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Mr Chairman



At the outset, I would like to welcome the head of the Pakistani delegation, Federal Minister of Commerce Shahzada Alam Monnoo and the members of his delegation to Geneva and to thank him for his opening remarks.  I am honoured to be the discussant for Pakistan’s third Trade Policy Review.  I thank the Government of Pakistan and the WTO Secretariat for their respective reports that they have prepared for this meeting.  They are good starting points for the discussions over the next few days. 

Mr Chairman
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This third Trade Policy Review of Pakistan takes place against the backdrop of a series of unfortunate events – the assassination of Benazir Bhutto, the head of the Pakistani People’s Party on 27 December, the violence and instability that this has unleashed and the postponement of national elections in Pakistan until 18 February.  
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My role today, however, is not to comment on the current political situation in Pakistan, but to address the state of Pakistan’s macroeconomic and trade performance since the last TPR in January 2002.  Thankfully, the prognosis is a good one.  The Pakistani economy has performed well in the last few years with growth averaging more than 6%.  The government's commitment to market reforms and liberalisation has greatly enhanced the investment climate. In particular, the financial, telecommunications, oil and gas and power sectors have been significantly privatised. Efforts have paid off as foreign direct investment poured into the country. According to the Pakistan Board of Investment, FDI into the country nearly doubled in the first eight months of the fiscal year 2006/07 (June-June) amounting to US$2.9 billion. As a result of this growth, including strong growth in domestic consumption and exports, unemployment has fallen to 6.2% at end-2006.  
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These figures are well documented in both the Government and Secretariat’s reports so I will not dwell on them further.  Instead, this morning, I would like to focus my comments on first, some of the contributions made by Pakistan to the multilateral trading system, and the benefits that they have brought to Pakistan, and second, identify some of the challenges which face Pakistan’s economic and trade policy. 
Mr Chairman
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 The Pakistani government should be lauded for its commitment to creating an open economy and integrating with the global market. Pakistan’s commitment to the multilateral and rules-based trading system is demonstrated by the pro-active and constructive role that it is playing in DDA negotiations, especially in market access, rules and trade facilitation. Besides the WTO, Pakistan has also been active on the regional and bilateral fronts. In recent years, Pakistan has expanded its network of regional and bilateral free trade agreements, most notably with Asian partners, China, Malaysia and Sri Lanka.  Additionally, it is pursuing a joint study for an FTA with ASEAN, on top of negotiations with the EU and GCC. 
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Apart from its more prudent macroeconomic policies, fiscal restraint and the structural reforms, Pakistan’s general trade policy objectives have focussed on reduced protection, achieving a more outward-oriented trade regime, increased market access for exports and greater global integration aimed at increasing economic efficiency, competitiveness and export-led growth. 
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There is also a clear political commitment on the part of the Pakistani government to fulfil the obligations of WTO membership.  
In the area of tariffs, Pakistan has bound 98% of all its tariff lines and virtually all tariffs – 99.4% - are ad valorem.  This has helped to promote market access transparency and predictability.  Pakistan’s simple average applied MFN rate has reduced from 20.4% in 2001/02 to 14.5% today. Peak ad valorem rates have dropped from 250% to 90% and are focussed only on alcoholic beverages and automotive items.  Tariff reduction has been complemented by the removal or relaxation of import prohibitions on a number of items. 

Services have generally been liberalised according to Pakistan’s GATS schedule, which is relatively extensive.  While its schedule commitments covered 47 activities, Pakistan has offered to increase the coverage to 65 activities in its initial offer tabled in May 2005.  This contributes to greater stability and predictability in the services area. 

Pakistan should also be credited for strengthening the protection of intellectual property rights, including enforcement, especially in optical piracy, by acceding to the Paris Convention (2004), creating the Intellectual Property Organisation (2005) and the Federal Investigation Agency for the enforcement of copyright crime (2005).

Customs is also being reformed and automated, with clearance time generally shortened from 7-10 days to 6-8 hours.  Enhanced risk management has lowered physical inspection rates from 100% to 4% of imports and 2% of exports. 

Like other members, Pakistan also provides general investment incentives, which are disbursed on a national treatment basis. 

Mr Chairman, 
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The above-mentioned liberal measures and Pakistan’s other pro-market policies have not only facilitated access to foreign goods and services into Pakistan, they have also helped its economic development process.  As noted earlier, GDP growth has been impressive and other macro-economic indicators have improved in the past 4 years. In turn, Pakistan has graduated from a “low” to “medium” ranked country on the UN’s Human Development Index and poverty has declined significantly. These achievements demonstrate how trade and investment liberalisation measures (in the presence of appropriate regulatory framework) would contribute to a country’s economic growth and development.  This also reinforces the need for all of us to work to conclude the Doha Development Agenda.  The DDA’s liberalisation outcome would contribute to economic development generally. 
Mr Chairman, 
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While Pakistan’s recent experience makes for a good economic story, there are still many challenges facing Pakistan. To ensure continued growth and retain business confidence, Pakistan needs to resolve its political and security crises. Prolonged political instability will have repercussions on trade and investment. The government must also do more to improve infrastructure and lower the cost of doing business in the country. Providing education and training are also essential to building an effective labour force and improving employment. Notwithstanding the current political uncertainty which shrouds the country, Pakistan has to maintain and deepen its macroeconomic, structural and social reforms in order to sustain the impressive gains made so far in its economic development.  
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While a gradual and incremental approach to reform has worked well so far, within the context of Pakistan’s specific economic situation, a more comprehensive approach to reform may be necessary to maintain high levels of growth in the future.  Towards this end, Pakistan may need to specifically address issues such as its narrow production and export base, infrastructure bottlenecks, labour market rigidities and a diversification away from traditional markets such as the US and the EC. 
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On trade-related issues and measures, members have submitted a number of written questions, the majority of them dealing with tariffs, contingency measures and services.  Clearly, these issues represent areas of concern for the WTO membership.  Let me highlight a few of them.  
First, Pakistan’s high level of binding and use of ad valorem rates provides certainty and predictability to traders. However, its tariff regime could be further improved. In this connection, would Pakistan be able to address the following:

· the final average bound tariff rate of 61.3% is almost 4 times or 46.8% higher than the 2007/08 applied levels.  This has the effect of reducing predictability as substantial leeway exists to raise applied tariffs.  On average, the gap is highest for agricultural products (bound levels exceed 95%). 

· Pakistan’s practice of maintaining lower duties on industrial plants, machinery and raw materials than on consumer goods and/or reducing tariffs faster on inputs than on final goods to favour investment and industrial development adds to tariff dispersion. 

· Remove “regulatory duties” of up to 100% on specified imports which could be imposed in addition to tariffs and “special duties”.

Second, at the services negotiations, while Pakistan has submitted an initial offer which increases the number of activities covered under its GATS schedule from 47 to 65, more could be done. For example, would Pakistan be prepared to make some commitments for the cross border supply of services which is currently unbound for all sectors?  Additionally, would it consider removing and if not, reducing equity limits and/or other specific conditions for commercial presence in certain sectors such as insurance and banking? 
Third, while Pakistan has not taken any countervailing or safeguard actions, it has been an active user of anti-dumping measures.  Since 2002, it has conducted 24 anti-dumping investigations and imposed 19 measures.  Whoever is the user, it is a fact that greater use of contingency measures, particularly, anti-dumping measures, has an inevitable impact on market access. It would be useful to hear from the Pakistan delegation on whether it intends to reduce the number of anti-dumping measures in the future.  
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Let me conclude by paying tribute to Ambassador Manzoor Ahmad for his wise and active role in Geneva.  He has been a voice of reason and balance.  Apart from his Chairmanship of the TRIPs Special Session, he has also personally contributed to the various aspects of the DDA negotiations.  I would also like to thank other members of his team here in Geneva, for their individual contributions in their specific areas of expertise.
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As we move towards the conclusion of the Doha Round, it is my view that Pakistan has an even more important role to play.  As a key developing country, Pakistan has the credibility to build bridges between the different sides.  I have every confidence that in the months and years ahead, Pakistan and its Mission in Geneva will continue to play a constructive role to conclude the round and to build a strong rules-based multilateral trading system. 
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Thank you. 

. . . . .
PAGE  
5

