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ABBREVIATIONS
APTMA

All Pakistan Textile Mills Association
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DTRE

Duty and Tax Remission for Exports
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Export Development Fund

EOS

Export Oriented Schemes

EPZs

Export Processing Zones

FBR

Federal Board of Revenue
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Faisalabad Garment City Company
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Islamabad Chamber of Commerce & Industry
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Manufacturing Bond Scheme
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Medical Device Rules

MOC

Ministry of Commerce
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Pakistan Institute of Development Economics
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Pakistan Regional Economic Integration Activity

RCCI

Rawalpindi Chamber of Commerce and Industry

SBP

State Bank of Pakistan
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Sustainable Development Policy Institute

SEZs
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Securities and Exchange Commission of Pakistan

SIMAP

Surgical Instruments Manufacturing Association of Pakistan

SRO

Statuary Regulatory Order

TDAP

Trade Development Authority of Pakistan

TIS

Temporary Importation Scheme

USAID

United States Agency for International Development
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NOTE FROM CHIEF OF PARTY, PREIA

Pakistan Regional Economic Integration Activity (PREIA) is a USAID-funded project for the
period between 2015-2020, which aims to increase Pakistan‟s access to regional and
international markets. It is a key economic growth activity that stands to benefit
numerous Pakistani businesses. This project has two components: improve Pakistan‟s
business enabling environment so that policies, laws, and regulations are adaptable and
more reflective of on-the-ground needs; and improve Pakistan‟s capacity to access
regional markets by identifying bottlenecks and practical solutions for increasing export
efficiency.
One of the main objectives of the project is to advance private sector participation in
trade policy formulation and implementation. This objective, when realized, will give
greater voice to the stakeholders in addressing their needs through policy advocacy
and participation in regulatory reform. Additionally, PREIA‟s Fund helps local
organizations build capacities to support trade reform and modernization and,
subsequently, to utilize these capacities in support of local stakeholders.
In support of this objective, PREIA through Sustainable Development Policy Institute (SDPI)
hosted a Public-Private Dialogue to Review Export Promotion and Exemption Scheme
2019-2020 funded by USAID under Grants Program. The meeting was the first of a series
which would be hosted by SDPI to facilitate a public-private dialogue and solicit
recommendations on the government‟s trade-related polices.
While the government can take some relief from the declining trend in current account
deficit and trade deficit as the data released by SBP for July-Sept 2019 indicates that the
trade deficit has decreased by 40%, i.e. from US$ 8.38 bn in July-Sept 2018 to US$ 4.9 bn in
the first quarter of 2019. Decline of 22% in imports during the same period indicates that
this decline is more because of demand contraction measures put in place by the
Government of Pakistan and is not spurred by strong surge in exports as they increased
by modest 2.38% only during this period. While this indeed is still a relief but we cannot
rest on demand contraction for long.
Situation for exports is not very rosy. Pakistan‟s export performance in its key market and
region has been far from impressive. SBP data for the quarter July-September 2019
indicates that Pakistan‟s exports to the US increased by 4.8% only over the same period. It
was a time of great opportunity when countries like Vietnam, Thailand, Mexico, Brazil and
others have reaped huge benefits as a result of Sino-US trade war we could not
capitalize in anyway. Government of Pakistan does not seem to be paying any attention
to capitalize on opportunities that are arising out of President Trump‟s decision to exclude
India and Turkey from US GSP Scheme. According to an estimate, it may open an
opportunity up to worth US$ 2 bn for the countries like Pakistan.
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Although Pakistan is a beneficiary of EU‟s “Special Incentive Arrangement for Good
Governance and Sustainable Development”, it‟s exports to 28 member states of the EU
contracted by 0.77% during the period July-Sept 2019 over the same period in 2018. It‟s
not threatening but in the wake of the fact that Pakistani goods have duty-free access in
the EU, one can say that export performance for the quarter under consideration was far
from satisfactory. While Pakistan‟s exports registered some increase in Italy, Spain and
Netherlands modestly they decreased in UK, Germany and France.
Pakistan‟s export performance in the region was dismal. As a result of tit-for-tat measures
undertaken against each other by India and Pakistan and growing uncertainty over
Afghanistan, Pakistan‟s trade with South Asian countries decreased by 30% while its
exports contracted by 33%. Share of exports to the region in total exports also declined
from 11.4% during July-Sept 2018 to 8.4% in July-Sept 2019. Regional integration is key for
establishing export competitiveness by making available cheapest possible supply
chains for manufacturers.
It is in this background that PREIA is partnering with SDPI to initiate a public-private
dialogue to slowly and gradually shift the attention from balancing deficit to promoting
development led by exports. The lively discussions indicated the interest private sector
was taking now in availing various refund and concessionary facilities for importing raw
materials, intermediary goods and machinery to undertake manufacturing for exports.
We intend that through wide circulation of this report the information reaches to as many
young entrepreneurs in length and breadth of this country as possible and that they find
this useful. Their feedback will be very important for us at PREIA.
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BACKGROUND AND OBJECTIVES

The Government of Pakistan has approved several export promotional schemes at the
federal and provincial level. Besides, FBR has tax-related export-oriented schemes which
incentivize exports. Traditionally, these schemes were limited to five zero-rated sectors,
however realization has grown that a level playing field should be created where similar
schemes should be available to potential and new export sectors. While this thinking
takes ground, the private sector in erstwhile zero-rated sectors also complains about the
difficulties in accessing the export-oriented schemes allowed by FBR most notably,
manufacturing under bond, Duty and Tax Remission of Exports Scheme, Duty Drawback,
and Export Oriented Units and Small and Medium Enterprises Rules.
SDPI with support from PRIEA organized a public-private dialogue with the aim to
facilitate three segments of the business community namely a) current exporters, b) past
exporters (who are still running their business but finding it difficult to export), and c)
potential exporters.
The above-mentioned meeting resulted in discussion around specific incentives, which
are available and can be streamlined further by the authorities concerned. The reform of
these could ultimately result in Pakistan taking maximum benefit from available free
trade agreements, GSP arrangements by EU and US, and other market access facilities.
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PROCEEDINGS

The round-table discussion was attended by the representatives from all export-oriented
sectors, including textile, leather, surgical instruments, sports goods and carpet sector.
The public sector representation included Federal Board of Revenue (FBR), State Bank of
Pakistan (SBP), Trade Development Authority of Pakistan (TDAP), Export Development
Fund (EDF), and Securities and Exchange Commission of Pakistan (SECP). The Presidents
of both the Islamabad and Rawalpindi Chambers of Commerce and Industry were also
present. Faculty of think tanks from Pakistan Institute of Development Economics (PIDE),
PRIME Institute and SDPI was also invited.
The Chief of Party, USAID-PREIA project, welcomed the participants (list at annex-I) and
reiterated the vision of the Pakistan Regional Economic Integration Activity (PREIA)
project that aims to focus on trade promotion and facilitation across Pakistan to improve
trade competitiveness. It was suggested that to achieve such an enabling business
environment, all stakeholders need to work together. The importance of such publicprivate dialogues, drafting a more rational policy that would contribute towards export
growth, is well document in the literature. The opening presentation by SDPI (annex-II)
provided an overview of the macroeconomic outlook and the necessity to boost
exports. Key reforms at FBR in the recent past were highlighted.
A comprehensive presentation (annex-III) was given on the subject by FBR. The
presentation highlighted the newly-launched export promotion, facilitation and
exemption schemes of the government, and urged the business community to get
benefits from these schemes. The participants were briefed about the five different
export promotion schemes, including Manufacturing Bond Scheme (MBS), Export
Oriented Schemes (EOS), Duty and Tax Remission for Exports (DTRE) Scheme, Temporary
Importation Scheme (TIS), and Export Processing Zones (EPZs).
According to the FBR, these schemes have now been fully automated in order to
minimize the human interface and related chances of errors. It was highlighted that the
new schemes include the complete wavier of all sorts of duties and taxes on imported
input goods as well as duty-free import of machinery, apparatus and capital goods.
Furthermore, the vision of the incumbent government is to facilitate the exports through
up gradation of Export Processing Zones (EPZs). Steps have been taken to rationalize
documentation formalities, and expedite the application process.
The representative from SBP said the business community needs to carefully study the
export financing facilities allowed by the central bank. Currently refinance facility for
modernization of small and medium enterprises is available at 6%. This is also beneficial
for those SMEs wishing to become future exporters. The agriculture sector is particularly
being encouraged to apply. A similar intervention was offered by the representative
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from Export Development Fund, who urged the business community to come forward
with sound financing proposals.
The private sector representatives shared their experience in accessing export promotion
and exemption schemes. The overarching observation was that currently available
schemes are fragmented. Some are falling with federal while others with provincial
governments. There is no compendium which acts as a single point reference to see all
schemes and their details.
The representatives from small city chambers of commerce and industries objected the
priority given to certain exporting cities over the rest and requested the FBR to provide
similar facilitations and exemption facilities in other cities as seen under the Export
Oriented Unit (EOU) schemes in Sialkot. The pursuit of developing more Special Economic
Zones (SEZs) in far-flung locations may also be reconsidered as several existing zones can
be declared SEZs.
According to the textile sector representatives from Faisalabad, accessing export
facilitation and exemption schemes still remains difficult. There is a need to reduce the
unwarranted delays in application processing, audit and renewal. It may be investigated
by FBR as to why only 90 industrial units were able to access the DTRE schemes.
The automation drive of the FBR also requires careful evaluation as private sector
representatives said that their information was not being regularly updated at the FBR
portals.
The representatives from Sialkot‟s private sector were for the view that conditions to
access Manufacturing Bond may be relaxed. They said the Manufacturing Bond Scheme
is only designed for the large manufacturers while 85 per cent of the entire industry in
Sialkot falls under the category of cottage industries. The role of Engineering
Development Board requires review as this organization has a key role in providing the
„analysis certificate‟ – necessary for Manufacturing Bond.
The surgical instruments exporters stressed the need for greater engagement of FBR with
export-oriented sectors to understand supply chain and upcoming pressures emanating
from technological change. The upcoming regulation “Medical Device Rules” that
would be applicable globally by May 2020 and would be a significant cost for the
industry. However, this burden can be eased if FBR is able to design sector specific
facilitation.
Likewise, APTMA presented the case where FBR needs to carefully assess how and when
to liberalize import of a certain intermediate input. It was informed that the local raw
materials have become less competitive in terms of price and quality with a huge inflow
of duty-free imported inputs. Furthermore, it was mentioned that apart from the customs
facilitation, complimentary changes are required in the sales tax regime so that the local
cotton industry might be made uncompetitive.
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The participants suggested that efforts were needed to carefully review the changing
global environment in the context of trade and tariff wars and how Pakistan could reform
its export promotion ecosystem to provide maximum benefit to its exporters. Responding
to global growth slowdown is also a challenge, which requires mitigation strategy by the
economic managers.
Pakistan-China Free Trade Agreement (FTA) which will come in to force from 2020 could
also result in an advantage to export-oriented sectors if a review of export promotion
schemes is undertaken with a Chinese market lens.

KEY RECOMMENDATIONS

A. GENERAL RECOMMENDATIONS


Currently FBR, SBP, MoC, Ministry of Textile Industry, Ministry of Industries &
Production, CPEC Authority, and provincial governments offer export promotion
schemes. It is essential that TDAP takes a lead in preparing a comprehensive
compendium of all available schemes and the procedures how to access them.



The process for applying and securing support under the export exemption and
facilitation schemes could be streamlined and made predictable. All information
related to the application and process should be online. It was recommended
that the submission of documents, payment of any fee, and approvals should
also be conducted through online mechanisms. The time taken to decide the
eligibility and announce award of scheme should be certain and preferably
within five working days.

B. RECOMMENDATIONS SPECIFIC TO EXPORT EXEMPTIONS AND FACILITATION
SCHEMES


A careful assessment may be led jointly by MoC and FBR as to why new and
potential exporters find it difficult to access these schemes by FBR.



The study may also try to answer, how the currently available schemes can help
ease barriers to entry and scale-up for new exporters. In this regard, the successful
cases of Bangladesh and Indonesia may be studied,



There are also existing exporters, who are unable to access these schemes. Their
sector-specific issues need to be studied as well. For example, in the towel sector
– often termed as one of the best organized sectors to meet importers‟
compliance requirements – almost 1/3rd of the exporters are unable to access the
schemes by FBR.
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FBR needs to enhance its outreach services so that exporters in smaller industrial
clusters are able to engage and hear about these schemes. To start with, it was
suggested that preference may be given to second-tier cities, which could
become future hubs of exports.



There is also a need to revise the Statuary Regulatory Order (SROs) concerning
the duty-drawback scheme and make it simpler for the understanding of all
stakeholders intending to access these schemes.



Private sector may better utilize the schemes which are, Manufacturing Bond
Scheme and Duty and Tax Remission of Exports, if the time of application process,
transaction costs to access, and the delays in receiving duty rebates are
rationalized. A process review could be undertaken by FBR under the „Pakistan
Raises Revenue‟ initiative.



In the case of EOU scheme, it was recommended that the list of duty-free
imported inputs may be expanded in consultation with sector associations. The
minimum 80% export target required to prove eligibility for this scheme may be
reduced to 50% for new SMEs or those entities who have started exports only in
the current fiscal year (and have never exported during their past operations).
The retention period for machinery may be relaxed after consultation with sector
association. The utilization period for raw materials may be increased to 10 years
(extendable by Chief Collector)



To increase the uptake of manufacturing bond scheme, it was recommended
that the list of duty-free imported inputs may be increased. The minimum 60%
export target required to prove eligibility for this scheme may be reduced to 50%
for new exporters (entities who have never exported during their past operations).



To ensure greater interest in DTRE, it was recommended that the list of duty-free
imported inputs may be increased. The utilization period may be increased to five
years (extendable by Chief Collector). The same recommendation was put
forward to help improve the uptake of Temporary Importation Scheme. In this
case, it was suggested that utilization period may be increased to three years



For making EPZs attractive, it was suggested to reconsider export target. The
minimum 80% export target required to prove eligibility for this scheme may be
reduced to 50%. In the case where there is variance between benefits allowed to
Special Economic Zones (SEZs) under CPEC and EPZs, then the latter may also be
facilitated to receive same treatment as SEZs. This measure is expected to create
a level playing field across industrial establishments in the country.
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ANNEX I: LIST OF PARTICIPANTS

Name

Designation & Department

Iqbal Muneeb

Federal Board of Revenue

Shahid Ali Khan

State Bank of Pakistan

Rehan Bharara

Faisalabad Garments City

Hussan Bano Burki

Pakistan Regional Economic Integration Activity

Muhammad
Ahmed

Islamabad Chamber of Commerce and Industry

Syed Abbas Mehdi

Export Development Fund

Hafsa Javed

Rawalpindi Chamber of Commerce and Industry

Sigma Shamoon

Rawalpindi Chamber of Commerce and Industry

Anjum Abbas

Export Processing Zones Authority

Ghulam Samad

Pakistan Institute of Development Economics

Hira Tanveer

All Pakistan Textile Mills Association

Chaudhary Bilal

Glitz Pharma

Rizwan Ahmed

ICI Pakistan

Saboor Malik

Rawalpindi Chamber of Commerce and Industry

Aqeel Zeeshan

Securities and Exchange Commission of Pakistan

Azhar Majeed

Arzoo Textiles

Ahad Nazir

Centre for Private Sector Engagement, SDPI

Naeem Siddiqui

Representative of IT Sector
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Representative

Trade Development Authority of Pakistan

Aamer Mahmood

Surgical Instruments Manufacturing Association of Pakistan
(SIMAP)

Representative

Towel Manufacturing Association of Pakistan

Representative

Readymade Garments Manufacturing Association of Pakistan

Ahmed Zaman

Pakistan Regional Economic Integration Activity

Ahmed Fasih

Pakistan Regional Economic Integration Activity

Aftab Haider

Pakistan Regional Economic Integration Activity/DAI

Salman Farooq

Pakistan Regional Economic Integration Activity

Vaqar Ahmed

Sustainable Development Policy Institute

Wasif Naqvi

Sustainable Development Policy Institute

Daheem Hayat

Sustainable Development Policy Institute
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Left to Right: Mr. Rehan Bharara(Chairman, Faislabad Garments City), Mr. Muhammad
Iqbal (Member FBR), Ms. Hussan Bano Burki (Chief of Party PREIA), Mr. Ahmed (President,
Islamabad Chamber of Commerce and Industry), Mr Aqeel Zeeshan Malik, Joint Director
(SECP)

Left to Right: Dr. Vaqar Ahmed, Joint Executive Director, SDPI, Mr. Abbas Mehdi,
Executive Director Export Development Fund.
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Roundtable meeting to review Export Promotion & Exemption Schemes 2019-20 held in
Islamabad on November 12, 2019
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ANNEX II: PRESENTATION (SLIDES) BY SDPI
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ANNEX-III: PRESENTATION (SLIDES) BY FBR
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ANNEX IV: MEDIA REPORT ON THE MEETING

Exporters urged to benefits from new export promotion schemes

DAILY TIMES
NOVEMBER 13, 2019

Federal Board of Revenue (FBR) Chief of Exports Iqbal Munir on Tuesday briefed different
stakeholders, including exporters from different industries, on newly launched export
promotion, facilitation & exemption schemes of the government and urged the business
community to get maximum benefits from these schemes to help boost country‟s
exports.
He was addressing the first Public Private Dialogue Forum (PPDF) Round table Meeting to
Review Export Promotion & Exemption Schemes 2019-20, organized by the Sustainable
Development Policy Institute (SDPI) in collaboration with The United States Agency for
International Development (USAID) funded Pakistan Regional Economic Integration
Activity (PREIA) project.
Iqbal Munir said that there are mainly five different export promotion scheme including,
Manufacturing Bonds Scheme, Export Oriented Schemes (EOS), Duty and Tax Remission
for Exports (DTRE) Scheme, Temporary Importation scheme (TIS), Export processing Zones
(EPSs). He said that these schemes have been fully automated in order to minimize the
human interaction and to help ensure in ease of doing business which would resultant in
boosting exports. “The benefits under different schemes against certain conditions
include exemption of duties and taxes on all the imported goods including raw material
to machinery and capital goods” he said adding the need for increasing awareness
about the export promotion schemes among businesses and exports all around the
country.
Joint Executive Director, SDPI, Dr. Vaqar Ahmed said that despite the desired by the
government for increased tax revenue amid an environment of low economic
expansion, exporters may continue to face a constrained macroeconomic environment.
He said that upward trend in the exports during the period of July-September FY20 and
rise in State Bank reserves was a positive sign which may give confidence to local and
foreign investors. “For the medium to longer term, the key for economic revival will be
sustained increase in exports which should not be confined to traditional sectors,” he said
adding in this regard, FBR can help the private sector in improving its understanding
around how to access export exemption schemes allowed for imports.
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Dr Vaqar said that while some exporters are utilizing duty drawback scheme, however it
seems that accessing other schemes such as Duty and Tax Remission of Exports (DTRE),
Manufacturing Bond, Export Oriented Unit & SME Scheme, and Temporary Importation
Scheme, seems difficult. “The analysis by SDPI reveals that private sector may be able to
better utilize these schemes if time to process application at FBR is reduced, and costs
involved in application and delays in receiving duty rebates is rationalized,” he added.
Audit may be made risk-based so that reputed exporters do not have to wait for longer
time period for processing of their applications, he underlined. He also stressed the need
for regular and timely revision of statutory regulatory orders (SROs) which regulate these
export exemption schemes.
Chief of Party, USAID-PRIEA project, Hussan Bano Barki said that Pakistan Regional
Economic Integration Activity (PREIA) project aim to focus on trade promotion and
facilitation in Pakistan to improve trade and transit competitiveness. She said that an
enabling environment and improved policy is the key for export competitiveness of the
country. For that an informed public private dialogue for building consensus is necessary,
she added. She also stressed the need for enhanced exports growth to reduce the trade
deficit.
Shahid Ali Khan, Director, State Bank of Pakistan (SBP) said that there are 3.2 million
entrepreneurs in the country, of which 90 percent are small and medium enterprises
(SMEs). He said that majority of the SMEs either don‟t have access to financing facilities
provided by the SBP or these enterprises have little knowledge. “Despite high discount
rates in the country, the SBP has already announced the lending facility up-to 200 million
rupees for SMEs at 6 percent markup, where export oriented enterprises can get
financing facilities,” he added.
President Islamabad Chamber of Commerce and Industries (ICCI), Muhammad Ahmed
lamented that FBR and other regulatory authorities favour the public limited companies
and corporate sector mostly and other SMEs are not provided with same facilitations. He
said that regulatory bodies should provide level playing field to all the business around
the country equally for healthy market competition. While highlighting the technical
issues in exporting goods, he said time consuming documentation and bureaucratic
hurdles are the major challenges of improving exports.
Chairman, Faisalabad Garment City Company (FGCC), Rehan said that these export
promotion schemes on paper seems very easy but practically are very difficult to
materialise. He said due to the current tax regime, there is hardly any commercial export
left. He said unwarranted delays in audit and renewal of documentation by the FBR are
also hurting our exports. Azhar Majeed, representing the business community stressed
upon FBR for improvements in their automation system, where records and data was
outdated, to help the businesses to get updated information. Representative of Trade
Development Authority of Pakistan (TDAP) on the occasion urge the need for collective
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and synergizing efforts to raise awareness around export promotion schemes to help the
businesses to enhance their exports.

The meeting was also attended by the representatives of Security and Exchange
Commission of Pakistan (SECP), Rawalpindi Chamber of Commerce and Industries
(RCCI), Export Development Fund, Pakistan Institute of Development Economics (PIDE),
Export Processing Zones Authority (EPZA), All Pakistan Textile Mills Association (APTMA),
Surgical Instruments Manufacturing Association of Pakistan (SIMAP) and members of
different business association.

*******
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