Customs 

declaration, if it has not already been sent 

by the exporter from an accredited 

facility in Pakistan. Only the original is 

accepted, which may take one week to 10 

days to arrive as there are no direct 

courier services. 

¶ Certificate of origin 

¶ For goods imported under SAFTA or 

under an export incentive scheme and 

qualifying for duty reductions additional 

certificates are required.  

2. Indian Customs clearance process is 

largely manual. 

o While Customs clearance is 

automated at 48 ports in India and 

85% of cargo is cleared through 

the Electronic Data Interchange 

(EDI), operations are still manual 

at India-Pakistan land borders. 

This may change once the ICP at 

Wagah is fully operational. The 

EDI problem would still persist at 

the Wagah railway port.  

o In 2005, India introduced a risk 

management system (RMS) to 

selectively screen only high and 

medium risk cargo for Customs 

examination.  A "green channel" 

clearance facility was developed to 

expedite clearance.  However, 

even if RMS is installed at ICP at 

the Wagah border, security 

concerns may impede the actual 

use of RMS. 

VI.2 CUSTOM VALUATION 

Arbitrary custom valuation procedures in 

India have been reported to be a major 

concern for exporters. While the policy 

stipulates that imports shall be evaluated 

based on the transaction value Custom 

Valuation Rules 2007 allow the Customs 

Officer to reject the declared transaction value 

ÂÁÓÅÄ ÏÎ ȰÒÅÁÓÏÎÁÂÌÅ ÄÏÕÂÔȱȢ11 As a result, the 

                                                             

11 i.e. "the price actually paid or payable for the goods 
when sold for export to India". This value included the 
costs paid for any services including commissions and 
brokerage, insurance costs, and handling charges, 
royalties and license fees, transport costs including the 

Pakistan Fru its and Vegetable 
Association complained that agricultural 
produce (e.g. onions) is at times valued as 
ȬÓÉÍÉÌÁÒȭ ÏÒ ȬÉÄÅÎÔÉÃÁÌȭ ÐÒÏÄÕÃÔÓ ÉÍÐÏÒÔÅÄ 
from EU, thus raising the value by 200% or 
more. 

Certain exporters of bed linen export to 

India via Dubai mainly to avoid Customs 

valuation issues. 
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Customs Officer has substantial authority to 

reject declared value and use alternative 

valuation methods to raise the value of goods. 

Following observations have been reported by 

some exporters. 

¶ Customs officials apply their discretionary 

powers to arbitrarily re -classify goods 

under descriptions that attracted higher 

duties, including classes where specific 

duties are applicable. 

¶ For products that are traded at 

international prices, the Customs office 

valuates them at the price on the day of 

arrival at the port rather than the price at 

the time of sale, if it is higher. 

¶ Customs determine value of goods based 

on prices of similar products from much 

more expensive markets such as the EU 

thus raising the Customs value for 

determination of Customs duty 

substantially.  

¶ A large cross section of textiles exporters 

complained of an arbitrary increase in 

value of up to 30%.  

¶ Valuation is a major concern for exporters 

of gems and semi precious stones. It was 

requested that Customs officials may be 

trained for assessment even on the 

Pakistani side of the border.  

¶ Delegations and participants also reported 

valuation issues. While the shipment was 

exempted from any otherwise required 

certifications, the entire consignment of 

goods to be exhibited was valued at up to 

50 percent more than that declared.12 

                                                                                            

ship demurrage charges on charted vessels, and 
lighterage or barge charges. 

12 Participants in trade fair in Ludhiana, India. 

VI.3 CUSTOMS CLASSIFICATION 

SAFTA lists are also at the HS level 4, 6 and 8. 

0ÁËÉÓÔÁÎȭÓ .ÅÇÁÔÉÖÅ ,ÉÓÔ ÉÓ ÁÔ (3 ÌÅÖÅÌ ψ ÁÎÄ 

the list of importable items through Wagah is 

also at HS level 8. There is no clear mapping 

between HS 8 codes of the two countries thus 

raising classification issues.  

Moreover, the previously used positive list 

approach used to create confusion due to ad 

hoc changes. The same may be avoided with 

the list of items allowed through Wagah.  

VI.4 RULES OF ORIGIN 

Under SAFTA, as an NLDC, rules of origin are 

more stringent for Pakistan. 

A SAFTA certificate is required if the product 

receives a concession under the SAFTA 

regime. It was reported that in some instances 

a SAFTA certificate of origin is not accepted at 

land borders as the relevant SROs have not 

been communicated to the Customs 

authorities.  

The TDAP issues SAFTA certificates at a cost 

of PKR 100. The certificate of origin is issued 

by Chambers of Commerce & Industry in 

Pakistan at a cost of PKR 400. 

As the above two certificates are required for 

every shipment, it was requested that 

issuance booths may be setup at ports. 

Exporters of fans are trying to enter the Indian 

market. It was reported by one exporter that mist 

fans priced at US $ 80 were evaluated at 

approximately US $ 300. As a result, the Indian 

importer did not place a follow up order.  

There is a significant market for fans in India. 

However once import value is set much above the 

actual price, the value of all subsequent 

shipments could increase ÁÓ ÐÅÒ ÔÈÅ ȬÓÉÍÉÌÁÒȭ ÁÎÄ 

ȬÉÄÅÎÔÉÃÁÌȭ ÖÁÌÕÁÔÉÏÎ ÒÕÌÅÓȢ 
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VI.5 OTHER CHARGES AFFECTING 

EXPORTS  

Import duties that roughly double the duty to 

pay at the entry. The method for the 

calculation of import duties, and the 

administration of tariffs through numerous 

notifications, make the tariff structure 

complicated and non-transparent.  

Calculation of all charges applied to imports 

including landing charges, the effective 

Customs duty, the additional Customs duty, 

the special additional Customs duty, and the 

education cess show an average protection of 

25.6% compared to the average applied MFN 

rate of 12%.13 

LANDING CHARGE 

A Ȱlanding chargeȱ (for loading, unloading, 

and handling) of 1% of the c.i.f. value is added 

to the c.i.f. value, to calculate the transaction 

value. 

ADDITIONAL DUTIES & CESS 

India applies a number of duties and charges 

on imports, other than tariffs "in lieu" of 

domestic taxes. This is reportedly to ensure a 

level playing field for domestic manufacturers. 

An education cess is levied for education 

development in India. 

                                                             

13 TPR, 2011 

TABLE 2: DUTIES APPLIED AS PER CUSTOMS TARIFF ACT 

 

Total effective duties for some of the major 

exports of Pakistan to India are given in the 

table below. Effective duties on textiles, 

clothing and chemicals increase by more than 

twice as much. 

Calculation for averages in the table below is 

based on extra charges include landing 

charges, effective custom duty, additional 

duty, special additional duty, and education 

cess. 

                                                             

14 Ȭ-ÁÎÕÆÁÃÔÕÒÅȭ ÉÓ ÄÉÓÔÉÎÃÔ ÆÒÏÍ Ȭ-ÁÎÕÆÁÃÔÕÒÅÒȭ and may 
include basic activities like labelling also. 

Duty  Description  

Basic Customs 
duty  

MFN tariff or Preferential tariff 

Countervailing 
Duty  (CVD) 

CVD equal to excise duty is payable 
on imported goods to 
counterbalance impact of excise 
duty on indigenous manufactures 
and to ensure a level playing field. 

CVD can be levied only if there is a 
ȬÍÁÎÕÆÁÃÔÕÒÅȭ14 

CVD is payable equal to excise duty 
payable on like articles if produced 
in India. It is payable at effective rate 
of excise duty. 

Special CVD Special CVD is payable at 4% on 
imported good. This is in lieu of 
VAT/Sales Tax to provide a level 
playing field to Indian goods 

Education 
Cess 

Education cess of Customs @ 2% 
and SAH Education cess of 1% is 
payable. 

Other duties  Duties have been imposed on a few 
specific articles. In addition, on 
certain goods, anti-dumping duty, 
safeguard duty, protective duty etc. 
can be imposed 
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TABLE 3: EFFECTIVE TARIFF INCLUDING ADDITIONAL 
DUTIES 

Source:   TPR, 2011 

INTERSTATE TAXES 

Apprehension about interstate taxation 

regime was reported in interviews. However, 

it was found that: 

¶ Octroi previously applied for interstate 

movement of goods has been abolished for 

both domestic and imported goods in all 

states except Maharashtra. 

¶ Trans-shipment of containers at Indian 

ports is allowed without any examination 

by Customs.  

¶ Transit of goods through India is allowed 

without payment of duty and without 

examination by Customs.  

¶ Inter -state tax would be payable only if an 

inter -state sale has taken place. 

 

VI.6 PRE-SHIPMENT INSPECTION 

Pre-shipment inspection is required for some 

goods including metallic scrap and textiles 

which are of export interest to Pakistan. 

 

PSI FOR METALLIC SCRAP 

Pre-shipment inspection (PSI) is required for 

metallic waste and scrap to ensure that 

consignments are free of arms, explosives, and 

radioactive contaminated materials. 

Companies interviewed in Pakistan, had 

developed in-house inspection facilities with 

sorting instruments, portable analyzers and 

screening instruments for radio-active 

substances. These private facilities are 

surveyed and approved by their Indian 

counterparts and all certificates issued are 

accepted without any issues.  

PSI FOR TEXTILES AND CLOTHING  

All products, including samples not intended 

for sale, are subject to pre-shipment 

inspection on safety and health grounds to 

preclude use of Azo-dyes. 

According to the Textile (Development and 

Regulation) Order, 2001; 

¶ A pre-shipment certificate is required 

from a textile testing laboratory 

accredited to the 

National Accreditation Agency of the 

exporting country. There is no such 

laboratory in Pakistan. 

¶ As a result, sample testing & certification 

of consignments from Pakistan are 

conducted at Indian agencies.15 The 

closest agency to Wagah is based in 

Ludhiana.  

¶ The testing procedure is extensive. At 

least 25% of samples are drawn for 

testing.  

¶ Textile Order 2001 stipulates that test 

reports are valid for six months for 

textiles articles of the same specification 

for the same importer and supplier. 

However it was reported that the 

                                                             

15 Public Notice No. 12 (RE-2001)/1997 -2002 dated 
3rd May, 2001  

Product/Tariff Line Effective 
applied 
rates 

Rate with 
additional 
charges 

Average (%) Average 
(%) 

Total 12 25.6 

HS 01-24 35.1 42.6 

HS 25-97 8.6 23.1 

Cotton 5.5 7.3 

Minerals and metals 7.1 21 

Chemicals 8.1 23.6 

Wood, pulp, paper, and 
furniture 

9.2 21.1 

Textiles 9.6 23.5 

Clothing 10 22 

Leather, rubber, 
footwear, travel goods 

10.2 25.2 
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certificate has to be renewed every three 

months. 

¶ Textile Order 2001 recommends that the 

majority of samples should be drawn from 

consignments originating from countries 

where there is no legal prohibition on the 

use of harmful hazardous dyes. However 

this exemption is not applied to Pakistan 

despite legal prohibition on the use of 

hazardous dyes in Pakistan.16 

¶ Test costs are incurred by the importer for 

each different model including samples 

not intended to be sold.  

¶ Testing fees and procedures particularly 

impede the imports of high quality 

apparel products which are imported in 

small quantities and different models. 

Importers must submit a sample of each 

model/design for testing.  

¶ In addition to testing and certification at 

Indian agencies, the following 

requirements for woolen textiles:17 

¶ Mandatory marking must display 

markings or selvedge description 

indicating the composition 

of fibre blends. 

                                                             

16 Section 14 of Pakistan Environmental Protection Act 
1997. 
17 Notification No. CER (18)/99-CLB dated 7th March, 
1988 read with the Textile (Development & Regulation) 
Order, 2001 and the Essential Commodities Act, 1955.  

¶ Certificate from the brand owners 

certifying the genuineness of the 

product and markings thereon; the 

authority to use their brand names is 

also required. 

VI.7 CERTIFICATIONS, TECHNICAL 

REGULATIONS AND STANDARDS 

BIS STANDARDS 

BIS imposes mandatory standards for 14 

sectors ranging over 75 products categories 

(see Appendix B), which includes high 

potential exports like cement, tubes and pipes 

of steel.18 

The following issues were reported with BIS 

specification: 

¶ The list of items notified for mandatory 

standards is not linked to actual 8 digits 

Tariff Lines of the Indian Customs Tariff.  

This at times may create classification 

issues to determine if mandatory BIS are 

applicable or not.  

¶ The exporter has to set up a 

liaison/branch office located in India with 

the permission of Reserve Bank of India in 

accordance with the BIS Act.  

¶ The requirement to set up an office in 

India shall not apply, if BIS enters into 

an MOU with the respective foreign 

government for implementation of BIS 

Act, or if the foreign manufacturer 

nominates an authorized 

representative located in India. 

¶ In case the authorized representative 

is not an Indian national, the exporter 

will have to submit a bank guarantee 

of US $ 10,000 in favor of BIS, so that 

                                                             

18 Some sectors are: chemicals; milk products, 
steel products, automotive tyres, water resources and 
other general and civil engineering products.  

 

 

PSI is mandatory for textiles in order to 

preclude the use of hazardous dyes. PSI 

certificates from Pakistani or 3rd party 

laboratories (e.g. SGS) are not accepted. 

Certificates are issued after rigorous testing in 

laboratories based in India. The closest 

laboratory to Wagah is based in Ludhiana, 

India. 

While the Textile (Development and 

Regulation) Order, 2001 states that certificate 

will be valid for 6 months, it was reported by a 

major exporter that the certificates have to be 

renewed every 3 months. 
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in case of a default, the amount can be 

adjusted accordingly.  

¶ The initial validity period of the license is 

only one year and subsequently for one or 

two years. 

¶ BIS conducts onsite inspection for initial 

award of the license and also regular 

surveillance at the expense of the foreign 

manufacturer. The expenses are in the 

Appendix. 

IMPROVEMENT IN THE BIS SCHEME FOR 

SAARC COUNTRIES 

Recent improvements in BIS regulation were 

made for SAARC countries as follows: 

1. Renewal of license can be done at a 

time up to a maximum of two years 

both for Indian industries and foreign 

manufacturers.  

2. With effect from 1st August 2007, 

marking fees for obtaining a license 

from BIS has been brought down for 

SAARC countries to the same level as 

applicable for domestic industries.   

3. Processing charges for SAARC 

countries has been abolished since 1st 

August 2007. 

BILATERAL COOPERATION AGREEMENT 

RELATED TO TESTING & CERTIFICATION 

STANDARDIZATION 

In February 2012, a protocol was signed 

between India and Pakistan for harmonization 

of standards between the BIS and PSQCA.  

In the first phase, BIS and PSQCA shall 

harmonize testing and inspection protocols.   

BIS will verify if PSQCA processes are 

compliant with ISO IEC 17025 standards for 

competence of testing and calibration 

laboratories. 

PSQCA will also implement ISO IEC 65 to fulfill 

requirements for third -party operating a 

product certification system. 

Once the processes of PSQCA are approved, 

PSQCA will be able to conduct inspection and 

surveillance for cement companies in Pakistan 

on behalf of BIS. 

This shall reduce the inspection costs and 

processing time (see Section XXVI.1.) This 

agreement only covers cement.  

BIS STANDARDS FOR VOLUNTARY 

PRODUCT CERTIFICATION 

BIS has developed 18,592 standards for 

various categories of products. Out of these, 

only 84 percent are equivalent to 

International Standards. There is no data 

available regarding how many standards are 

actually enforced. This creates an 

environment of uncertainty for exporters to 

Indian markets as confirmed by results of the 

survey. 

These standards are used by BIS to operate a 

product certification scheme for foreign 

manufacturers on a voluntary basis. However, 

our survey findings show that these are 

theoretical requirements. In general, ISO 

certification for most goods (surgical, auto 

parts, etc) is enough.  Further details about 

the requirements in important sectors are 

given below. 

STANDARDS FOR SURGICAL 

INSTRUMENTS 

As per the Work Program of Medical 

Equipment & Hospital Planning Department, 

there are 1,103 standards for various medical 

devices. However, the only requirement for 

exporters of surgical goods from Pakistan is 

ISO 9001/13485 certification. In addition a 

Free Sale Certificate is required by some 

importers which is issued by SIMAP 

immediately. 
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FIGURE 8:  INDIAN STANDARDS FOR MEDICAL DEVICES 

 

Source: Based on Program of Work, Medical Equipment 

and Hospital Planning Department, April 2011 

STANDARDS FOR AUTOMOTIVE PARTS 

The Transport Engineering Department of 

India has formulated a total of 1,085 

standards for the field of transport 

engineering, including air, water, road and rail 

transport  out of which 554 standards are for 

automotives and parts19.  

FIGURE 9:  INDIAN STANDARDS FOR AUTOMOTIVE AND 

PARTS 

 

Source: Based on Program of Work, Transport 
Engineering Department, Dec. 2011 

                                                             

19 The remaining standards formulated by TEC 
Committees 12, 14, 16, 17, 18, and 19 are for ship 
vessels, aircrafts, bicycles and parts.  

The number and nature of these standards 

has created an atmosphere of apprehension 

among the exporters of automotive parts in 

Pakistan (PAAPAM) regarding the costs and 

additional paperwork.  However, when 

individual exporters of automotive 

components were interviewed, they reported 

that they do not have to be certified for Indian 

standards.20 ISO certifications like ISO 9000 

certification and TS 16494 suffice.  

In addition, the components have to be as per 

required company specification for which an 

extensive sample testing is done in India. If 

the specification requirements are not met, 

the lending cost of the sample equipment is 

claimed from the exporter.  

The ISO certification has to be submitted to 

the company annually, while the specification 

reports for products have to be included with 

every shipment. 

STANDARDS FOR CHEMICALS 

Chemical Division Council of India has 

formulated 1,573 standards on terminology, 

methods of sampling and tests, code of 

practices, and specification for all chemicals 

and allied products. However, chemical 

exports from Pakistan to India do not require 

any standard certifications. 

                                                             

20 Exporters of tractor parts (counter shaft, carrier 
planetary pinion) and oil pump gears 
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FIGURE 10: INDIAN STANDARDS FOR CHEMICALS 

 

Source: Based on Program of Work, Chemical Department 

of India, January 2012 

STANDARDS FOR TEXTILES  

A total of 1131 Standards (including drafts) 

have been formulated.  

FIGURE 11:  INDIAN STANDARDS FOR TEXTILES 

(INCLUDING GRAPHS) 

 

Source: Based on data from BIS website..21 

                                                             

21http://www.bis.org.in/sf/pow/txd.pdf  

MARKING REQUIREMENTS FOR 

TEXTILES 

Marking requirements for textiles are tedious 

and involve extensive compliance testing.  

)ÎÄÉÁȭÓ 4ÅØÔÉÌÅÓ ɉ#ÏÎÓÕÍÅÒ 0ÒÏÔÅÃÔÉÏÎɊ 

Regulation 1988, imposes strict requirements 

for yarns, fibers, fabrics and clothing products, 

which include producer identification and 

product composition, the color and the form 

of letters and signs. Many of the markings 

have to be made on every alternate metre of 

the cloth at a height not exceeding 2.5 cm 

from the selvage: 

¶ Seconds or defectives 

¶ Construction: made from, followed by 

ÔÈÅ ÆÉÂÒÅ ÁÎÄ ×ÏÒÄÓ ÓÕÃÈ ÁÓ ȰÓÐÕÎ 8 

ÓÐÕÎȱ ÆÉÌÁÍÅÎÔ 8 ÆÉÌÁÍÅÎÔ ÁÓ ÔÈÅ ÃÁÓÅ 

may be 

¶ Month and year of packing 

¶ The exact composition of the total 

yarn content 

¶ If blended, then mention blended 

fabric (point 12) 

In addition, several other requirements have 

to be met. 

PACKAGING AND LABELING 

REQUIREMENTS FOR FOOD AND 

PACKAGED COMMODITIES 

Labeling and Packing requirements for food 

and all packaged commodities are complex 

and regulated by various different acts.22 In 

addition there are a number of notifications 

that make the requirements very complex and 

tedious. Further there are various exceptions 

                                                             

22 The Standards of Weights and Measures Act, 1976, 
The Standards of Weights and Measure (Packaged 
Commodities) Rules, 1977 and Prevention of Food 
Adulteration Act, 1955. Labeling of seeds is regulated by 
the Seeds Act, 1966 and packages containing food 
articles are regulated by the Prevention of Food 
Adulteration Act 1954. For packages containing 
cosmetics products, the provisions of the Drugs and 
Cosmetics Rules, 1945 shall apply. 
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26 
and additional requirements in different 

states.23 The rules govern minute details such 

as the following: 

(i)  Specific commodities to be packed and 

sold in recommended standard 

packages.24  

(ii)  All packages must have: 

a. Name and address of the 

manufacturer/packer 

b. Generic names of the commodity  

c. For case of packages with more 

than one product, the name and 

number of each   

d. Net quantity, in terms of the 

standard unit of weight or 

measure 

e. The month and year in which the 

commodity is 

manufactured/imported  

f. Retail sale price of the package  

g. Sizes of the commodity contained 

in the package if relevant 

h. Contact for consumer complaints.  

(iii)  It is not permissible to affix individual 

stickers on the package for altering or 

making declaration required under 

these rules, except for a lower MRP. 

(iv)  Rules for principal display panel-its 

area, size and letter etc. are as follows:   

a. For packages with capacity of five 

cubic centimeters or less, the 

principal display panel may be a 

card or tape affixed to the package  

b. The height of any numeral in the 

declaration is stipulated and is 

different if the net quantity is 

declared in terms of 

weight/volume or length, area or 

number. 

c.  The height of letters in the 

declaration shall not be less than 1 

mm height and when  

                                                             

23  There are different rules for retail price of alcohol in 
certain states. 
24 For example cement may only be packed in 1 kg, 2 kg, 
5 kg, 10 kg, 20 kg, 25 kg, 40 kg (for White cement only) 
and 18. 50 kg. 

d. Blown, formed, molded, embossed 

or perforated, the height of letters 

shall not be less than 2 mm.  

e. The width of the letter or numeral 

shall not be less than one third of 

its height, except in the case of 

numeral `1' and certain letters 

f. Position and manner of the 

declaration in both Devnagari and 

English script. 

(v)  There are also rules regarding 

declaration of quantity, dimensions 

and weight. 

(vi)  For food items, as per Prevention of 

Food Adulteration Act, the following 

additional rules apply:  

a. List of ingredients in descending 

order, date of manufacture, batch 

no., and best before date etc. are 

mandatory requirements.  

b. Details of best before on all food 

packages.25 

 

VI.8 SANITARY AND PHYTO-SANITARY 

STANDARDS 

India continues import licensing of about 600 

items on the grounds that restrictions are 

needed to ensure protection for "human, 

animal or plant life or health".  Imports of 

nearly all livestock, agricultural and food 

products require a phyto-sanitary or sanitary 

certificate and/or import permission from the 

Plant Quarantine authorities.  

A copy of the import permit has to be sent to 

the exporter in the origin country. The 

exporter is required to quote the import 

permit number in the phyto-sanitary 

certificate obtained for such shipments. 

                                                             

25Reference Ministry of Health notification No. GSR 
537(E) dated 13th June 2000). 
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FIGURE 12 : INDIA IMPORT INSPECTION FLOW FOR 

PLANTS AND PLANT MATERIALS 

 

Source: Plant Quarantine Organization of India, Ministry 

of Agriculture  

The following challenges are faced in 

completing the SPS requirements as per PQ 

Order, 2003: 

¶ A major non-tariff barrier is the 

mandatory requirement of the original 

SPS certificate as per the Plant Quarantine 

Order, 2003. The Release Order of an 

import consignment cannot be issued with 

a photocopy. The original SPS document 

invariably arrives after the goods have 

reached. The  issue with the delay of 

documents is twofold: 

¶ The SPS certificate along with 

the Bill of Lading and other 

documents is required by the 

Issuing Bank to initiate the 

L/C. The Bill of Lading is 

issued only once the vessel 

sails. The papers are then 

submitted to the issuing bank, 

then couriered to the receiving 

bank in India after which they 

reach the importer. 

¶ Given the short transport time 

between India and Pakistan, 

the goods shipment invariably 

arrives before the documents 

and demurrages are incurred 

at the port. Documents take 7-

10 days to reach the importer 

at the sea port. The vessel 

reaches in less than 1 day.  

¶ International courier services 

between India and Pakistan 

are not direct.26 All packages 

are routed via Dubai for 

security reasons. 

¶ However, it is pertinent to note that a copy 

of the SPS certificate is accepted in 

Pakistan and the perishables are cleared 

the same day so as to avoid plug-in 

charges of US $ 150 a day for refrigeration 

of perishables. 

¶ All consignments of imported food 

products are tested by the Port Health 

Officer (PHO).  The process of inspection is 

long drawn and random as indicated in 

the flow chart in Figure 53.  

¶ At the Custom Clearance Offices where 

PHOs are not available, various samples 

are drawn and forwarded for the 

clearance to some other laboratory, which 

results in the loss of valuable time.   

¶ Consignments with pending test reports 

are stored in warehouses/unloading 

                                                             

26 Pakistan Postal Services has a courier service called 
Shaheen that goes direct to India. However this is limited 
by the biweekly schedule of PIA. 
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sheds which are not equipped to cater for 

preservation of perishable goods. 

¶ If the product fails the test, the Customs 

authorities will ensure that the goods are 

re-exported out of the country by 

following the usual adjudication 

procedure, or destroyed as required under 

the relevant rules. 

¶ Results of laboratory tests cannot be 

challenged. 

A 100% sample testing was reported on food 

products prior to clearance.  The PHO tests for 

compliance with the Prevention of Food 

Adulteration Rules, Standards and Measures 

Rules and other requirements. This covers 

aspects ranging from product composition, 

the size of packaging to labels. 

In order to reduce transaction cost on 100% 

sampling of edible food, the Government of 

India has taken several steps:  

¶ The list of items where 100% testing is 

required has been reduced to 14.27 

¶ Perishable food items e.g., fruits, 

vegetables and meat for direct use by the 

importer (e.g. hotels) is exempted from 

sample testing if test results are 

submitted from internationally known 

testing labs or accredited government 

laboratories. However inspection is 

conducted for conditions of the hold, 

physical appearance and compliance of 

labelling requirements with the PFA 

rules28. 

                                                             

27Under the PFA, the criteria for 100 per cent sampling 
applies to high risk and perishable food items such as 
fruits, vegetables, meat, fish, cheese, etc.  On June 14, 
2004, the DGFT issued Policy Circular Number 37 (RE-
2003)/2002 -2007 to classify high risk food items as 
follows: Edible Oils and Fats, Infant formulae, Pulses and 
Pulses products, Food colors, Cereals and Cereal 
products, Food additives, Milk powders, Natural Mineral 
Water, Condensed milk, Packaged Drinking Water, Infant 
milk food 13. Tea and Coffee, Milk cereal base weaning 
foods, Cocoa butter equivalent or substitutes. 
28 Customs Circular No. 58/2001 -CUS issued on 
25/10/2001.  

 

¶ It was reported that certificates from 

government labs from Pakistan are not 

accepted. 

For all other food items, the following rules 

apply: 

¶ Samples are drawn from the first five 

consecutive consignments of each food 

item, imported by an individual importer 

and referred to Port Health officers 

(PHOs) for testing to ascertain the quality 

and health safety standards of the 

consignments. 

 

¶ In the event of the samples conforming to 

the prescribed standards, the Customs 

would switch to a system of checking 5% 

ɀ 20% of the consignments of these food 

items on a random basis, for checking 

conformity to the prescribed standards; 

¶ The selection of food items for random 

checking and testing would be done by 

the Customs taking into consideration 

factors like the nature of the food 

products, its source of origin as well as 

track record of the importers. 

¶ In case, a sample drawn from a food item 

in a particular consignment fails to meet 

the prescribed standards, the Customs 

would place the import of the said food 

item on alert, discontinue random 

checking for import of such food items 

and revert to the procedure of 

compulsory checking. The system of 

random sampling for import of such food 

items would be restored only if the test 

results of the samples drawn from the 

five consecutive consignments re-

The PFVA reported that a shipment of ten 

containers of onions from Pakistan had to 

be rerouted to Sri Lanka after being 

detained at Nhava Shiva port, as the 

original SPS certificate did not arrive in 

time via courier. 
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29 
establish that the food items are in 

conformity with the prescribed 

standards. 

¶ Authorized Officers will ascertain 

compliance with the labeling provisions 

under PFA Rules, failing which sample 

may not be drawn from such 

consignment for testing. 

¶ The Risk Management System (RMS) 

module for import consignments food 

items presently does not provide for 

random sampling as it is one of its 

Compulsory Customs Requirements. 

Until, the Risk Management System 

(RMS) conforms to the new 

requirements, this waiver will be granted 

at the discretion of the jurisdictional 

Commissioner of Customs or an officer 

authorized by him for this purpose who 

shall not be below the rank of 

Additional /Joint Commissioner of 

Customs. 

¶ Exemptions for exporters that import 

under Advance licenses for exports and 

imports made by 100% EOUs and units in 

EPZ / SEZ.  

¶ Products are required to have a valid 

shelf life of not less than 60% of the 

original shelf life.29 

While the above process attempts to replace 

compulsory checking with random tests, it 

transfers a high amount of discretionary 

power to the Customs officials. Furthermore, 

the random sampling is still not automated in 

the RMS and permission has to be granted by 

an officer of the rank above Joint 

Commissioner. Customs performance should 

be regulated in order to check undue bias 

against any particular country. 

To consolidate the laws relating to food, the 

government has enacted The Food Safety and 

                                                             

29 Para 13 of Chapter I A (General Notes Regarding 
Import Policy) of the ITC (HS) Classification of Export 
and Import items, import of all such edible/ food 
products, domestic sale and manufacture which are 
governed by PFA Act, 1954 

Standards Act, 2006 (FSS Act, 2006).30 Under 

the Act, the Food Safety and Standards 

Authority of India (FSSAI) has been 

established to lay down standards and 

regulate/monitor the manufacturing, import, 

processing, distribution and sale of food. It is 

still unclear as to how this would simplify SPS 

requirements.  

VI.9 IMPORT RESTRICTIONS, 

PROHIBITIONS, QUOTAS 

IMPORT PERMIT 

Imports of animal products into India require 

sanitary import permits issued by the 

Department of Animal Husbandry, Dairy and 

Fisheries.  The permits must be obtained prior 

to shipment from the country of origin.  

MINIMUM IMPORT PRICE 

There is a minimum import price for 25 

categories of products (at HS 8 tariff lines). 

For example, for marble a minimum price of 

US $ 50/Kg is fixed for calculation of customs 

duty. Thus the duty works out to be much 

higher than it should normally be under the 

WTO system of customs valuation of goods.  

Since Indian importers have to pay high duties 

when the minimum value is taken at US $ 

50/kg, this makes the buyers selective. 

Moreover, duty for value-added marbles such 

as cut slabs is charged per square meter at an 

even higher rate. This scheme discourages 

import of value added products.  

 

                                                             

30 Section 97 of the FSS Act, 2006 provides that the 
existing Acts and Orders relating to food items such as 
PFA Act, 1954; Food Products Order, 1955; Meat Food 
Products Order, 1973; Vegetable Oil Products (Control) 
Order, 1947; Edible Oils Packaging (Regulation) Order, 
1988; Solvent Extracted Oil, Deoiled Meal, and Edible 
Flour Control (Order), 1967; Milk and Milk Products 
Order, 1992 etc shall be repealed from a date to be 
notified. 
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IMPORT LICENSING 

Import of marble blocks is regulated by 

licensing. Interestingly, import licenses are 

awarded to large exporters of value added 

marble products as an incentive to encourage 

exports.  

Import licenses are used to regulate imports 

of agricultural products, mineral products, 

chemicals, plastic and rubber, leather hides 

and skins, pulp and paper, textiles, footwear, 

stones, base metals, machinery and precision 

instruments. All of these sectors are essential 

for Pakistani exports. Out of these sectors, the 

highest regulation (as a percentage of HS 

section) is observed for import of live animals 

& products (18%), vegetables (8%), minerals 

(13%), paper (7%). 31 

VI.10  STATE TRADING 

India maintains state trading for certain 

agricultural goods (rice, wheat, coarse grains 

copra, and coconut oil) to ensure, a "fair" 

return to farmers as well as food security and 

the supply of fertilizer to farmers.32 Urea, 

petroleum and refined oil are also subject to 

state trading. 

VI.11  SUBSIDIES 

Agriculture is heavily subsidized in India. 

Total subsidies to agriculture in the year 

2009/10 amounted to US $ 28.9 Billion (2.2% 

of GDP), up from US $ 11.6 billion (1.3% of 

GDP) in 2006/07.33 

The agricultural sector is subsidized through 

minimum support prices, input support 

programmers, and credit and insurance 

schemes. Input support programmers provide 

fertilizers, rates for irrigation water, 

electricity rates, diesel prices, and seeds at 

subsidized rates 

                                                             

31 TPR for India, 2011 
32 Except maize and barley 
33 TPR for India, 2011 

VI.12 FINANCIAL MEASURES 

Several modes of payment (LC, Advance 

payment, direct payment) are used to conduct 

business depending on the relationship 

between the two business parties.  

The following observations were made. 

LETTER OF CREDIT 

¶ It was reported that Indian banks do 

not honor L/Cs opened by Pakistani 

banks issuing beyond an arbitrary 

limit of about US $ 10,000 due to a 

trust deficit. The fear is based on 

suspected non-compliance of terms of 

credit or a delay in payment by the 

issuing bank. As a result, shipments 

are released in parts replicating 

overheads, transport costs and 

processing. This was reported by 

importers of refined petroleum 

distillates. 

 

¶ Some trade of fabric, garments and 

lawn fabric takes place via trusted 

intermediaries in the EU, mainly 

Belgium. L/C is issued in India and if 

there is an issue, the intermediary in 

Belgium is bound by the sale contract 

to ensure the payment to the Pakistani 

exporters.  

¶ Indian banks at times request for an 

extension in the maturity date of the 

L/C for up to 60 days.  

¶ Exporters of refined base oil reported 

that on large L/Cs opened in India, 

A major exporter of textiles to India, due to 

past defaults now only exports on advance 

payment. They had currently prepared a 

shipment of made-ups amounting to US $ 

50,000, but held the consignment as the 

buyer refused to make the payment in 

advance as agreed earlier.  
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31 
intentional typing mistakes are made 

in the documents which results in ten 

to fifteen days of delay in payment. As 

per terms and conditions of the 

contract the payment has to arrive in 

five working days.  

¶ Since there is no direct courier service 

between India and Pakistan, the 

process of mailing the Bill of Lading to 

the receiving banks takes several days.  

DIRECT PAYMENT 

Apprehensions of Indian buyers about quality 

of imports from Pakistan were a major barrier 

to enter the market for new products. This 

was addressed by exporting goods on deposit. 

If the buyer was satisfied with the quality, 

only then would the buyer release the 

payment to the agent based in India. However, 

after the trust is developed, the transactions 

are based on direct payment. 

Exporters of dates and plastic sheets 

reportedly conduct business on direct 

payment. Many of them had long term 

relationships with their buyers. However it 

was reported that payments via Indian 

Telegraphic Transfers take many days to be 

credited.  

ASIAN CLEARING UNION 

None of the interviewees used the Asian 

Clearing Union due to the cumbersome 

process, number of days and high cost of the 

ACU dollar. 

VI.13 REDRESSAL OF GRIEVANCES 

Importers may file an appeal against Customs 

decisions on valuation matters to the Appeals 

Commissioner or the Customs, Excise, and 

Service Tax Appellate Tribunal (Customs Act 

1962). 

However, as the appeal process is lengthy and 

cumbersome, importers have no option but to 

accept the re-classification, over-valuation 

and other disputes in order to avoid detention 

and eventually other business consequences.  

VI.14 VISA ISSUES 

Most interviewees conducted trading over 

telephone or via agents and were not able to 

travel to India due to the restrictive visa 

protocol. The following issues were reported. 

VISA REQUIREMENTS 

There are stringent conditions for granting of 
visa.  Many businessmen were of the view that 
this was one of the worst NTB as they were 
neither able to explore new markets nor meet 
their current customers. They pointed out to 
the long list of conditions they have to meet 
(as given below) and have to wait for an 
indefinite period to get a reply.  Some of the 
difficulties pointed out by them are detailed 
below. 

Check list of documents for business visa are 
as follows: 

¶ Copy of Income Tax return/audited 
accounts/bank statement for the last 
two years to demonstrate gross 
sales/turnover of at least PKR 
10,000,000 per annum or  individual 
salary of the applicant at least PKR 
500,000 per annum 

¶ Letter from the company/firm in 
Pakistan giving details of the 
applicant, his/her designation and the 
purpose of visit  

¶ Copy of membership certificate of any 
Chamber of commerce in Pakistan 
and/or recommendation from any 
Chamber of Commerce in Pakistan 
(preferred). 

¶ Letter of invitation from any 
registered Indian Company/firm in 
India or any Federation/Chamber of 
Commerce and Industries. 

¶ Copy of letter of 
credit/correspondence with the 
registered company/firm in India. 

¶ Recommendation from any prominent 
chamber of Commerce in India 
(preferred)  
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32 
¶ If applicable, participation in a 

trade/business exhibition/fair in 
India, details of the nature of 
participation and a copy of the 
invitation form , the exhibition/fair 
authorities or Federation/Chambers 
concerned in India. 

¶ Any two documents of the Indian 
invitee such as passport (preferred), 
copy of electricity bill, telephone bill, 
ration card, Election I-card, along with 
their address and contact telephone 
numbers. 

¶ Previous Passports, if any or the latest 
passport with a previously issued 
India Visa. 

On the other hand, the requirements for a 
business visa for Pakistanis are relatively 
fewer: 

¶ Recommendation Letter from the 
concerned Chamber of Commerce & 
Industry in Pakistan 

¶ Invitation Letter from sponsor 
company in Pakistan 

¶ Request letter from company in India 
¶ Complete address and contact 

information of sponsor(s) in Pakistan 

LIMITED NUMBER OF DAYS 

Visa is granted for very few days and most of 

the time is spent in travel by train from city to 

city. 

REPORTING VISA 

Visas may be given on a reporting basis. 

Reporting to a local police station is very time 

consuming and may take up to half a working 

day. 

VISA PROCESSING TIME 

Visa process may take upto two months. For a 

business exporting internationally, this was 

too long a period to tie up the passport for. It 

is learnt that recently the visa protocol has 

been changed to require only a passport copy 

until the passport is requested for visa 

stamping. 

ARBITRARY REFUSAL OF VISA 

Visas are at times only granted to senior 

management and not technical teams, thus 

making any meaningful business discussion 

difficult.  

In some cases it was reported that visas are 

not granted even if fees for exhibition have 

been paid. 

VI.15 COURIER SERVICES 

There are no direct courier services.  The Post 

Office of Pakistan has a direct service called 

Shaheen Express. It is sent via PIA and has 

long and delayed delivery times as there are 

only 2 flights weekly. PIA only services Delhi 

and Mumbai. 

VI.16 NEGATIVE PERCEPTION 

TRADE BY SEA 

Similarly there is a prevalent view that trade 

via sea route is restricted despite the 

liberalization of the shipping protocol in 2006. 

A shipping company based in Mumbai was of 

the view that only national flag ships are 

allowed to carry cargo between India in 

Pakistan, despite the fact that this restriction 

was abolished in 2006. 

RELUCTANCE TO VISIT PAKISTAN 

Many Indian importers conduct a site 

inspection before signing a contract. However, 

they are reluctant to come to Pakistan for 

various reasons. 
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RELUCTANCE FOR FUTURE 

INVESTMENT FOR EXPORT TO INDIA 

A key member of APTMA opined that 

Pakistani companies should not invest in 

expansion of their business to meet the 

increase in demand from India as the process 

of trade normalization between the two 

countries may easily be derailed due to any 

event. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

VI.17 ANTI-DUMPING MEASURES 

According to WTO figures, India is one of the 

highest users of anti-dumping duties. Since so 

ÆÁÒ 0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔÓ ÈÁÖÅ ÂÅÅÎ ÌÏ×ȟ ÉÔ ÄÉÄ 

not face this problem. However, a recent 

incident shows that this could change. 

Recently there was a rise in export of Soda 

Ash (disodium carbonate) to India, in which 

Pakistan is highly competitive.  Although 

exports from Pakistan increased to just US $ 

9.4 Million in 2010 and constituted a small 

percentage of the total imports of Soda Ash to 

India which were US $ 83.5 Million. India 

started anti-dumping investigations, which 

led to a levy of US $5.6 per tonne on the 

Pakistani exporter, ICI. This was despite the 

ÆÁÃÔ ÔÈÁÔ 0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔ ÐÒÉÃÅÓ ×ÅÒÅ ÔÈÅ 

highest compared to other countries 

exporting to India during the POI and its share 

in total imports was the lowest amongst all 

exporting countries. 

FIGURE 13: TREND OF EXPORT OF SODA ASH FROM 

PAKISTAN TO INDIA 

 

0 

25 

50 

75 

100 

125 

150 

2006 2007 2008 2009 2010 

U
S

D
 M

ill
io

n 

India's global imports 

India's imports from Pakistan 

TRADE BY ROAD 

A cross-truck transportation agreement was 

signed in August/September 2007, allowing 

100 trucks daily from each side of the 

Wagah/Attari check post. Approximately 100 

Indian trucks enter Pakistan daily with 

Indian products since 2007. But Pakistani 

trucks only started to go in October, 2010.  

There was a perception that Pakistani trucks 

were not allowed to carry goods to India. 

However, Mr. Tahir Ali Cheema, Assistant 

Collector of Customs on an informal inquiry 

from his Indian counterpart learnt that there 

was no such prohibition from India. After 

learning this, the Custom official encouraged 

the businessmen to make use of the facility.  

The first truck from Pakistan to India crossed 

through Wagah on 7th October, 2010.  

BOX 2: NEGATIVE PERCEPTION ON TRUCK 

MOVEMENT AT WAGAH 
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BOX 3: ANTI-DUMPING DUTY ON SODA ASH EXPORTS FROM PAKISTAN TO INDIA 

  

Product Name: Soda Ash (HS Code: 28362000 

Application: Sodium Silicate, Detergents, Glass, Soap, Paper, Textiles, Chemicals. 

Current Status : On the SAFTA Sensitive List of Pakistan. Ant-dumping Duties of US $ 5.6/ tonnes 

have been imposed by India on exports from ICI. 

Potential of Export to India:  0ÁËÉÓÔÁÎȭÓ ÃÁÐÁÃÉÔÙ ÏÆ 3ÏÄÁ !ÓÈ ÉÓ ÁÂÏÕÔ 470,000 tonnes per year 

while local demand is 360,000 tonnes. Pakistan has a current surplus of over 130,000 tonnes to 

export as the domestic market is in a slump and has been contracting by 2 per cent a year.  

However, Pakistan has not been able to export more than 10 per cent of its export surplus.  

PakistanȭÓ exports of Soda Ash amounted to US $ 9.4 Million in 2010. This constitutes a low share 

in the overall imports of US $ 83.5 Million total in the Indian market which is rapidly growing at a 

rate of 7 to 8 percent. It is estimated that given its surplus capacity and abundance of raw 

material, Pakistan can supply more than 100,000 tonnes of Soda Ash to India annually. 

Pakistan has a significant price advantage over India as the main manufacturers are located in the 

South of India. The freight cost from South to Delhi is US $ 30 per tonne while the freight cost 

from Pakistani Manufacturers (ICI, Olympia) is US $ 7-14 per tonne. As a result India offers a 

promising market for Pakistan. 

Anti -Dumping Duties on Soda Ash in India and its Implications on Pakistan : 

India started anti -dumping investigation on imports of Soda Ash from Pakistan and other 

countries including China, EU, Kenya, Iran, Ukraine & USA. The notification was released to this 

effect in February, 2012.  The fact that the petition for imposition of Anti -Dumping duties was 

filed on 96% of all the Soda Ash exporters to India shows that this was more of a protectionist 

measure rather than a genuine case of  Anti-Dumping.  

 Pakistani exporter ICI Soda Ash was handed an Anti-Dumping duty of US $ 5.6/ tonne. 0ÁËÉÓÔÁÎȭÓ 

export price to India during the POI (April 2009-March 2010) was the highest  amongst all the 

alleged dumpers. The exporting company fully cooperated with the anti dumping investigation 

agency throughout the course of the investigation through their legal counsel in India, M/S 

Trilegal Law Associates. 

The soda ash industry  in Pakistan is based in remote areas and provides employment to 

thousands of people directly and indirectly in remote towns as Khewra (District. Jhelum) and 

Warcha (District. Khushab). Adverse impact of imports, leading to closure of these industries will 

have serious socio ɀ political implications . 



 

 

J
u

n
e

 
1

,
 
2

0
1

2 

35 

VII.  NON TARIFF BARRIERS BY SECTOR 
 

This section lists NTBs faced by sectors that 

present a high potential for export to India. 

The Appendix lists out the tariffs, para tariffs 

and import policy of India for the above 

identified high potential products.  

VII.1 SURGICAL 

POTENTIAL 

At HS level 6, surgical goods figure as the 

highest potential export to India with a 

potential market of US $ 215 million. 

Currently the exports amount to US $ 5.8 

million.  As indicated in the graph below, 

0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔÓ ÈÁÖÅ ÓÅÅÎ Á ÒÅÃÅÎÔ ÕÐ×ÁÒÄ 

trend, despite the economic downturn.  

FIGURE 14: TREND OF EXPORTS OF SURGICAL 

INSTRUMENTS FROM PAKISTAN TO INDIA 

 

TARIFF & IMPORT POLICY 

¶ Tariff on surgical instruments is 7.5 

percent.  An additional CVD of 16 per 

cent and an education cess of 3 per 

cent are also applied. 

¶ As per SAFTA rules of origin a 

minimum value addition of 30 percent 

is required if SAFTA concessions are 

claimed. 

¶ There is no central regulatory body 

(like the FDA in the US) for 

registration of exporters. 

¶ Surgical instruments are not on the 

SAFTA sensitive list. 

NTBS 

!Ó ÃÁÎ ÂÅ ÓÅÅÎ ÆÒÏÍ ÔÈÅ ÐÏÉÎÔÓ ÂÅÌÏ×ȟ .4"ȭÓ 

are relatively low for this tariff line:  

¶ Manufacturers are required to be ISO 

certified.  

¶ Various standards have been 

formulated for voluntary product 

certification schemes. These standards 

are not mandatory. 

 

VII.2 ETHANOL, DENATURED 

POTENTIAL 

Pakistan is presently the fifth largest country 

in the world in terms of area under sugar cane 

cultivation . In the last two decades Pakistan 

has consistently been one of the three largest 

molasses exporters in the world. The country 

is also a major ethanol exporter. Ethanol 

exports increased from 100,000 tonnes in 

2004 to 225,000 tonnes in 2010. Record 

highest exports of 350,000 tonnes were seen 

in 2008. 

There are 15 distilleries operating in Pakistan 

with an installed capacity of 400,000 tonnes 
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36 
(500 million litres) producing different grades 

of ethanol.  

There is a growing demand for ethanol in 

India, which is used for producing potable 

alcohol, chemicals and fuel blending. An 

increased emphasis by the government on 

ethanol blending for bio-fuels has further 

triggered demand. We estimate that the 

market has an indicative potential of US $ 66 

Million per year. 

In India, ethanol is mainly produced in three 
states; Uttar Pradesh, Maharashtra and Tamil 
Nadu. From time to time local governments 
impose restrictions on the export of ethanol 
out of the state.34 As a result, national oil 
companies have had difficulties supplying 
ethanol for the E10 mandated fuel blend to 
the states of Punjab, Haryana, Uttarakhand 
and Rajasthan.35 Three of these four states 
border Pakistan; consequently there is a very 
viable export opportunity for local 
manufacturers of ethanol. 

India imports substantial quantities of ethanol 

from Brazil and USA whereas only small 

volumes are shipped from Pakistan in FCL.  

Low volume of trade could be attributed to 

perception issues, lack of knowledge with 

procedures, registration requirements, and 

market pricing. 

TARIFF & IMPORT POLICY 

Denatured ethanol enjoys duty concession 

under SAFTA (tariff is 8 % as against MFN 

                                                             

34 In Uttar Pradesh, the largest sugarcane producing area 
ÉÎ ÔÈÅ ÃÏÕÎÔÒÙȟ ÔÈÅ ÓÔÁÔÅȭÓ ÅØÃÉÓÅ ÄÅÐÁÒÔÍÅÎÔ ÓÔÏÐÐÅÄ 
issuing ethanol export permits that would allow for 
transit out of the state on April 1, 2011. 
The Tamil Nadu government has not allowed the use of 
ethanol for petrol-blending purposes. In India, sugar 
mills in Tamil Nadu are forced to sell food grade ethanol 
to manufacturers of Indian Made Foreign Spirits (IMFS) 
×ÈÉÌÅ ÔÈÅÙȭÒÅ ÎÏÔ ÁÌÌÏ×ÅÄ ÔÏ ÓÈÉÐ ÅÔÈÁÎÏÌ ÔÏ ÏÔÈÅÒ ÓÔÁÔÅÓȟ 
keeping them out of the fuel ethanol supply chain and 
limiting their trade opportunities. This has led to a huge 
stockpile of ethanol. 
35http://www.biofuelsdiges t.com/bdigest/2011/08/29
/india -continues-to-struggle-with -production-for-e10-
mandate/ 

tariff of 30%).  Pakistani exporters not only 

have an edge in duty rates but also in freight 

charges. Therefore, they can take advantage of 

this opportunity to increase their market 

share. 

NTBS 

¶ Indian importers need to have a license to 

import, transport , store and 

use ethanol, which involves state and 

central government authorities. 

¶ Regulations differ from state to state and 

are based on the end use of ethanol.  

¶ Exports to India are not price competitive 

as the Government of India regulates the 

price of locally produced ethanol, at times 

even below manufacturing costs.36    

 
 

¶ Transport Issues: 

 

a. Most of the Pakistani exporters, export 

on an FOB basis in bulk to traders 

based in Europe. Most exporters do 

not want to deal with transport 

related issues and prefer to export on 

an FOB basis.  This is not the most 

suitable mode for making an entry 

into the Indian market as the 

transactions involved are large (of up 

to 3000 MT).  

                                                             

36 Ethanol price has been fixed at INR 27/liter in order 
to ensure cheap supply for mixing with petrol. 
Maharashtra State Federation of Cooperative Sugar 
Factories ÈÁÓ ÔÏÌÄ )ÎÄÉÁȭÓ 5ÎÉÏÎ 'ÏÖÅÒÎÍÅÎÔ to raise the 
ethanol price from Rs 27/liter to Rs 35/liter, citing 
increased production costs. 

http://www.agra-net.com/portal2/home.jsp?template=newsarticle&artid=20017898183&pubid=ag072
http://www.agra-net.com/portal2/home.jsp?template=newsarticle&artid=20017898183&pubid=ag072
http://www.biofuelsdigest.com/bdigest/2011/08/29/india-continues-to-struggle-with-production-for-e10-mandate/
http://www.biofuelsdigest.com/bdigest/2011/08/29/india-continues-to-struggle-with-production-for-e10-mandate/
http://www.biofuelsdigest.com/bdigest/2011/08/29/india-continues-to-struggle-with-production-for-e10-mandate/
http://timesofindia.indiatimes.com/city/pune/Sugar-factories-demand-35-per-litre-for-ethanol/articleshow/11380897.cms
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b. Non-availability of liquid handling 

facilities at land ports had previously 

precluded the possibility of FCL and 

ISO containerized shipments via road. 

However, containerized shipments 

have recently been allowed through 

Wagah. This facility will now open up 

the following two modes of ethanol 

exports that are price competitive:  

 

¶ ISO Containers: /ÎÅ ςπȭ )3/ 

container can load approximately 

18.5 ɀ 20 MT of ethanol, 

depending upon the size of the ISO 

container.  

¶ Full Container Load (FCL): Ethanol 

can also be transported plastic 

drums (210 and 250 litres) and 

loaded in a ςπȭ dry container. One 

ςπȭ ÃÏÎÔÁÉÎÅÒ ÃÁÎ ÌÏÁÄ ÁÒÏÕÎÄ 

13.44 MT of ethanol (80 drums are 

loaded in one container).  

 

VII.3  METAL SCRAP 

POTENTIAL 

There is a significant demand for metal scrap 

in India. Pakistan exported copper scrap 

worth US $ 4.3 Million in 2010.  

TARIFF & IMPORT POLICY 

MFN Duty of 5 per cent is applied. In addition 

a 16 per cent CVD, 4 per cent additional CVD 

and 3 per cent cess are also levied. 

NTBS 

¶ Pre-shipment quality tests are 

required. The testing facility is 

inspected and approved by the 

competent authority at the company. 

The test reports for elemental 

composition and screening for radio-

active material. If the elemental 

composition is not as per the 

specifications, the payment is adjusted 

accordingly.   

¶ Due to fluctuations in the international 

prices, the value of a shipment may 

change from the time of the sale to 

when it arrives at the port if 

international prices become higher. In 

such a case, the Indian Customs does 

not accept the transaction value and 

instead base their valuation at the 

higher prevalent international prices. 

¶ There have been some instances of 

theft if the shipment is sent from 

Sialkot to Karachi via truck. Exporters 

would prefer to export by bonded 

containers via the Sambrial dry port 

although the cost of shipment 

increases by 5 percent as port and 

handling charges have to be paid at 

both the dry port and the sea port. 

¶ Theft of even low quantities such as of 

4-5 kg en route creates unreliability 

with t he buyer as the L/C is issued for 

a different weight.  

 

VII.4  TEXTILES &  CLOTHING 

The textile sector has the largest export 

potential to India. However as textiles form a 

ÌÁÒÇÅ ÐÁÒÔ ÏÆ )ÎÄÉÁȭÓ Ï×Î ÅØÐÏÒÔÓȟ ÔÈÉÓ ÓÅÃÔÏÒ ÉÓ 

heavily regulated across different tariff lines.  

This section provides a macro view of existing 

exports to India as well as NTBs across 

specific tariff lines. 
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POTENTIAL 

FIGURE 15ȡ 42%.$ /& ).$)!ȭ3 4EXTILE IMPORTS 

 

India offers a large potential market for 

textiles. Figure 56 shows that total import of 

textiles in India was over US $ 3 Billion with 

imports from China and Chinese Taipei 

constituting US $ 1.6 Billion of that mix.  

 The total import from Pakistan to India was a 

mere US $ 30 Million in 2010. Most of this was 

non-value added textiles.37 

Total import from SAARC countries was 

approximately US $ 300 Million in 2010. 

Bangladesh and Nepal were the largest 

exporters of textiles to India. This may be 

attributed to the deeper concessions awarded 

to the two countries as LDCs under SAFTA.  

As is seen in Figure 57, exports from Sri Lanka 

and Bangladesh are on the rise, while exports 

from Pakistan are decreasing. This is on 

account preferential treatment to Bangladesh 

(LDC under SAFTA) and Sri Lanka (FTA). 

                                                             

37 HS Chapter 50-60 
 

FIGURE 16 42%.$ /& ).$)!ȭ3 4%8TILE IMPORTS FROM 

SAARC COUNTRIES 

 

Out of a total of 654 tariff lines at HS level 6 

for textiles, Pakistan has a positive net RCA in 

354 tariff lines. The total indicative potential 

for the determined 354 tariff lines is $ 360.87 

Million, which is larger than the total current 

import from  SAARC countries (see 0 for a list 

of high potential textiles). 
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Figure 58 below lists textile tariff lines where 

Pakistan has a competitive advantage as an 

exporter. The main potential products are 

woven cotton fabrics including denim and 

lawn. In addition there is a substantial 

potential for synthetic, knitted fabrics and 

garments as well.  

FIGURE 17: TOP POTENTIAL TEXTILE EXPORTS TO INDIA, 

aggregated for HS Level 6 items with net RCA > 1, 

indicative potential > US $ 1 MIL 

 

TARIFF & IMPORT POLICY 

Composite tariffs are applied on 685 tariff 

lines of textiles and clothing. If Ad Valorem 

Equivalents (AVEs) are included in the tariff 

analysis, the average protection increases 

from 9.6 to 16.2 per cent for textiles and 10 to 

25.7 per cent for clothing. In some cases (e.g. 

shawls, scarves exceeding 60 cm) tariffs are 

very high. 

Textiles are protected under SAFTA as well. 

COTTON 

Pakistan has an exportable surplus of short 

staple cotton. Due to its coarse nature of fibre, 

short-staple cotton is mainly used for thick 

textile materials including denim and 

knitwear. 

There is an absence of BT seed for short staple 

in India. Efforts are being made by private as 

well as government agencies to develop BT 

seed for short staple variety.38 Until this 

variety is developed, there will be a large 

demand for coarse strain cotton from 

Pakistan. 

Pakistan is a net importer of cotton as its 

consumption exceeds its production. 

Furthermore, it also needs to import better 

finer cotton for blending and for producing 

export oriented quality textile products. Last 

year Pakistan imported raw cotton worth US 

$375 million dollars and India was the major 

source. 

Pakistan follows a free trade policy for cotton 

with no quantitative restrictions or duties on 

either imports or exports. It will be in 

0ÁËÉÓÔÁÎȭÓ ÉÎÔÅÒÅÓÔ if both countries follow a 

free trade policy and do not impose 

export/import taxes or other restrictions o n 

import/export of cotton.  

Considering our dependence on import of 

cotton from India, it would be best if some 

assurance was obtained from India for not 

placing any export restrictions or export 

duties on cotton. 

DENIM 

Denim from Pakistan is price competitive as 

increasing dependence on imported short-

staple variety of cotton has put an additional 

cost pressure on Indian denim manufacturers. 

Figures show an indicative export potential of 
US $ 16 Million. 

                                                             

38http://www.business -
standard.com/india/news/short -staple-cotton-imports-
may-rise-to-meet-denim-requirements/157410/on  

http://cottonmarketnews.com/tag/fiber/
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LAWN FABRIC  

POTENTIAL  

The lawn business has been posting a steady 

10 per cent annual growth despite rising 

inflation. The growth in lawn business has 

doubled in the last 10 years.39  The annual size 

of the lawn market in Pakistan is PKR 50 

billion. There has been an increasing demand 

for lawn in India. While some formal trade 

takes place via sea and rail, a substantial 

amount of informal export has also been 

reported through suit cases.  

TARIFF & IMPORT POLICY 

While most lawn fabric product lines face 

specific tariffs on an MFN basis, under SAFTA, 

the duty for Pakistan is 8 per cent. Lawn is not 

protected by the sensitive list. For details, 

please see Appendix.  

NTBS 

¶ Importers  need to submit the 

shipment samples in their government 

laboratories to ensure that the dyes 

and colours used are non hazardous. 

¶ Certificates of quality are issued after 

extensive sample testing for 3 months 

after which they are required to be 

renewed. 

¶ Automatically generated invoices by 

the companies are not accepted and 

have to be reformatted as per 

cumbersome requirements i.e., in the 

order of specific serial blocks and 

commodities etc. 

¶ 4ÈÅ ÃÏÍÐÁÎÙȭÓ ÓÐÅÃÉÆÉÃÁÔÉÏÎÓ ÁÎÄ 

standards are certified by the 

company lab and are (in rare 

instances) not accepted in India. 

¶ Certificates of International 

certification and testing labs like SJS 

are not accepted. 

                                                             

39 Orient Textile Mills 

POTENTIAL 

Pakistan exported US $ 5.8 million worth of 

degreased wool in 2010. Wool is uses in the 

carpet industry in Bikaner, Rajasthan. 

According to an exporter, because of his 

ability to export to India, he can get four times 

higher price than he gets in Pakistan. 

TARIFF  

This product is eligible for a 20% duty 

concession under SAFTA. The preferential 

tariff is 8 percent.  An additional CVD of 4 

percent and educational cess of 3% is levied 

on the product. 

NTBS 

An SPS certificate is required. It is issued by 

the Health Department (Ministry of Food and 

Livestock) in Karachi and is accepted in India. 

BED LINEN 

Pakistan has a large comparative advantage 

over India in bed linen; however exports have 

been limited due to stringent testing 

requirements. Most bed linen exported from 

Pakistan is reported to be sold under 

European or local Indian labels. There are 

serious Customs valuation issues also. In 

order to avoid Customs complications, many 

exporters export via middlemen in Dubai.  

Plain cotton bed linen is on the sensitive list 

and faces a tariff of 10 per cent. All other 

categories get a 20 percent concession under 

SAFTA. Specific tariffs on certain categories do 

not apply to Pakistan under SAFTA. 

 

VII.5  MINERALS 

Main potential exports are Gypsum, 

Chromium Ores, Fluorspar, Marble and 

Natural Steatite. Except for marble, no NTB 

was reported in this sector. In addition to the 

8% customs duty, other charges levied on 
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41 
imports include CVD 8%, additional CVD 4% 

and educational cess 3 %. 

VII.6  CEMENT 

POTENTIAL 

The cement industry in India is facing 

challenges to meet local demand despite a 

domestic installed capacity of about 234 

million tonnes and an aggregate production 

capacity of 167 million tonnes. Due to an acute 

shortage, it takes approximately fifteen days 

for delivery of cement bags on cash basis. This 

has delayed projects and construction 

schedules in the country and is thus forcing 

the government to import cement.40 

The bordering Indian states of Punjab and 

Haryana alone have the capacity to import 6 

to 7 million tonnes of cement (after utilising 

domestic production of 4 million tonnes). The 

total current cement export to Indian is 

estimated to be well short of one million 

tonnes.4 

FIGURE 18 0!+)34!.ȭ3 02/$5#4)/N CAPACITY AND 

EXPORT OF CEMENT (MILLION METRIC TONNES) 

 

3ÏÕÒÃÅȡ #ÅÍÅÎÔ %ØÐÏÒÔÅÒÓȭ !ÓÓÏÃÉÁÔÉÏÎ ÏÆ 0ÁËÉÓÔÁÎ 

                                                             

40
 Daily Times reported on November 10, 2011 

As shown in Figure 18, Pakistan has the 

surplus production capacity export to India. 

Pakistan cement manufacturers have a 

combined installed capacity of around 44 

million tonnes whereas cement demand 

stands at approximately 31 million tonnes. 

Pakistani cement exporters also have a price 

advantage over Indian cement. Indian cement 

prices stand at almost 280 rupees per 50-kg 

bag but if cement is imported from Pakistan, 

the landed cost is 16 percent cheaper at 

almost 235 rupees per 50-kg bag. 

TARIFF & IMPORT POLICY 

The tariff is 8 percent under SAFTA as 

opposed to the 10 percent MFN tariff. A CVD 

of INR 600 per tonne is applied. An additional 

CVD of 4 per cent and education cess of 3 per 

cent is also levied.  

NTBS 

¶ A BIS Certification is required to 

export cement to India. The cost of this 

certification is approximately US $ 

2,000 for two years (one year for the 

first time renewal) . 

¶  The BIS issues licenses to cement 

exporters after an on-site inspection of 

the factories to ensure compliance 

with BIS quality standards. It may take 

one to six months to renew this 

licence. All travel and living expenses 

are covered by the exporter. 

¶ While, Pakistan and India have 

recently signed an MRA, it has been 

reported that the Bureau of Indian 

Standards (BIS) is delaying the 

renewal of export licenses to major 

Pakistani cement manufacturers.41 BIS 

officials are reluctant to visit Pakistan 

as the Indian Ministry of Interior has 

                                                             

41 The Business Recorder on 05/04/2012 reported that 
several Pakistani cement companies are waiting for 
Indian inspection to get licenses to start cement export 
to India. 

0.0 10.0 20.0 30.0 40.0 50.0 

2007 

2008 

2009 

2010 

2011 

2007 2008 2009 2010 2011 

Export to India 0.0 0.8 0.6 0.7 0.6 

Surplus 
Capacity 

6.0 6.9 10.5 10.5 9.8 

Total Exports 3.2  7.7  10.8  10.7  9.4  

Production 
Capacity 

30.3 37.2 41.8 44.7 41.2 
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42 
not granted an NOC to visit Pakistan 

on security grounds. 

Four Pakistani companies ɀ Attock 

Cement, Cherat Cement, DG Khan 

Cement and Kohat Cement ɀ have 

been unable to export cement to India 

after their BIS license expired. A BIS 

team was scheduled to visit Pakistan 

in August 2011 to grant license to the 

four cement factories. However, the 

BIS team has still not visited despite 

the recent commitment to harmonise 

standards requirements.  

¶ Limited shipping routes are available 

for key ports in south India (e.g. 

Cochin, Chennai and Calcutta). Ships 

are mostly routed through Colombo.  

¶ Local cement manufacturers until 

recently could only export to India 

through trains. Therefore, only a 

limited quantity of cement could be 

exported to India. However, the recent 

permission to export through Wagah 

is expected to boost cement exports.  

VII.7  AGRICULTURE  

 

POTENTIAL 

Pakistan is one of the world's largest 

producers of several agricultural products 

including chickpeas (2nd), apricot (4th), 

cotton (4th), milk (4th), dates (4th), sugarcane 

(5th), onion (5th), kinnow, mandarin oranges, 

Clementine (6th), mango (6th), wheat (8th) 

and rice (11th).  

However, except for rice, kinnow (and other 

citrus fruit), mangoes, dates and apricots, 

where it is a net-exporter, it often imports 

agriculture products like cotton, sugar, and 

milk. Wheat used to be another major import 

but recently Pakistan has been producing 

more than its needs and has been seeking 

export markets for its surplus stocks. 

During 2010 main agricultural exports to 

Pakistan with a value of more than $10 million 

were: cotton ($357 million); sugar 

($157million); soybean ($117million); 

chickpeas ($161 million); tomatoes 

($40million); black tea ($26million); chillies 

($14 million) and onions ($13 million).  

Agriculture is far more relevant in PakistanȭÓ 

total trade than it is for India. In case of 

Pakistan, its relevance for exports is 18.4% vs 

IÎÄÉÁȭÓ ρπȢχϷ ÁÎÄ ÆÏÒ ÉÍÐÏÒÔÓ ÉÔ ÉÓ ρχȢσϷ ÖÓ 

India 5.4%. Therefore, questions are likely to 

be raised as to why so many agricultural 

products are being imported from India and 

why is Pakistan not doing enough to export 

those agricultural products where it is 

competitive.  

Pakistan has to insist on seeking market 

access under SAFTA for products of its export 

interest and thus balance its trade in 

agricultural products. Pakistan has enough 

surplus of value added agricultural produce 

like citrus (kinnow), mangoes, and other 

fruits.  

In the past decade, India has experienced a 

shift in consumption patterns from traditional 

food grains to high value fruits and vegetables 

and processed foods. Its imports of citrus fruit 

and juices have been growing rapidly. During 

the last decade, it is estimated that the 

compound annual growth rate from around 

the world was over 60%. Therefore, Pakistan 

can substitute other countries and can be a 

major exporter of citrus fruit to India. 
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FIGURE 19: TREND OF IMPORT OF MANDARINS IN INDIA 

 

Another major fruit that Pakistan can export 

to India in substantial quantities is mango. 

#ÕÒÒÅÎÔÌÙ 0ÁËÉÓÔÁÎȭÓ ÁÎÎÕÁÌ ÐÒÏÄÕÃÔÉÏÎ ÉÓ ρȢφ 

million tons but only 0.13 million tons is 

exported because mangoes have a short shelf 

li fe and also meeting sanitary and phyto-

sanitary (SPS) conditions of developed 

countries has been rather challenging. The 

Alfonzo variety of Indian mango comes in 

March and April and there is a shortage in 

June when the mango season in Pakistan is at 

its peak. 

Chwara (dried dates) are the leading current 

export of Pakistan to India, amounting to US $ 

49 million in 2010.   

The exports are expected to rise in the coming 

years due to a fall in local consumption 

patterns. Dates are mostly consumed in the 

month of Ramadan in Pakistan, and for the 

next cycle of 33 years Ramadan will not fall in 

the peak season of dates.42 Hence there will be 

an additional exportable surplus of 70%.  

In order to gain access to the Indian market, 

Pakistan can rest its case on the following 

arguments: 

¶ )Î ÇÅÎÅÒÁÌȟ 0ÁËÉÓÔÁÎȭÓ ÁÐÐÌÉÅÄ ÔÁÒÉÆÆÓ ÏÎ 

agricultural products are lower than 

India. Our average tariff rate works 

out to be 20 percent whereas in India 

it is 33 percent.  In addition, India also 

                                                             

42Pakistan Fruits and Vegetable Association. 

levies education cess of 3 per cent on 

these products.  

¶ Pakistan however, allows import of 

several agricultural products between 

0 to 5 per cent duty where India is 

competitive such as vegetables.  India 

does not do so for those products such 

as kinnows where Pakistan is 

competitive.  Indian duty on fruits 

ranges from 30 to 50%. 

¶ India is one of the biggest subsidizers 

of agricultural inputs. For example, 

India pays fertilizer producers directly 

in exchange for the companies selling 

fertilizer at lower than market prices. 

Irrigation and electricity are supplied 

directly to farmers at prices that are 

below the cost of production. These 

policies result in effective subsidies to 

the farmer of 40 to 75 percent for 

fertilizer and 70 to 90 percent for 

irrigation ad electricity. 

¶ )ÎÄÉÁȭÓ ÓÁÎÉÔÁÒÙ ÁÎÄ ÐÈÙÔÏÓÁnitary 

(SPS) regime is rather strict. There are 

many other restrictions on import of 

agriculture products. See appendix C 

and D. Many international studies 

show that these measures are used to 

restrict imports rather than for any 

scientific reasons to control crop-

related diseases.  

¶ India has high WTO bound tariffs and 

it often adjusts its applied tariffs 

periodically to help meet domestic 

price stability goals; either raising 

tariffs to help strengthen producer 

prices or reducing tariffs to help 

moderate rising consumer prices.  

Pakistan also follows this policy but 

only for major products such as sugar 

and wheat. 

¶ For major agriculture produce such as 

wheat, rice, sugar and cotton status 

quo may have to be maintained. In 

these cases, it would be best if the 

situation were reviewed each year 

depending on local crop conditions. A 

summary of the existing trade policy, 
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tariff regime and competitive position 

ÏÆ 0ÁËÉÓÔÁÎȭÓ ÍÁÊÏÒ ÐÒÏÄÕÃÔÓ ÉÓ ÇÉÖÅÎ 

below: 

Wheat 

In the recent past, both India and Pakistan 

have been producing more wheat than their 

requirements. However, this is not always so 

as both have also resorted to imports when 

the crop fails.  

There is no import duty on wheat in India but 

wheat flour is subject to 30% tariff. In 

Pakistan, there is no duty on wheat flour but 

wheat is subject to 10 % duty. The duty rate is 

often raised or reduced depending on the local 

wheat crop.  

The following graph compares retail  prices  

(USD/kg)  for  wheat in  Pakistan (Lahore) and 

India (Delhi). In the last months the price has 

decreased in both countries.  When there is 

substantial difference in the retail prices, 

wheat gets smuggled across the borders as 

happened in 2007. The following graph shows 

that the wheat retail prices have been similar 

for the last several months. 

FIGURE 20: RETAIL PRICE OF WHEAT IN DELHI AND 

LAHORE 

 

Source: own elaboration on FAO data 

Rice 

"ÏÔÈ )ÎÄÉÁ ÁÎÄ 0ÁËÉÓÔÁÎ ÁÒÅ ÔÈÅ ×ÏÒÌÄȭÓ 

leading producers and exporters of rice. 

PakistanȭÓ exports of basmati and Irri amount 

to about $2 billion. Indian exports of rice are 

expected to be about $3.7 billion during the 

current year. 

Our rice producers have been expressing 

concern about opening of trade with India. 

This could be due to the fact that prices of 

Indian rice currently range from $360 to $450 

per ton whereas average price of Pakistani 

rice is $480 per ton.  The following graph 

compares retail prices for rice in Pakistan 

(Lahore) and India (Delhi). Over time, rice 

prices in Pakistan have been more volatile 

than in India, and also higher. Furthermore, 

since the last months of 2011 the price for rice 

in Pakistan has significantly increased while 

the price in India has been much more stable.  

Wheat Retail (USD/Kg)
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FIGURE 21: RETAIL PRICE OF RICE IN DELHI AND LAHORE 

 

Source: own elaboration on FAO data.  

Furthermore, last year India had a bumper 

harvest in excess of 100 mt and it has stocks 

of over 34 mt in state-run warehouses. India is 

expected to export up to 7 million tons, which 

would be a record.  

Currently Pakistan has an import duty of 10% 

whereas there is no duty in India. Considering 

the concerns of our rice producers, it may be 

prudent not to open rice trade. It should 

however be noted that according to FAO, 

despite bumper crop in India, Pakistan should 

not only be able to keep its export share in the 

international market but also increase it.  

Both countries could cooperate on attaining GI 

mark for basmati rice in the international 

market. It is not going to be an easy exercise 

as it will be extremely difficult to agree on 

specified areas where basmati is grown and 

what varieties could be considered as genuine 

basmati. 

Sugar  

3ÕÇÁÒ ÉÓ 0ÁËÉÓÔÁÎȭÓ ÓÅÃÏÎÄ ÌÁÒÇÅÓÔ ÁÇÒÏ-

industry after textiles. Yet local production 

often fails to meet domestic demand and 

sugar has to be imported. For example, in 

2010/1 1 Pakistan imported 1.1 million tons of 

sugar worth $800 million.  

Similarly, Indian production is also cyclic. This 

year they are expected to export about 3 

million tons but in 2009 they had to import 

2.5 million tons.  

Both countries follow flexible policies and 

vary their trade policy and tariff regime from 

year to year. When there is a short fall, both 

waive import duties. On the other hand, 

whenever there is surplus, regulatory duty is 

imposed to check imports. Also different 

policies are followed for raw and refined 

sugars. In Pakistan, the Trade Corporation of 

Pakistan plays significant role in stabilizing 

the prices of sugar in the domestic market. 

Considering the politics and sensitivity of the 

sugar prices for consumers, it is not easy to 

have any predictable tariff or trade policy 

regime for sugar. However, having a flexible 

trade policy regime may be in the interest of 

both countries. 

NTBS 

¶ Imports of plants and plant material 

are required to be accompanied by a 

SPS issued by the national plant 

protection organization of the 

exporting country and an import 

permit issued by the officer in charge 

of the plant quarantine station.   

¶ Certain products can be imported 

without import permi t but may be 

required to fulfill other conditions 

such as fumigation.   

¶ Imports of plant and plant products 

may only enter the Indian Territory 

through designated ports. 

¶ Lack of cold storage facilities on the 

Indian side near the border 

discourages the export of perishable 

food products from Pakistan. 

Shipments therefore mainly comprise 

of dry fruits and dried medicinal 

herbs. 

¶ Unnecessary delay occurs at ports in 

India, because the documents 

including the original SPS certificates, 
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46 
bill of lading etc are routed through 

third country courier (i.e. Dubai) and 

then these documents are sent to the 

bank of the importer in India thereby 

resulting in demurrages and loss of 

quality of perishable items. 60-70% of 

the shipment can perish in hotter 

climate. 

¶ The containers for onions are open 

tray top, which are designed to allow 

circulation of wind while the vessel is 

at sea, however when the container 

lies on ground the circulation of air 

stops. Thus if placed there for longer 

period of time, the onions can perish. 

¶ Refer containers are required to 

export kinnows and mangoes. The lack 

of transport infrastructure and cold 

storages to discourage the export of 

fresh fruit e.g. kinnow and mango to 

India.  

¶ Packing standards negatively impact 

the export of agricultural produce.  

¶ Date exporters have reported a theft 

of 2-4 kilograms on average per truck.  

If a bag is opened, the importer may 

exaggerate the amount of theft. To 

prevent theft, a dry port in Sukkur or 

Khairpur was suggested so that 

bogeys may be sealed in the presence 

of a trusted clearing agent at Sukkur. 

VII.8 CHEMICALS 

POTENTIAL 

The exports of chemicals from Pakistan were 

almost US $ 40 Million in 2010. 

The indicative potential of top ten high 

potential chemicals (net RCA > 1, indicative 

potential > 1 Mil) is US $ 70 Million. Key 

potential exports are 1,2-Dichloroethane 

(ethylene dichlor ide), disodium carbonate 

(soda ash) and terephthalic acid (TPA).  

 

FIGURE 22: TREND OF EXPORT OF CHEMICALS FROM 

PAKISTAN TO INDIA 

 

Source: UN COMTRADE, 2006-2010  

TARIFF & IMPORT POLICY 

Certain chemicals are on the negative list of 

SAFTA including Soda Ash.  

However for other high potential chemicals 

(e.g. di-ethylene chloride), there is a 

preferential tariff of  6.5-8% (MFN is 10%). 

Additional duties of CVD (16%), additional 

CVD (4 %) percent and educational cess (3%) 

percent are also levied. According to the 

Import  Policy of India, no certifications or 

permits are required. 

NTBS 

¶ Chemical products have short shelf 

life, and therefore there should be 

proper storage facilities and should 

not be left out in open sheds.  

¶ Hazardous material in chemicals and 

liquid forms cannot be exported to 

India due to unavailability of handling 

facilities at dry ports in Pakistan and 

India. 

 

VII.9 LEATHER 

POTENTIAL 

0ÁËÉÓÔÁÎȭÓ ÅØÐÏÒÔÓ ÔÏ )ÎÄÉÁ ÉÎ ÌÅÁÔÈÅÒȟ 

including footwear thereof, have been well 

below US $ 1 Million.  However figures 
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47 
indicate a potential of US $ 356 Million in this 

category with a significant potential in value 

added goods like leather suitcases, handbags, 

and footwear. 

TARIFF AND IMPORT POLICY 

It may be noted that except footwear, leather 

items are not on the sensitive list. They are 

granted concessions under SAFTA of 20 per 

cent. Leather goods face a CVD (16%), 

additional CVD (4 %) and education cess (3 

%). 

NTBS 

¶ Leather footwear is on the Sensitive List 

of SAFTA and thus no tariff concessions 

are available. 

¶ Some manufacturers are of the view that 

Leather products may not be competitive 

in price with Indian products as the main 

input chemicals are locally produced in 

India. 

¶ Exporters also requested that the export 

of raw hides to India may be regulated in 

order to protect the local manufacturers. 

VII.10  MARBLE 

 

POTENTIAL & TARIFF 

The indicative potential is US $ 23.6 Million.  

Tariff of 10 per cent is applied. An addition 
CVD of 4 per cent and education cess of 3 per 
cent are also levied. 

NTBS 

¶ India maintains import quotas for marble 
and similar stones (HS 2515.11.00, 
2515.12.10, 2515.12.20, and 2515.12.90).  

Quotas are established annually and 
administered on an MFN basis.  

¶ Criteria of awarding a license are revised 
via notifications and circulars issued by 
DGTP on a yearly basis , thus creating an 
atmosphere of uncertainty.43  

¶ Marble is currently on the list of 415 
sensitive items whose import is 
monitored.44 There is a minimum import 
price of US$ 50/kg. 

¶ As the import of marble blocks and slabs 
is regulated with licensing and quotas, 
only a few companies hold the license to 
import. Companies lend licenses at Indian 
Rupees 10,000 per tonne rather than 
experiment with newer varieties from 
Pakistan.   

¶ New importers wish to conduct a site 
inspection before signing a contract. 
However, they are reluctant to come to 
Pakistan, as they fear that a Pakistani visa 
stamp on their passport will create visa 
issues with western countries.  

¶ Pakistan mainly exports marble blocks as 
the duty is much higher for marble slabs. 
In some cases, Pakistan has been able to 
secure contracts for marble slabs directly 
from architects working on hotel projects. 

The main marble processing region is in 
Rajasthan. The shipment reaches the Mundira 
port from Karachi in 12 hours. The Bill of 
Lading is issued in 24 hours. Documents take 
another three days to courier (via Dubai) and 
another week for processing at the bank. As a 
result, demurrages are incurred. However, 
there is a possibility to negotiate an 
agreement with the shipping carrier to 
provide free detention for 14 days. 

 

 

                                                             

43 DFGT Notification No. 36/2009-2014, 31 March 2010; 
and DGFT Circular No. 29/2009 -2014, 31 March 2010. 
44 Department of Commerce online information, "Trade 
Statistics:  Imports of Sensitive Items".   
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VII.11  PLASTIC WARE 

 

POTENTIAL 
A major exporter (Allied Plastic Industries) of 
PVC printed and laminated sheet, flooring and 
PVC flex for use in bill boards reported that 

Pakistani products compete on quality in the 
Indian market against the cheaper imports 
from China and Thailand. It was reported that 
this export is in great demand and is marketed 
as high quality import from Pakistan. There is 
a notable demand for Pakistani tableware and 
kitchenware including water coolers. 

TARIFF AND IMPORT POLICY 

The MFN tariff is 10 percent. Many plastic 
items are on the Sensitive List of SAFTA. 

NTBS 

¶ There were no specific NTBS reported 

except for the general ones such as lack of 

direct shipments .   

VII.12 AUTOMOTIVE COMPONENTS 

For the purpose of this study, all companies 

that exported automotive components to 

India in 2011 were interviewed.  

The Pakistan Association of Automotive Parts 

Accessories Manufacturers (PAAPAM) was 

also interviewed.  

TARIFFS & IMPORT POLICY 

Tariff is 8 per cent under SAFTA.  Additional 

charges of CVD (16 %), special CVD (4 %) and 

education cess (3 %) are also levied on these 

products. There are no import restrictions, 

licenses or permits for auto components in 

India. 

TABLE 4: IMPORT POLICY OF INDIA FOR AUTOMOTIVE 
PARTS, 2009-2013  

Source: Foreign Trade Policy of India, 2009-2013 

NTBS 

The following NTBs were identified in the 

survey: 

MISPERCEPTION OF EXTENSIVE 

STANDARDS REQUIREMENTS 

Contrary to the prevalent view, the import in 

the automotive sector is not regulated by 

mandatory standards of the Bureau of Indian 

Standards. The exporters interviewed also 

confirmed this fact.  

Internatio nal ISO certifications are accepted 

and no other certifications are required. All 

the companies interviewed had an ISO 

certification including ISO 9000 and ISO TS 

16494.  

It should be noted that BIS has a voluntary 

product certification scheme for quality 

certification. For the purpose of this scheme, 

the BIS have formulated standards for vehicle 

equipments and systems in association with 

the Automotive Research Association of India, 

Central Institute for Road Transport and 

manufacturers.  

The Transport Engineering Division Council 

has developed a total of 1085 standards for 

 Tractor 
Parts 
HS 
870810  

Liquid 
Pumps 
HS 
841381  

Unit  Kg 
per 
piece 

Standard rate of duty  10 7.5 

SAFTA Tariff 8 8 

CVD 16 16 

Spl. CVD 4 4 

Educational Cess 3 3 

Policy Conditions/Licensing 
Requirement  

None None 

SAFTA RoO General 
30% 
DVA 
 

http://www.cbec.gov.in/customs/cs-act/notifications/notfns-2k6/csnt75-2k6.htm
http://www.cbec.gov.in/customs/cs-act/notifications/notfns-2k6/csnt75-2k6.htm
http://www.cbec.gov.in/customs/cs-act/notifications/notfns-2k6/csnt75-2k6.htm
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49 
the field of transport engineering including 

air, water, road and rail transport out of which 

554 standards are for automotives and parts. 
45 The standards cover a range of aspects 

including product standards and methods of 

testing. 

Despite the fact, that these standards are not 

mandatory, the number of these standards 

has created an atmosphere of apprehension 

among the exporters of automotive parts in 

Pakistan. Concerns were reported regarding 

the cost and process of certification at 

laboratories inconveniently located far away 

from ports.  

EXTENSIVE SAMPLE TESTING  

Exporters are required to comply with 

company specifications and submit elemental 

composition reports. An extensive sample 

integration testing is conducted in India for 

this purpose. If the sample is not per stated 

specifications, the landed cost of the sample is 

claimed from the exporter. The ISO 

certification has to be submitted to the 

company just once and the product 

specification reports have to be included with 

every shipment. 

LACK OF HANDLING INFRASTRUCTURE 

AT THE LAND PORTS  

Lack of fork lifters is a major barrier. This 

issue arises in all land ports and the sea port 

in Karachi. The Nhava Shiva port in India is 

fully equipped with state of the art facilities 

and there are no handling issues there. Fork 

lifters are required at Wagah as the 

consignment has to be unloaded at the port as 

containerized transport is not allowed. The 

shipment is packed in pellets of 22 tonnes 

                                                             

45  The remaining standards formulated by TEC 

Committees 12, 14, 16, 17, 18, and 19 are for ship 

vessels, aircrafts, bicycles and parts.  

each. These are heavy and risk damage if 

handled manually. 

OBSTRUCTION BY INDIAN CUSTOMS 

At Wagah authorities do not allow shipment of 

tractor parts (e.g. counter shafts and pinions) 

as they resemble weapons in appearance as 

shown in the picture.  

ADDITIONAL CONCERNS OF PAAPAM 

In addition to misperception of standards 

requirements, PAAPAM expressed the 

following observations:  

¶ They expressed an apprehension 

regarding the demand for Pakistani 

products in the Indian after market of 

automotive parts. 

¶ Pakistani products are not competitive 

enough to be acceptable for OEM plants as 

80-90 % inputs are imported.  

OBSERVATIONS 

0ÁËÉÓÔÁÎȭÓ ÁÕÔÏÍÏÔÉÖÅ ÁÎÄ ÃÏÍÐÏÎÅÎÔÓ 

industry is currently protected by the 

Negative List as well as high tariffs. Once the 

Negative List is phased out, the high 

protective tariff structure will continue to 

shield the automotive industry from imports 

from India. Further the automotives and 

components are also on the Sensitive List of 

Pakistan in SAFTA. 

Pakistan currently imports CKD and SKD kits 

from Japan and parts from Thailand at higher 

prices than those from India. Opening of trade 

with India will make cheaper inputs available 

and enable the automotive industry to become 

more competitive. PAAPAM also noted that 

import of cheaper raw material from India 

will benefit the components sector. 

An important example of growth due to trade 

liberalization is the automobile and 

components industry of Turkey. 
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BOX 4: GROWTH OF THE AUTOMOTIVE AND 

AUTOMOTIVE COMPONENTS INDUSTRY IN TURKEY 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

VII.13 FANS 

POTENTIAL 

Indicative potential is US $ 34 Million. While 

the highest imports are from China, there is 

also a demand of better quality and more 

expensive fans from Canada, Japan and 

Sweden.  Pakistan can compete with cheaper 

imports from China on quality. There is a 

demand for specialized fans (e.g. mist fans) in 

India. 

TARIFF & IMPORT POLICY 

There is a 10 percent tariff. Fans are on the 

Negative List of SAFTA for Pakistan. A CVD of 

16 per cent, additional CVD of 4 per cent and 

education cess of 3 per cent are also levied. 

FIGURE 23: COMPETING SUPPLIERS FOR FANS TO THE 

INDIAN MARKET

NTBS 

The main NTB reported was customs 

valuation, a lack of awareness about the duty 

structure, distribution channels and general 

apprehension regarding non tariff barriers.  

Fans are on the negative list of SAFTA. Being a 

new export to the Indian market, exporters of 

fans encounter Customs valuation issues. 

There were no exports of fans to India in 

2010. It was reported that mist fans of CIF 

value of US $ 90 were valuated at US $ 200 for 

a trial container that was exported to India in 

2012.  
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India's fan imports 

Case: Growth of the Automotive and 

Automotive Components Industry in 

Turkey  

Increased competition in the form of higher 

imports forces productivity improvements in 

the manufacturing industry. A case in point is 

the automotive sector in Turkey that saw 

significant productivity gains and rapid 

growth following the import liberalization in 

mid 1990s. 

In the 1980s Turkey went through massive 

import liberalization but the automotive 

sector continued to receive protection behind 

high tariff barriers until the mid 1990s and 

did not experience a growth in productivity 

as much as the import competing sectors. 

However when the average tariff rate for the 

manufacturing industry came down from 

13.5 percent in 1995 to 3.6 percent in 1996, 

the automobile exports started to rise. The 

automobile exports grew at a rapid rate and 

the share of automobiles in manufactured 

exports increased from 2.5 percent in 1993 to 

16 percent in 2006. 

It is pertinent to note that while trade 

liberalization results in growth of economies, 

there may be an adjustment period in the 

short term.  In Turkey, the imports of motor 

vehicles and automobile components also 

increased as a result of integrating in the 

global production chains. Turkey imported 

US$ 8.3 billion of motor vehicles and US$ 3.9 

billion of automobile components in 2005.. In 

2011, 4ÕÒËÅÙȭÓ ÁÕÔÏÍÏÔÉÖÅ ÅØÐÏÒÔÓ ÈÉÔ 53 

$20.4 billion surpassing the exports from 

world leaders like Italy. 
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VII.14  OTHER HIGH POTENTIAL 

SECTORS 

This section focuses on NTBs faced by the 

products with very high indicative potential 

but relatively lower competitiveness relative 

to India. 

PIPES, TUBES OF IRON OR STEEL  

Pakistan makes specialized seamless pipes for 

extreme temperature services and boilers etc. 

This is exported to USA, Germany, Australia, 

Sri Lanka, Bangladesh, Afghanistan and the 

Middle East. 

When the Steel Pipes Association of Pakistan 

was interviewed, it was reported that 

Pakistan has no potential to supply this 

product to India, as India is a major exporter 

itself. While India is a net exporter of this 

category in 2010, with a positive trade 

balance of US $ 308,000 it is pertinent to note 

that the exports in this category fell by 39 

percent from 2009 to 2010. 

Figures show a high RCA and considerable 

indicative potential for exports of tubes, pipes 

and hollow profiles of iron or steel to India. 

Pakistan has an RCA of 35.50 while India has 

an RCA of 4.01.  Also, the indicative market 

potential is over US$ 69 million for Pakistan. 

This product is subject to a mandatory BIS 

certification. 

PET 

Figures indicate an export potential of US $ 

40.7 million of Polyethylene Terephthalate to 

India from Pakistan.  However a further 

investigation reveals that while India 

imported US $ 40.7 million worth of PET in 

2010, India is a net exporter of PET with a 

positive trade balance of US $ 417.64 million. 

India's exports represent 4.27% of world 

exports for this product; its ranking in world 

exports is 10.  

The PET manufacturers in Pakistan are of the 

view that exports in India are subsidized 

through a deemed duty drawback scheme.46 

They feel that if a level playing field is not 

provided, the domestic industry may suffer in 

Pakistan. 

70 CC TWO WHEELER 

The two wheeler sector in Pakistan has shown 

a steady growth of 31 per cent over the last 10 

years. The main driver of this increasing trend 

has been the success of the 70 cc two wheeler 

which has created a niche because of its 

economy and low maintenance cost.  

The 70 cc engine is not manufactured in India. 

The Indian market is predominantly based on 

100 cc and 125 cc engines that constitute 65 

percent of the market.  The Indian market has 

a huge potential for this product only if the 

testing procedures and standards are 

harmonized. 

TARIFFS 

Basic MFN duty on motor cycles (CBU) is 100 

percent but the SAFTA tariff is 8 per cent. An 

additional CVD (16%), special CVD(4%), 

education cess (3 percent) are also levied.  

NTBS 

1. Homologation:  India has a strict 

homologation policy for import of 

vehicles. Obtaining the homologation 

certificate is time consuming and involves 

excessive red tape. This has also been 

reported as a concern by the motor cycle 

manufacturers association in EU, 

Association des Constructeurs Europeens 

de Motocycles G.E.I.E (ACEM).   

India has established several testing 

facilities across the country as a part of the 

National Automative Testing and R&D 

                                                             

46
 Customs Circular No 42/2011 
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Infrastructure Project (NATRiP). Earlier 

the vehicles had to be tested at facilities of 

competitors which posed a greater 

problem. 

2. Emission standards:  These standards are 

stringent for two wheelers even when 

compared to EU and Japan.  

 



 

 

J
u

n
e

 
1

,
 
2

0
1

2 

53 

VIII.  NTBS DUE TO PORT I NFRASTRUCTURE &  

BILATERAL TRANSPORT PROTOCOL 
 

VIII.1 COMPARATIVE ASSESSMENT OF 

PORTS AND LOGISTICS  

In addition to sector-×ÉÓÅ .4"ȭÓ ÔÈÅÒÅ ÁÒÅ 

location-based NTBs that occur at Wagah, 

Karachi and via Railroad (Samjhota Express & 

Interchange Train) that complicate cross-

border trade between the two nations.  

The graphs below based on World Bank data 

rate port facilities in India marginally higher 

than in Pakistan. However, when it comes to 

the burden resulting from Customs 

procedures both India and Pakistan operate at 

sub-optimal levels, with India being slightly 

more efficient than Pakistan.  

India inaugurated the Integrated Check-Post 

at the Wagah-Attari border in April, 2012. The 

ICP at the Wagah-Attari is part of a larger 

project to build 13 ICPs at international land 

borders across the country.  The Wagah-Attari 

ICP project amounts to INR 150 crores 

(approx. US $ 30 million) and spans over an 

area of 120 acres. The ICP has been built as a 

sanitized zone with dedicated passenger and 

cargo terminal providing adequate Customs 

and immigration counters, X-ray scanners, 

passenger amenities and facilities like service 

stations, fuel stations, accommodation etc. in a 

single complex. 

It is imperative to augment port infrastructure 

and Customs procedures at the Pakistan side 

to simplify and expedite cross-border trade 

with India. 

FIGURE 24: LOGISTIC PERFORMANCE INDEX 

 

FIGURE 25: BURDEN OF CUSTON PROCEDURES, WEF 

 

VIII.2 EXPORT PROFILE AT WAGAH 

Wagah is a key land port between India and 

Pakistan. The exports through Wagah to India 

amounted to US $ 52.2 in the period (01-Jan-

2011-31-Jan-2012) representing 16.7 percent 

of overall exports in the same period. 

¶ If we review the profile of exports 

from Wagah, by road, it becomes 

apparent that about 70 per cent of 

exports are dried dates, 13 per cent 

are gypsum. Another 13-15 percent is 

based on chemicals.  

 

¶ Agricultural exports mainly comprise 

of dried dates and dried medicinal 
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herbs. While there is a potential for 

exports of fresh produce only a 

meager 3 percent (3% onions and 

0.1% fresh apricots) is exported. The 

main reason is the reported concern 

that shipment would perish due to 

long waiting times for trucks in 

Pakistan and lack of cold storage 

facilities on both sides of the border. 

 

¶ While a substantial portion of the 

export basket at Wagah is based on 

high value chemicals, the full potential 

is not exploited due to lack of handling 

facilities for liquid and hazardous 

materials on both sides of the border. 

Provision of such services will boost 

exports of chemicals via Wagah. A 

large number of chemical factories 

(Sitara, Ittehad etc) are based in 

Punjab. 

FIGURE 26: NUMBER OF CONSIGNMENTS EXPORTED 

THROUGH WAGAH 

 

¶ Looking at the number of 

consignments exported to India from 

Wagah it is observed that the number 

of consignments cleared for gypsum in 

2011 is over 3000, however the total 

value is only about US $ 5 million. In 

contrast the total value of inorganic 

chemical exports is about the same 

with only 500 consignments. It is 

recommended that given the high 

value, shorter shelf life and smaller 

consignment size of chemical 

products, their trucks may be given 

the same priority as perishables.  

NTBS 

In 2012, several major issues at Wagah were 

resolved as per the standing order of the 

Model Customs Collectorate.47 

1. Time for which the gate remained 
open was increased. Earlier trade used 
to take place only from 8:00 a.m. to 
4:00 p.m. This gate was also used for 
transit trade and passengers. However 
this problem was resolved in April 
2012 with the opening of a dedicated 
trade gate which remains open from 
6:30 a.m. to 6:30 p.m. PST.   

2. The prohibition of any trucks other 
than 10 wheelers was abolished, also 
allowing 22 wheeler trucks and 
containers. 
 

It is expected that with the opening of the ICP 
on the Indian side of the border, the following 
reported NTBs have been addressed. 
 
¶ Facilities are sub-par and figure as the 

main constraint to India Pakistan 
trade. 

¶ The GT road becomes very narrow as 
it enters India. Drivers do not have 
sufficient space to turn back easily 
towards Pakistan thus slowing down 
traffic and causing road blockages.  
 

However the following NTBs remain: 

¶ There are two covered sheds at Attari 

that are used for Afghan Transit Trade. 

0ÁËÉÓÔÁÎȭÓ ÉÍÐÏÒÔÓ ÉÎÔÏ )ÎÄÉÁ ÌÉÅ 

uncovered in open sheds. This is a 

major problem for perishables and 

                                                             

47
 Standing Order No: 01/2012, Model Customs 

Collectorate, FBR, Pakistan, Dated 18th April, 2012 
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high-value products like chemicals 

that have short shelf lives and lose 

their potency due to temperature 

changes.  

¶ Incidents of theft have also been 

reported, as the goods lie unattended 

in the open.  

¶ There is a shortage of staff for 

unloading goods and porter charges 

are very high. 

¶ On the Pakistani side, exporters have 

to interface with Rangers, NLC, 

Customs departments and the Anti-

Narcotics Force as indicated in Figure 

27. 

¶ Agencies have overlapping functions. 

¶ Also each agency has multiple checks 

of its own. For example, when a 

consignment is examined by a customs 

inspector, it is not considered as the 

final check by Customs. Quite often a 

Deputy Superintendent verifies it and 

in many cases the Superintendent also 

does the same. Most of this work is 

manual. 

¶ There is no risk profiling. Unlike other 

ports where there is a greater 

emphasis on checking of imported 

goods, at Wagah the emphasis is on 

exported goods. While 100 percent of 

exports are scanned and physically 

checked, in case of imports only 50 

percent goods are scanned and 

checked. It is not clear why exports 

are examined so thoroughly when no 

revenue is involved. 

¶ There is only one scanner on the 

Pakistani side of the border and a 

hundred percent of goods are scanned. 

This becomes a bottleneck and causes 

delays. 

¶ In addition to scanning, all trucks are 

weighed. Since there is only one 

weighbridge, this creates another 

bottleneck. 

¶ There is currently no computerized 

weighbridge. The reports are hand 

written and cannot be used as proof in 

case of a dispute on delivered quantity 

with the Indian importer.  

¶ If an exporter needs a Sanitary or 

Phyto-Sanitary certificate or the 

certificate needs any amendments, 

there are no arrangements at the 

border. These offices are located at 

Lahore. 

¶ Only a limited number of items are 

allowed to be traded via the road 

route. This is a problem for importers 

of raw materials and machinery for 

the industry in the Punjab. There is no 

Plant Quarantine Authority at Wagah, 

due to which cotton is only imported 

through Karachi. 

¶ Each time a driver takes a truck across 

the border, he is given a single entry 

permit. This means that each time, he 

goes through the process of getting 

photographed and getting an identity 

card for crossing the border.  

Further, trucks are not served on a first come 

first serve basis and priorities are assigned in 

an ad hoc manner. It was reported that dates 

and chemicals are a lower priority at the 

Pakistani end and gypsum trucks dominate 

the traffic going from Pakistan. 

¶ There is currently no warehouse on 

either side of the border and a 

warehouse-to-warehouse 

transportation facility is also not 

available. 

Truck charges for trucks above 10 wheelers 
and containers are very high (Rs. 3,600) as 
compared to 10 wheelers (Rs. 2,100). In 
addition there are the following charges: 
 

o Entry fee Rs.55 
o Gate pass Rs.870 
o Weighing Rs.175 
o Scanning Rs.1,000 

As a result of all the above mentioned 

bottlenecks and repetitive procedures, a truck 

could take several hours to queue and cross 

the border. 
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/ÎÃÅ ÔÈÅ ÔÒÕÃË ÅÎÔÅÒÓ ÔÈÅ Ȱ).ȱ gate of the NLC 

terminal, it takes 4 to 5 hours to cross the zero 

line. A similar process should take not more 

than 30 minutes. 

While at this stage when the number of trucks 

is limited, it does not create serious problems 

but if the trade volume increases or 

particularly when Pakistan starts exporting 

perishable items like fruits, these barriers 

would considerably hamper trade.  

FIGURE 27: FLOW CHART OF MOVEMENT OF TRUCKS AT 

WAGAH 
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