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Abbreviations and
Acronyms

AGR annual growth rate
CAGR compound annual growth rate

CPFTA  China—Pakistan Free Trade Agreement

EPD Export Product Dynamic (Matrix)

EPI Export Potential Indicator

EPM Export Potential Map

EU European Union

FS Falling Star (product)

FTA Free Trade Agreement/ free trade agreement

GSP Generalised Scheme of Preferences General Framework
GSP+ Generalised Scheme of Preferences Enhanced Framework
ITC International Trade Centre

LO Lost Opportunity (product)

MFN most favoured nation

NTBs non-tariff barriers

RS Rising Star (product)

RT Retreat (product)

TC trade creation

TCl trade complementarity index

D trade diversion

TE trade effect

TTE total trade effect

UNT Untapped (product)

WITS World Integrated Trade Solution
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Chapter 1
Introduction



The UK government is considering some policy
changes to the Generalised Scheme of Preferences
General Framework (GSP) scheme, including:

amendments to the conditions and reporting
requirements that enable a low-income or lower
middle-income country to benefit from more
generous provisions through the Enhanced
Framework and simplifying the conditions
that could lead to variation or suspension of
preferences for any beneficiary country*

The UKis engaged in signing numerous free trade
agreements (FTAs) with its trading partners following
its withdrawal from the European Union ('Brexit').

There is growing concern from the Government of
Pakistan on the future of sustainable preferential
trade with the UK. Although Pakistan's products
currently have market access to the UK under

the enhanced GSP, there is no certainty on the
sustainability of trade under this framework/trade
regime. Pakistan risks losing its GSP+ (Generalised
Scheme of Preferences Enhanced Framework)
status, thereby falling subject to GSP since UK
GSP imports from Pakistan averaged 11.5 per cent
for the period 2018 to 2020, exceeding the UK
enhanced GSP qualifying criteria of 9.0 per cent.? It
is against this background that the Government of
Pakistan would like to determine the implications
of different trade scenarios with the UK, including
negotiating a reciprocal trade arrangement.

This study attempts to examine the possibility

of a Pakistan—-UK FTA and its impact; and the
implications of maintaining the status of the current
GSP Enhanced Framework and the impacts in case
itis terminated. Thus, in a case of termination,

the FTA option/direction would become more
promising for Pakistan than GSP Enhanced
Framework. There are also other adverse effects
that would impact Pakistan if it maintained the
status quo, especially arising from competitors
with reciprocal trade arrangements with the UK.
This paper evaluates the impacts under various
scenarios to determine which is the most beneficial
option for Pakistan. To be able to achieve the
objective of enhanced market share in the UK
market from an FTA, an ex-ante evaluation of

the potential costs and benefits of a prospective
Pakistan—UK FTA is critical in stakeholder
consultative processes, and in the formulation of
effective negotiating strategies.
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Additionally, the paper identifies products that

are performing well and those that are under-
performing in the UK market, so that policy-makers
can devise trade policy options for Pakistan that
can be employed in FTA negotiations and policy
formulations by providing an evidence-based
database to industry, trade analysts and strategists
for various kinds of interventions at the industry/
firm level, and for fine-tuning trade negotiations
and trade diplomacy with the UK.

Therefore, the purpose/objective of this study is
three-fold:

1. Estimate the impact of a Pakistan—-UK FTA
on exports, imports, trade creation, trade
diversion and revenue.

2. ldentify products in which Pakistan has export
potential in the UK market.

3. Assess the performance of Pakistan's
products at HS-6-digit level in the UK market,
and identify products that have performed
well, that are threatened vis-a-vis competitors
such as India, Bangladesh and Vietnam.

For the first objective, the study uses a partial
equilibrium World Integrated Trade Solution (WITS)-
SMART simulation model to assess the impact

of full trade liberalisation under a Pakistan-UK

FTA arrangement.

Though Partial Equilibrium models fail to represent
inter-sectoral links and interactions, as well as
macro-level effects, the adoption of partial
equilibrium analysis allows for disaggregated
analysis of markets (at the product level = HS-6)
instead of product groups and sectors. Milner et
al. (2002)° provided a simple analytical framework
explaining the theory behind partial equilibrium
modelling. Despite its shortcomings, a partial
equilibrium framework is more suitable as it allows
the utilization of widely available trade data at the
appropriate level of detail to capture the principle of
special and differential treatment in the simulation
analysis. Partial equilibrium models have the
advantage of working at very fine levels of details.

SMART allows the user to evaluate the impact of a
given trade policy change (measured in tariff) on the
following variables: - trade creation effects - trade
diversion effects - net trade effect (aggregating
trade creation and trade diversion effects) - tariff
revenue variations - change in consumer surplus.



In assessing the trade and welfare effects for
Pakistan of a Pakistan—-UK FTA, the paper applies
five counterfactual scenarios, of which Scenarios
1-4 relate to impacts on Pakistani goods in the UK
market, while Scenario 5 assesses the impact of
liberalising UK goods in Pakistan.

Scenarios 1 and 2 taken together present total net
effects stemming from a counterfactual scenario
of moving from UK imposition of MFN (‘most
favoured nation') on Pakistani products to a full
liberalisation of Pakistani products in UK under

the FTA. Thus, results of the two scenarios can be
added to estimate total trade effects for Pakistan
of an FTA with UK in case it loses the GSP Enhanced
status and faces MFN in the UK market. Additionally,
Scenario 1 also gives estimations of the benefits

to Pakistan via change inits exports by means of
trade creation and trade diversion due to being a
beneficiary of GSP Enhanced Framework.

For the second objective, the study uses an

International Trade Centre (ITC) Export Potential
Map and Maximum Potential GAP Analysis using
Minimum Formula. By identifying products, trade
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advisers can provide guidance to businesses

on unexplored export opportunities, and trade
negotiators can use this information to prioritise
products while formulating negotiating strategies
—including formulating sensitive and non-sensitive
lists of products for the FTA. The second approach
is used to ensure maximum products are identified
possessing export potential as EPM computes
export potential based only on access, distance
and GDP.

For the third objective, an Export Product Dynamic
(EPD) Matrix is employed to identify tariff lines and
position them into various product segments vis-a-
vis Pakistan's competitors in the UK market.

The remainder of the paper is structured as follows:
Section 2 provides a review of the performance of
Pakistan's trade with the UK over the years; Section
3 describes the methodological approach of the
present study; and Section 4 presents the results
and findings of the study. Finally, Section 5 offers
some concluding remarks and discusses the main
policy implications.

]

Scenario 3: From GSP+ to full liberalisation of
Pakistani goods in UK under PK-UK FTA

Scenario 4: From GSP+ to full liberalisation of

Pakistani products in UK under PK-UK FTA, and
from GSP to full liberalisation of Indian products
in UKunder IND-UKFTA

Scenario 1: From GSP+ to Most Favoured
Nation (MFN) for Pakistan in UK Market

Scenario 2: From GSP+ to GSP for Pakistan in
UK Market

* From MFN to full liberalisation of UK products in Pakistan under

Scenario 5A: PK-UK FTA
« From MFN to full liberalisation of UK products in Pakistan under
. PK-UKFTA, and from China-Pakistan Free Trade Agreement
Scenario 5B:

(CPFTA) Phase-I to full liberalisation of Chinese products in
Pakistan under CPFTA Phase-l|
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Notes

1

Department for International Trade (2021),
Information Pack on the UK's Generalised
Scheme of Preferences, available at:
https://assets.publishing.service.gov.uk/
government/uploads/system/uploads/
attachment_data/file/1003574/gsp-consult-
information-pack.pdf

The first part of this study by the
Commonwealth Secretariat titled, Study on
Pakistan's export opportunities in the UK and EU
in the post-Brexit era (November 2021).

Milner, Morrissey and Mc Kay, 2002 "Some
simple analytics of the trade and welfare
effects of Economic Partnership Agreements:
the case of the EU-EAC”


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1003574/gsp-consult-information-pack.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1003574/gsp-consult-information-pack.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1003574/gsp-consult-information-pack.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1003574/gsp-consult-information-pack.pdf
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2.1. Pakistan—UK bilateral trade
trend

The UKis Pakistan's third largest exporting destina-
tion; the share in value of exports to the UK in Pakistan
total exportsis 7.8 per cent. Its share in Pakistan's
total exports has increased from 7.5 per centin 2017
to 7.8 per centin 2020. See Figure 2.1 and Figure 2.2.

In 2020, Pakistan's exports to the UK amounted
to US$1.73 billion, accounting for 21.7 per cent
of Pakistan's total exports to the European Union
(EU) (incl. UK). Pakistan's trade balance remains
positive with the UK. Pakistan's exports to the UK
dropped for a few years after falling under GSP
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Enhanced status but started to increase again
after 2017. Nevertheless, the decline in Pakistan's
exports was experienced in the total EU market,
while the share of Pakistan's exports to the UK

in Pakistan's total exports to the EU increased
from 22.9 per centin 2014 to 23.7 per centin the
subsequent year.

2.2. Top exporting and importing
sectors and products
Figure 2.3 portrays the share of each sector’s

exports to the UK by Pakistan, of total Pakistan
exports to the UK in the pre-GSP Enhanced

Figure 2.1 Pakistan - UK bilateral trade trend
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Table 2.1. Percentage share of Pakistan's exports to UK in Pakistan's total exports to

EU (incl. UK)

19.8 23.5 22.8 22.9 23.7

(2011-13) and in post-GSP Enhanced (2014—20)
periods. The figure shows that textiles/clothing
constituted the main export sector in both periods,
with its share increasing from 78.4 per cent to

81.2 per cent between the two periods. Sectors
that experienced growth in share of exports to the
UKinclude textiles/clothing and agriculture, while
leather, footwear/headgear, chemicals and medical
instruments have shown a decline in share of total
exports to the UK.

The largest export sectors for Pakistan to the UK
include articles of apparel, agriculture, textiles,
leather, and medical or surgical instruments.

The largest importing sectors for Pakistan from
UK include Iron and steel, machinery, pharma
products, chemical products, etc. Goods that are
not currently covered by the GSP General and
Enhanced Frameworks fall within the following
sectors: agri-food (including some products
which face seasonal tariffs), certain chemicals,
raw hides, skins and leather, and certain base
metals. In addition to these excluded products,
certain goods in the following sectors currently
face tariffs under the General Framework:
plastics, rubber, wood products, textiles, apparel,
footwear, articles of stone, ceramic products and
glass, base metals, machinery and equipment,
and road vehicles, bicycles, aviation and space,
boats and parts.

22.5 21.8 21.6 20.5 21.7

Table 2.2 shows top exporting Pakistani products
to UK at the HS-6-digit level. The world ranking for
these products in terms of Pakistan's world exports
is given in the second column, and among the top
ten ranking world exports, products ranked # 1
(HS-100630—semi-milled or wholly milled rice), #7
(HS-520512 —single cotton yarn), #8 (HS-630710 -
cleaning cloths), and #9 (HS-520942 — denim, 85%
cotton) do not appear in the top ten products to
the UK. Top ten products comprise 51.4 per cent of
Pakistan's exports to the UK inits total exports to
the UK.

Product segmentation based on Compound
Annual Growth Rate (CAGR) of UK world imports
and Pakistan's exports to the UK (column 11)
reveal only three Rising Star products. The criteria
of product segments are given in detail in Section
3.4. The product segments of Falling Star are the
most undesirable segment, since the product'’s
demand is shrinking in the destination market while
the exporting market experiences growth in the
destination market; this indicates that the export
of the product will, in due course, decline in the
destination market. The occurrence of Retreat
indicates both demand and supply are falling. There
are three Falling Star and three Retreat products.
There is only one product that falls into the category
of Lost Opportunity, in the instance of which the
destination market's demand for the product rises,

Figure 2.3 Sector-wise shares of PK-X-UK (%) — pre and post-GSP (P-I & P-Il)
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Figure 2.4a Top 10 Pakistan exporting sectors to UK ($ million) 2021

Toys,games and sports... | 25
Furniture; bedding, mattresses... | 27
Edible fruit and nuts (HS-08) [l 34
Articles of leather (HS-42) | 36
Optical, photographic,medicalor... | 37
Cotton (HS-52) [l 45
Cereals (HS-10) [l 105
Articles of App & Cloth not... [IIIININGNGEE 344
Articles of App & Cloth knitted... [ INRDNIEB MM /!
Other made-up textile articles... [N 649

- 100 200 300 400 500 600 700

Figure 2.4b Top 10 Pakistan importing sectors from UK ($ million) 2021

Aluminium and articles thereof... | 6

Tanning or dyeing extracts (HS-32) | 7

Other made-up textile articles... | 8
Electrical machineryand... | 11
Vehicles other than railway (HS-... | 12
Optical, photographic,medicalor... | 13
Miscellaneous chemical products... | 14

Pharmaceutical products (HS-30) [l 28
Machinery, mechanical... [l 45
Ironand steel (HS-72) N 05

- 50 100 150 200 250 300

Source: Web Based One Customs (WeBOC), Pakistan Revenue Automation (Pvt.) Ltd. (PRAL) 2021

while the exporting country's supply to the market (India), Basmati 217 (India), Ranbir Basmati (India),
undergoes a decline. Nevertheless, Pakistan's Kernel (Basmati) (Pakistan), Pusa Basmati, Super
world export of this product is rising, and so it may Basmati—also faces applied tariff of 25.00 GBP/ton
eventually also catch up in the UK market. (AVE of 5.51%).

Only one of the top ten products is faced with

tariff of 3.6 per centin the UK market, i.e., HS- 2.3. Trade proﬁles

100620. At the UK HS-10-digit level, the tariff code A trade complementarity index is a similarity
HS-1006209813 — Rice: husked (brown) rice: of the ) )
varieties Basmati 370, Basmati 386 (India), Type- measure of export and import structures for a pair

3 (Dehradun) (India), Taraori Basmati (HBC-19) of countries.

(India), Basmati 217 (India), Ranbir Basmati (India), Trade complementarity indices (TCls), introduced
Kernel (Basmati) (Pakistan), Pusa Basmati, Super by Michaely (1996), measure the extent to which
Basmati—faces an applied tariff of 25.00 GBP/ton two countries are 'natural trading partners’, in the
(Ad Valorem Equivalent of 4.2%), while the tariff sense that what one country's exports overlap with

code HS-1006201713 —Rice : husked (brown) rice what the other country's imports.*
: Of the varieties Basma.lti 370, Ba;mati 38.6 (India), TC, = 100(1 _ sum(‘m‘k _ Xu" / 2))
Type-3 (Dehradun) (India), Taraori Basmati (HBC-19)
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Figure 2.5 Trade complementarity between Pakistan and the UK over time
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Where x, is the share of good iin global exports of
countryjand m,_is the share of goodiinallimports
of country k. The index is zero when no goods are
exported by one country orimported by the other
and 100 when the export and import shares exactly
match. A strong complementarity levelin trade
structures indicates that countries willmost likely
benefit from a trade agreement and may be defined
as natural trading partners. Tracing TCl over time
indicates whether trade profiles are becoming more
or less compatible.

Thelinear trend in Figure 2.5 demonstrates the
evolution of TCls. It reveals that Pakistan's export
complementarity with UK imports has increased
steadily, indicating improving compatibility in trade
profile. The UK's export complementarity with
Pakistan's imports experienced a slight decline over
time. Nevertheless, the TCl of Pakistan's exports
with the UK's imports is lower throughout all periods
than the TCl of Pakistan's imports with UK exports.

2018

TCI-PKX-UKM
—&— TCI-PKM-UKX

Linear (TCI -PKX-UKM)
--------- Linear (TCI-PKM-UKX)

2020 2022

2.4. UK tariffs: MFN and applied on
Pakistan and competitors

The margin of preference for Pakistan is very
low in the case of agricultural products such as
meat (HS02); milling industrial products, malts,
starches (HS11); and sugars and confectionery
(HS17); and zero preferential marginin the

case of cereals (HS10). Among competitors,
India's tariffs are almost equivalent to Pakistan's
tariffs in these sectors. Vietnam enjoys greater
preferential margin than Pakistan in meat, cereals,
edible vegetables, fruits and nuts, and milling
industrial products. Tariff rates for bilateral trade
in goods between the UK and Vietnam continue
to apply as replicated from the EU-Vietnam Free
Trade Agreement.

Pakistan and Bangladesh enjoy zero duties for man-
made fibre, cotton, apparel sector and footwear.
Vietnam's preferential tariffs for apparel sector are

Figure 2.6a UK Tariffs: MFN and Applied on Pakistan and Competitors

139
!'-'-'

T )

02-Meat, 10-Cereals 07-Edible  03-Fish 22- 08-Edible  16-Prep. 11-milling  Sugars &
meat offal vegetables Beverages, fruits, nuts of meat, ind.Prod. confection
spirits, fish Malt, ery
vinegar starches,
mPAK 26.5 123 4.0 0.6 1.5 2.8 16.3 18.0 279
®IND 26.6 123 7.5 5.1 3.6 6.6 23.6 18.5 29.3
= BAN 0.0 5.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0
VNM 3.1 2.0 1.4 2.5 2.2 0.6 18.7 10.5 28.9
=MFN 26.7 123 9.3 9.9 4.1 8.7 27.0 18.6 30.4
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Figure 2.6b UK tariffs: MFN and Applied on Pakistan and Competitors

- 5

A A Ay

54-MMF 52-Cotton 63-made- 62-Articles

up textile of apparel,

articles not knitted
W PAK 0.0 0.0 0.2 0.0
®IND 3.3 2.9 8.2 9.2
M BAN 0.0 0.0 0.2 0.0
HVNM 0.0 0.0 3.5 7.2
HMFN 3.3 2.9 10.2 11.5

higher than Pakistan but will gradually be eliminated
under a UK-Vietnam FTA.

Of Pakistan's exports to the UK, 92.5 per cent are
duty free, 5.8 per cent of exports are liable for duty
of up to 5 per cent, and 1.7 per cent face tariffs
between 10 to 20 per cent.

Products facing duty of up to 5 per cent include
agricultural products such as frozen shrimps and
prawns, bread, pastry, edible plant parts, fresh

or chilled vegetables n.e.s., malt extract, cane
molasses, sugar cane (fresh, chilled, frozen or
dried), poultry, fresh or dried lemons, jams, jellies,
marmalade, milk and cream, dried grapes, etc.;
products of arms and ammunition, unwrought iron,
and dress patterns. Pakistan's world exports of
these products stood at $0.46 billion in 2020, while
it amounted to $0.23 billionin 2018. The UK imports
from the world increased from $9.6 billionin 2018
to $14.6 billionin 2020. Pakistan's exports to the UK
have also risen from $0.03 billionin 2018 to $0.10
millionin 2020.

Pakistan's world exports in products facing duty
between 10 to 20 per cent in the UK declined to

MFN
A VNM
BAN
IND
Ay Ay PAK
61-Articles 64-
of apparel, Footwear,
knitted gaiters,
parts
0.0 0.0
9.4 6.6
0.0 0.0
5.5 0.0
11.8 10.1

$2.0 billion in 2020 from $2.3 billion in 2018 for
products in which it faces duties between 10 to
20 per centin the UK. UK world imports stood

at $7.5 billionin 2020, an increase of $0.3 billion
since 2018. Pakistan's exports to the UK fell

from $0.08 to $0.03 billion between 2018 and
2020. Products in this tariff range include fresh or
chilled fowls, residues of starch, cereal flours, milk
and cream in solid forms, milk and cream of fat
content <1%, semi-milled or wholly milled rice,
broken rice, fresh or dried mandarins, oranges
and wilkings, pasta, fresh or chilled cucumbers
and gherkins, etc.

Figure 2.7 shows the breakdown of Pakistan's
exports to the world and the UK that enter duty
free due to MFN being zero and due to preferential
tariffs. Of the $1.6 billion of Pakistan's exports to
the UK that fall under duty slab 0-1 per cent, $1.5
billion exports are covered by preferential tariff
while the remaining $0.1 billion has MFN equal to
zero. The top most bar reveals that Pakistan's
global exports worth $15.1 billion are covered by UK
preferential tariffs.

Table 2.3. Trade under UK Tariff-Slabs ($ billion)

UK-APPLIED- | 0<X<=1 | 1<X
TARIFF-FOR- <=5

PK

UK-WRLD-M 59306 1459 434  7.47
PK-WRLD-X 1927 046 013 203
PK-X-UK 160 010 000 003

X>70 | Total

3.35 2.60 1.94 0.28 627.63
0.03 0.28 0.02 0.01 22.23
0.00 0.00 0.00 0.00 1.73
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Figure 2.7 Pakistan's exports and UK's imports under UK Tariff-Slab 0 - 0.5

MFN-UK B PREF-TAR-4-PK

PK-WRLD-X | 4.1

PK-X-UK | &1

UK-WRLD-M 350.7

Note

4 See'Chapter 1 Analyzing Trade Flows', A
Practical Guide to Trade Policy Analysis',
UNCTAD (2012), available at: https://
vi.unctad.org/tpa/web/docs/voll/chl.pdf



https://vi.unctad.org/tpa/web/docs/vol1/ch1.pdf
https://vi.unctad.org/tpa/web/docs/vol1/ch1.pdf

Chapter 3
Methodological Approach
of the Present Study



3.1. WITS-SMART simulation

The study examines trade and welfare effects using
the WITS-SMART simulation model, whichis a
partial equilibrium model. The model concentrates
on a given import market and its exporting partners
and estimates the impact of a tariff change. The
purpose of the SMART simulation exercise in this
paper is to make a quantitative assessment of the
trade, revenue and welfare effects on Pakistan of a
Pakistan—UK Free Trade Agreement.2

3.2. ITC Export Potential Indicator

Export potential assessment identifies and ranks
untapped opportunities based upon their linkages
to the country's current export basket and its
chances of export success in given target markets.

The Export Potential Indicator (EPI) identifies the
potential export value for any exporterin each
product and target market based on an economic
model that combines the exporter's supply, the
target market's demand, market access conditions
and bilateral linkages between the two countries. For
existing export products, supply is measured through
historical information on export performance.
Potential export values can be compared with

actual export values to find exporters, products and
markets with room for growth.®

Table 3.1. Product segmentation criteria
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3.3. Max. Potential Gap

Max. Potential Gap for Pakistani products to the UK
is defined as the lower value between Pakistan's
exports and the UK's imports, minus Pakistan's
actual current exports to UK.

Trade Potential
= min{ Pakistan s exports; UK s imports }
Pakistan s actual current exports to the UK

3.4. Export Product Dynamics
(EPD) Matrix

An Export Product Dynamics (EPD) Matrix is used

in the study to identify and place product lines into
various segments based on the criteria discussedin
Table 3.1.

The EPD Matrix is employed to position Pakistan's
products vis-a-vis competitors, namely India,
Bangladesh and Vietnam, in the UK market. The
matrix will position products into various product
segments, helping identify products that have
retained their competitiveness in the UK market, or
that are threatened by competitors.

UK's imports from the world

PAK's Positive AGR p.a. 2017-20  Negative AGR p.a. 2017-20
exportsto  pgsitive AGR p.a. 2017-20 Rising Star Falling Star
LS Negative AGR p.a. 2017-20  Lost Opportunity Retreat

Note: *Untapped, PAK-X-UK CAGR is not computed because of either no trade in all four years or in one or more of the last four
years, though Pakistan's world exports in each of the product exceeds US$5 million.

Note

5 ITC Export Potential Map, About the
Export Potential Map’, available at: https://
exportpotential.intracen.org/en/about


https://exportpotential.intracen.org/en/about
https://exportpotential.intracen.org/en/about

Chapter 4
Results and Findings



4.1. WITS-SMART simulation
exercise

Scenario 1: From GSP Enhanced to MFN for
Pakistan in the UK market

This scenario involves switching UK tariffs for
Pakistan from GSP Enhanced to MFN tariff rates.
Table 4.1 shows the trade effects of this change in
trade policy.

By imposing MFN tariff rates on products from
Pakistan only, the trade creation effect is negative —
since higher tariffs on imports from Pakistan raises
the domestic price of Pakistani products in the

UK. As a result of hike in tariffs, the directimpact

is reduced imports from Pakistan worth US$282.3
million. For the UK, trade diversion is neutral as the
overallimported quantity remains unaffected and a
reallocation of market shares takes place between
various exporters of the product based on the new
relative price. Imposition of higher MFN rates on
Pakistani products has increased its relative prices
compared with other exporting countries. Imports
from Pakistan resulting from trade diversion fall by
US$178.3 million. In the case of Pakistan, the total
trade effect amounts to aloss of US$460.6 million.
Pakistan experiences negative trade creation and
negative trade diversion, while other exporting
countries enjoy a positive trade diversion effect and
no trade creation effect.

Trade creationis 61.3 per cent of the total trade
effect, while trade diversion is only 38.7 per cent

of the total trade effect. A higher negative trade
creation relative to negative trade diversion implies
loss of UK consumer welfare in terms of higher
import prices and lower import quantity.

The top ten products with the greatest fall in trade
creation comprise 66.5 per cent of the total trade
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creation. Of these, three products experience
greater trade creation than diversion, and three
products experience no trade diversion.

Scenario 2: From GSP Enhanced to GSP (General
Framework) for Pakistan in the UK market

This scenario involves switching UK preference
schemes for Pakistan from GSP Enhanced to GSP.
Table 4.5 reports the trade effects of this change in
trade policy.

Table 4.5 shows that of the top ten exporting
sectors for Pakistan to the UK, eight sectors will
face higher tariffs as a result of switching the
preference regime from Enhanced Framework
GSP to General Framework GSP. Simulation results
reveal that Pakistan's exports will fallby US$255.7
million, of which US$106.7 million would be diverted
away from Pakistan to other UK partner countries.
Apparel is the most affected sector (HS 61, 62,

63), accounting for 98.2 per cent of the decline in
Pakistan's exports to the UK. UK consumer surplus
will decline by US$10.9 million because of the
preference regime switch for Pakistani products in
the UK.

Table 4.6 reveals the top ten countries gaining in
the UK market as a result of trade diversion from
Pakistan due to it facing higher tariffs from falling
under GSP and losing GSP Enhanced status. China
is the top beneficiary in HS 61 and HS 63, while
Pakistan will lose its market to Bangladesh in HS 62.

Scenario 3: From GSP Enhanced to full
liberalisation of Pakistani goods in the UK under
aPK-UKFTA

While Scenarios 1 and 2 involved impositions of
higher tariffs on Pakistani products in the UK,
Scenarios 3 and 4 involve full liberalisation of
Pakistani goods in the UK.

Table 4.1. Change in exports for Pakistan (trade creation and trade diversion effects)
following UK imposition of MFN rates (US$ 000)

Trade creation Trade diversion Total trade effects Change in UK tariff | Consumer surplus
revenue (UK)

(282,316.25) (178,312.46)

(460,628.71)

224,798.1 (14,856.3)
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Table 4.3. Top ten most vulnerable products to trade diversion

HS-6 | Trade diversion (US$ 000)
100620  Husked or brownrice (28,406.1)

620342 Men's trousers, bib, brace overalls, shorts, of cotton (11,913.3)

620462 Women's trousers, bib, brace overalls, shorts of cotton (7,190.9)

630231 Cotton bed linen (excl. printed, knitted or crocheted) (7,055.2)

611030 MMF jerseys, pullovers, cardigans, knitted (4,809.1)

| Description

Total

Table 4.4. Top 12 countries benefiting
from trade diversion

Country Trade diversion | % of total trade
(US$ 000) diversion

India 45,762.6 25.7

China 450317 253
Bangladesh ~ 33,711.3 18.9

Tukey 217455 122
Cambodia 6,437.2 3.6

Vietnam 45999 26
SriLanka 2,967.8 1.7

Myanmar 20955 12
United 1,755.3 1.0

States

Egpt 17260 10
Indonesia 1,414.2 0.8

Thalend 13031 07
Total 168,550.1 94.7

Since Pakistan currently enjoys low tariffs due to
being a beneficiary of the Enhanced Framework
GSP, the gain in export value from complete
liberalisation of Pakistani products in the UK would
only be US$48,800.

Trade effects take place for only ten products, as
shownin Tables 4.8 and 4.9

(98,384.8) 55.2% of total TD

Scenario 4: From GSP Enhanced to full
liberalisation of Pakistani products in the

UK under a PK-UK FTA, and from GSP to full
liberalisation of Indian products in the UK under
an IND-UK FTA

Scenario 4 involves full liberalisation of both
Pakistani and Indian products in the UK market.
The results from Scenario 3 revealed a gain of
US$48,800 for Pakistan. Meanwhile, in Scenario 4,
Pakistan gains US$42,500, implying that if the UK
signs an FTA with India as well, then Pakistan would
lose US$6,300 only. India's export gain from its FTA
with the UK stands at US$654.5 million.

Trade effects take place for Indiain 2215 HS-6
product lines, whose average applied duty in the
UK'is 5.74 per cent, while for Pakistan, trade effects
occur in ten products, whose average applied duty
rateis 3.5 per cent.

Scenario 5A: From MFN to full liberalisation of
UK products in Pakistan under a PK-UK FTA

Scenario 5B: From MFN to full liberalisation of
UK products in Pakistan under a PK=-UK FTA,
and from CPFTA Phase-I to full liberalisation of
Chinese products in Pakistan under CPFTFA
Phase-Il

Scenarios 5A and 5B are simulated to determine
how much imports from the UK to Pakistan would
rise in the case of a Pakistan—UK FTA. Scenario 5A
only considers a Pakistan-UK FTA, while Scenario 5B
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Table 4.6. Top ten countries gaining from the change in preference status for Pakistan
from GSP Enhanced to GSP (US$ ‘000)

Chapter 63
Partner country Exports before Exports after Export change
China 5,261,542.7 5,274,307.4 12,764.9

Bangladesh 75,968.5 79,314.7 3,346.2

Egypt, Arab Rep. 6,848.4 7,318.5 470.1

United States 62,028.9 62,130.2 101.3

Hong Kong, China 109,773.0 109,850.6

Total 5,957,906.2 5,984,192.9 26,286.8 98.8% of TD

China 1,925,675.2 1,939,149.4 13,474.2

Turkey 1,092,394.7 1,102,369.4 9,974.7

India 521,024.3 524,557.2 3,532.9

SriLanka 254,181.5 255,408.5 1,227.0

Indonesia 58,7219 59,284.8 563.0

Total 6,338,426.9 6,386,937.7 48,510.8 94.2% of TD

Bangladesh 1,171,529.9 1,181,808.2 10,278.3

Turkey 524,566.6 527,404.8 2,838.1

SriLanka 218,622.0 219,668.8 1,046.8

Cambodia 225,738.3 226,549.1 810.8

Myanmar 168,902.7 169,416.1 513.5

Total 7,461,777.9 7,486,733.5 24,955.7 91.8% of TD
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Table 4.7. Change in Pakistan's exports (trade creation and trade diversion effects)
under a FTA arrangement with the UK (US$ 000)

Trade creation Trade diversion | Total trade effects | Changein UK tariff | Consumer surplus

revenue (UK)
34.0 14.8 48.8 (11.2) 0.8

Table 4.8. The ten products with trade creation effects for Pakistan in the UK (US$
000)

Description UK MFN | UK tariff (eff. | Total Trade creation
rate (%) | applied) for | creation as % of total
PAK, 2021 trade effect
(%)
1 930700 Swords, cutlasses, 0 0 24.3 26.1 93.1
bayonets, lances, etc.

3 170220 Maple sugar,insolid 4 3.5 40.0
form, & maple syrup

210610 Protein concentrates
& substances

7 080620 Dried grapes

9 080550 Fresh or dried
lemons

Total
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Table 4.9. Top ten most vulnerable products to trade diversion (US$ 000)

HS-6 | Description | Trade diversion
030617 Frozen shrimps and prawns, even smoked, shelled or not 6.3

210610 Proteinconcentrates&substances 32
170220 Maple sugar, in solid form, & maple syrup 2.1

930700 Swords cutlasses, bayonets lances.ete. 19
410449 Hides and skins of bovine 0.3

080620 Dredgpes 03
080550 Fresh or dried lemons 0.3

410622 Hides and skins of goats or kids, in the dry state ‘crust’, without woolon 0.2

Total

14.8

Table 4.10. Change in exports of Pakistan and India (Trade Creation and Trade
Diversion Effects) of FTA arrangement with UK of both countries (US$ 000)

Trade creation Trade diversion

Total trade effects

Consumer
surplus (UK)

Change in UK

tariff revenue

324,948.8 329,555.6

324914.8 34.0 329,547.1 8.5

also takes into account the China—Pakistan Free
Trade Agreement that is already in effect.

Table 4.11 presents the results of both the
simulations. The results from Scenario 5A show
that Pakistan's imports from the UK would increase
by US$80.2 million in the absence of a China—
Pakistan Free Trade Agreement (CPFTA). Scenario
5B reveals a diversion of US$6.2 million worth of
Pakistan's imports from the UK to China due to

the CPFTA.

Pakistan's imports from the UK would significantly

increase in iron and steel products, rubber products,

prepared foodstuff, medicaments, etc.

Table 4.14 shows countries from whom Pakistan's
imports would be diverted toward the UK.

Pros and cons of a PK=UK FTA to Pakistan

Tables 4.15,4.16 and 4.17, show that Pakistan
would have a net negative benefit (loss) from
switching from GSP Enhanced to an FTA with
the UK, since an FTA would imply greater

654,504.4
IND PAK IND PAK IND
654,461.9 42.5

(317,115.4) 12,728.3

PAK

Pakistan's imports from UK and revenue loss.
Nevertheless, it is important to take into account
the risk of losing GSP Enhanced and becoming
beneficiary of the GSP General Framework,

and the increasing number of FTAs UK is in the
process of signing with Pakistan's competitors.
This would place Pakistan in the most
disadvantaged position.

4.2. ldentification of sectors and
products with potential using ITC
Export Potential Map and Max.
Potential Gap

Export potential at the sub-sectoral
level - EPM analysis

The ITC's Export Potential Indicator (EPI) identifies
established sectors that are internationally
competitive and have a good prospect of success in
the target market.
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Table 4.11. Change in the UK's exports (trade creation and trade diversion effects)
from Pakistan under full liberalisation because of a PAK-UK FTA (US$ 000), and those
of UK and China from Pakistan under full liberalisation because of a PAK-UK FTA and
the CPFTA

Scenario | Trade Trade Total trade effects Change in PAK | Consumer

creation diversion tariffrevenue | surplus (PAK)
5A-UK 42,556.8 37,6220 80,178.8 (37.825.6) 6,547.3

5B-CHN 2,048,113.7 314,031.8 2,362,145.496.96% of TTE --

Table 4.12. Top ten products with highest trade creation effects in Pakistan for the UK
(US$ 000)

Description Total Total trade effect Trade creation as %
creation of total trade effect

Scenario | Scenario | Scenario | Scenario
5A 5B 5A 5B

1 760200 Aluminium waste & scrap 9,360.6 10,476.6 10,4756 895% 89%

3 848180  Appliances for pipes, boiler  1,360.0 2,991.6 2,6359 45% 52%
shells, tanks, etc.

350691 Polymer adhesives or 1,191.8 1,264.1 1,236.8 94% 96%
rubber

190410 Prepared foods obtained 1,005.6 1,170.7 1,157.5 86% 87%
by cereals, e.g., corn flakes

l------ -

261900 Iron, steel slag, dross, 700.4 719.6 7193 97% 97%

scaling

Total 21,4871 378586 37,179.3 57% 58%
The EPlidentifies potential export values from that trade advisors may address together with
supply capacities in the exporting country, demand local companies, such as, for example, lacking
conditions in the target market and bilateral information about the rules and regulations of
linkages between the two. Any gap between what the target market or difficulties in complying with
countries could export and what they actually them or in meeting the (quality) preferences of its

do export is then argued to result from factors consumers.®
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Table 4.13. Top ten most vulnerable products to trade diversion for the UK (US$ 000)

Description Trade diversion Total trade effect TD as % of total
trade effect

720449 Iron, steel waste & 9,130.0 9,125.9 13,239.2 13,2351 69% 69%

scrap

------ -

300490 Medicaments, of 1,550.4 1,506.7 2,319.3 2,2755 67% 56%

mixed/unmixed

products for

therapeutic purposes

760200  Aluminum waste & 1,116.0 1,115.0 10,476.6 10,4756 11% 11%
scrap

870324  Motor cars & vehicles 625.9 625.9 1,957.7 1957.7 32% 32%
principally designed
for persons transport

630900 Womclothing 5715 5180 9290 8755 62%  46%

847130 Data-processing 543.3 543.2 1,174.2 1,174.2  46% 59%

machines, automatic

291639 Aromatic (notin 354.4 (notin 741.1 (notin 48%
monocarboxylic acids  top 10) top 10) top 10)
Untapped export potential could be due to non- Table 4.18 identifies 18 subsectors that have an
tariff barriers affecting particular products (including export potential to the UK worth about US$568.1
rules of origin),” or that the price and/or quality are million. The leading subsectors are apparel and

not aligned with market demand, because of lack of home textiles.

ket intelli ,etc.
orpoor marketinteligence, etc Export potential at the HS-6 product level - EPM

The indicator does not consider an exporting and GAP analyses
country's export strategies, promotion policies,
etc., lookinginstead at the historical trend of the
product's export to the target market. Hence, the
assessment of export potential using ITC Export
Potential Map methodology is conservative.

Using the ITC EPM methodology, Table 4.19
identifies 24 top products at the HS-6-digit level
in which EPlindicates potential worth more than
or equal to US$5 million. None of the products



Table 4.14. Top 12 countries from whom
trade is diverted to the UK — Scenario 5A
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identified is a Rising Star product. Most are
either Falling Star or Retreat products, while a

few are Lost Opportunity products, indicating

Country Trade diversion | % of total low prospects of enhancing exports in top lines
(US$ 000) trade diversion identified by ITC EPI. The ITC EPlindicates that
China ~9.169.9 24% there is potential worth about US$405.7 million
in these top lines. However, the maximum gap
___ between demand and supply (taking into account
UAE =3,229.2 9% and removing actual exports) is US$2.6 billion.
_—_ The GAP analysis ranks agree with the ranking of
Japan ~1.362.7 4% very few lines identified by EPI.
_—_ Pakistan's world export of these lines is worth
Unspecified ~1.106.6 2% US$7.6 billion and the UK's import is worth US$10.5
_—_ billion. Pakistan's exports to UK in these tariff lines is
only US$500.4 million.
Netherlands -827.0 2%
_—_ Table 4.20 provides the list of products in which
GAP method measures the export potential of a
Singapore ~768.1 24% product greater than or equal to US$50 million.
_—_ UK world demand amounts to US$50.5 billion and
Total (27,054.2) 72% Pakistan's world exports amount to US$8.1 billion.

Table 4.15. If UKimposes MFN on Pakistan, then PK-UK FTA (Scenarios 1+3+5B)

Gains for PK Loss for PK

Exports 460,628.7+48.8=460,677.5  Import bill (74,051.8)

Total gain 466,389.5 Total loss (106,848.3)

*Excluding effects of CHN

Table 4.16. If UK lowers status from GSP Enhanced to GSP on Pakistan, then PK-UK
FTA (Scenarios 2+3+5B)

Gains for PK | Loss for PK

Exports 255,759.9+48.8 =255,808.7  Import bill (74,051.8)

Total gain 261,520.7 Total loss (106,848.3)

*Excluding effects of CHN

Table 4.17. If current GSP Enhanced converted to PK—UK FTA (Scenarios 3+5B)

Gains for PK Loss for PK

Exports Import bill (74,051.8)
Total gain 5,760.8 Total loss (106,848.3)

*Excluding effects of CHN



Table 4.18. Subsectors with export
potential to the UK

Potential | Subsector PK-X-POT-
ranking 2-UK US$
million

1 Apparel 198.0

3 Textile products, nes.  52.0

5 Skins, leather & 42.0
products thereof

7 Misc. manufactured 15.0
products

9 Footwear 11.0

11 Plastics & rubber 10.0

13 Machinery, electricity 6.7

15 Pharma components 6.2

17 Spices 3.8
Total 568.1

There are 19 tariff codes in the tables that are
shaded, as these were not identified by ITC EPI.

There are four Rising Star products and five
Lost Opportunity products among these lines.
Once again, we observed several Falling Stars
and Retreats.

4.3. Export Product Dynamics
(EPD) Matrix

Using the methodology of EPD Matrix, tariff lines
were positioned into Rising Star (RS), Falling Star
(FS), Lost Opportunity (LO), Retreat (RT), Untapped
(UNT), etc. The number of tariff lines placed

under each product segment —along with trade
information —is givenin Table 4.21.
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Tables 4.22,4.23,4.24,4.25 and 4.26 map the
performance of Pakistan's products set against the
performance of its competitors.

The database of identified products and their
positioning in various product segments vis-

a-vis competitors in the UK will contribute to
policy formulation for increasing and diversifying
Pakistan's exports to the UK. The mapped matrices
provide a genesis for identifying industries that
export the products, thereby facilitating the
construction of interventions at the industry

level. For more effective interventions, the
database of products can help prioritise products
for interventionist measures. This provides an
informed basis for trade negotiators in negotiating
Pakistan—UK FTA. See Annex A for list of product
lines segmentation vis-a-vis competitors.

The first mapping table plots Pakistan's Rising Star
products alongside its competitors. Industries/
firms mapped by these products can be used

as model entities for marketing and production
approaches, and for their organisational structure.
Their approaches may be replicated and adapted
for application in products categorised in Lost
Opportunity. Products in which the UK is not a
major producer, can be included in the ‘liberalised
list"in FTA negotiations.

The 128 Rising Star products constitute US$2.1
billion worth of Pakistan's exports and US$36.1
billion worth of the UK's imports. Of the three
competitors, Pakistan faces greatest threat from
Vietnam in the UK market. Although Vietnam
has fewer Rising Stars than India and faces higher
average tariffs, the coverage of these 50 products
in terms of UK world imports, Pakistan world
exports, Pakistan exports to the UK, Vietnam'’s
world exports and its exports to the UK'is

the highest.

Pakistan has an opportunity to seize market
shares of products from its competitors which are
placed in other product segments. For instance,
Pakistan's exports to the UK of these 128 products
amounts to US$337.3 million, while the UK's
imports from India stands at US$529.1 million.
Nevertheless, more than half of UKimports from
India experienced a negative CAGR, while they also
face much higher tariffs. Pakistan's exports in India's
Lost Opportunity lines are worth US$1.2 billion,
while the UK's imports stand at US$20.5 billion.
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Table 4.21. Trade statistics and potential of products under various product segments

Product segment | # TLs PK-X- UK-WRLD- EPM untapped GAP
UK M potential with HS6 | potential

codes
US$ million—2020 US$ million
Rising Star 128 337.3 36,100.0 2,068.3 6.5(HS-611610) 8949

Lost Opportunity 185 170.3 38,132.1 4,443.2 152 (HS-610462, 1,481.7
080410, 630210,
100640, 630629,
630710, 100630,
611599)

Untapped 302 2.1 37,511.2 1,152.8 26 (HS-0805XX) 681.1

Others 673 18.8 65,429.3 758.4 14.3 (HS-220710, 432.1
640340)

Anin-depth assessment and stakeholder India faces higher tariffs than Bangladesh and
consultation on the Lost Opportunity product lines Pakistan in these 88 product lines.

must be conducted to create a more informed
database for effective targeted interventions.

The identification of these lines will enable trade
negotiators to flag the adverse impact of other
preferential or free trade agreements on Pakistan's
exports and will strengthen the case to investigate
non-tariff barriers (NTBs) that may be impeding
the growth of the exports of these lines. Trade
negotiators can also study Pakistan's competitors'
industries, allowing any interventionist measures
and their export strategies to be analysed. For Untapped products, their mapping onto
respective industry/firms will aid policy-makers

in evaluation of existing sets of interventions to
identify what interventions have failed to work and
to come up with more feasible incentives that can
be given to help generate sustainable exportsin
these lines. Policies and incentives for industries
by competitors among these lines in which they

Table 4.24 reveals that UK world imports of
Pakistan's Untapped lines stands at US$37.5

billion. India and Vietnam are better positioned to
enhance their exports of these lines to the UK;
however, India is in a better position than Vietnam to
increase its exports to the UK, since India has world
exports worth US$7.3 billion as Rising Star products
while Vietnam has US$4.5 billion in world exports
categorised as Rising Stars.

In Table 4.23 there is a greater threat from India
among the three competitors, since there are
the greatest number of products (88) that are
Rising Stars for India, and the coverage in terms
of Pakistan's world exports, UK world imports and
UK imports from competitors is greater than for
Bangladesh and Vietnam Rising Stars, although
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are performing better (Rising Stars) can be studied
and may be replicated. An assessment of the world
demand, export potentials in the long run for these
product lines would help determine interventions
that could create a more diversified export base.
FTA negotiators must ensure that these products
are not only liberalised in the UK market, but more
importantly, non-tariff barriers are also addressed.

Tables 4.25 and 4.26 position Pakistan's Falling Star
and Retreat products vis-a-vis competitors. UK

Notes

6 Decreux, Y and Spies, J (2016), 'Export
Potential Assessments’, available at: https://
umbraco.exportpotential.intracen.org/
media/1089/epa-methodology_141216.pdf
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imports of Falling Star products from all the three
competitors is higher than Pakistan's exports to
the UK. Itis pertinent to seek more information on
Falling Star and Retreat lines and further indicators
to determine whether the demand for these lines

in the UK will keep falling in the future. This will

give anindication whether Pakistan needs to seek
new markets for the product where its demand is
growing, and instead add other dynamic products in
its UK export basket.

7 See Annex C for the rules of origin for
identified export sectors and products
with potential.


https://umbraco.exportpotential.intracen.org/media/1089/epa-methodology_141216.pdf
https://umbraco.exportpotential.intracen.org/media/1089/epa-methodology_141216.pdf
https://umbraco.exportpotential.intracen.org/media/1089/epa-methodology_141216.pdf
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5.1. PAK-UKFTA

From the results in Section 4.1, the following
options are available for Pakistan.

According to the quantitative analyses conducted in
this study, the most favourable option for Pakistan,
entailing maximum net benefit, is to retain UK's
preferential tariff scheme, GSP Enhanced, instead
of opting for an FTA with the UK in which Pakistan
will be faced with a totalloss of US$101.1 million,
after taking into account gains from exports and
consumer surplus, and losses from import bills
and revenue loss. However, if Pakistan loses GSP
Enhanced status, then according to results from
the WITS simulation, Pakistan will lose US$255.7
million from falling under GSP General Framework.
In this case, an FTA with UK would be beneficial
and would lead to net benefit of US$154.7 million.
Nevertheless, if we are to compare the benefits
of a FTA to MFN, since unilateral preferences can
be revoked any time, then the FTA is the most
viable option for Pakistan. Due to preferential
arrangements being untenable, GSP beneficiary
countries are also seeking an F TA arrangement
with the UK. Bangladesh, which would be losing

its Least Developed Country (LDC) status, is also
now contemplating negotiating FTAs with its
partner countries instead of seeking preferential
arrangements like GSP.

Under the UK GSP Enhanced Framework, a country
may be 'suspended'if itis no longer vulnerable,
orifit no longer complies with commitments on
implementation of the 27 Conventions. UK GSP
imports from Pakistan averaged 11.5 per centin
the last three full years (2018-20), exceeding the
qualifying threshold of 9.0 per cent. As aresult,
67-87 per cent of UK imports from Pakistan could
lose tariff preferences, moving to paying a tariff
averaging 6.2 per cent. However, the UK is actively
reviewing its GSP regime, including potentially a rise
in this threshold. The threshold would need to be
atleast 12 per cent, butideally 15 per cent, to allow
Pakistan to remain eligible for UK enhanced GSP.#

Therefore, the Pakistani government could
discuss with the UK government about raising
the import criteria threshold in the GSP Enhanced
Framework. In case the threshold is not raised
and Pakistan loses its GSP Enhanced status, then
the Pakistani government could discuss about
extending the provisions of the GSP Enhanced

40\ An Ex-Ante Assessment of Pakistan—UK Free Trade Agreement on Trade, Revenue and Welfare

Framework to the GSP General Framework without
product graduation, and could request a long
transition period.

However, if Pakistan opts for a free trade
agreement, then initially an early harvest
programme could be signed, which may eventually
lead to a free trade agreement. Non-tariff barriers
must also be tabled during F TA negotiations with
UK counterparts.

Mostimportantly, Pakistan must consider the fact
that the UK is entering into FTA arrangements with
Pakistan's competitors, including GSP beneficiaries.
This must be accounted for.

5.2. Pakistan’'s export potential to
the UK

The analyses from ITC EPl and GAP reveal that
products in which there may be potential are
also prone to losing their share in the UK market
in the future, since most of these product lines
are either Falling Stars or Retreats; that is, in
both cases, UK world import CAGR is negative.
Pakistan has so far been able to export more

to the UK in those product lines that are
experiencing a fall in demand in the UK; however,
this may not hold for long.

There is a need to address the non-tariff measures
in sectors other than apparel, such as agriculture,
medicaments, medical instruments, etc. Itis also
important to investigate why exports to the UKin

a few lines are falling, despite UK demand for these
products rising (Lost Opportunity products).

5.3. Positioning Pakistan's
products vis-a-vis
competitors using EPD
methodology

The EPD results reveal that Pakistan's Rising Star
products face the greatest threat from Vietnam

and its Lost Opportunity products from India, even
though both face higher tariffs in these lines as
compared to Pakistan and Bangladesh. Vietnam has
already signed an FTA with the UK post-Brexit, while
India is in talks with the UK for an FTA.

Itis important for Pakistan to determine why these
product lines are losing out and what strategies
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it needs to adopt to enhance sustainability and considered and appraised for replication in Pakistan.
increase its exports of these lines. The mapping Stakeholder consultation can provide inputs into

of these product lines onto industry/firms can the new interventionist measures. Discussions and
help assess the existing set of interventions measures should consider the UK's current new
and incentives, while a detailed comparison of FTA with Vietnam and a prospective one with India,
Pakistan's existing incentives may be made with since Pakistan risks losing even greater shares to
those of competitors, so that these may be both these countries in the UK market.

Note

8 See the first report by the Commonwealth
Secretariat (2021), 'Study on Pakistan's export
opportunities in the UK and EU in the post-
Brexitera'.
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Annex A. List of HS-6 product lines segmentation vis-a-vis competitors

(Continued)
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Annex B. Product-wise TC, TD, Total TE, old and new duties due to switch
from GSP Enhanced to GSP for Pakistan in the UK market

Chapter 63

TC Effect TD Effect Total Effect Applied
Duty

630222 (33,541.96) (2,965.17) (36,507.13)

630260 (4,630.12) (4,864.27) (9,494.40)

630221 (3,678.72) (2,579.39) (6,258.11)

630710 (1,000.75) (1,021.03) (2,021.78)

630790 (682.50) (1,013.30) (1,695.80)

630291 (188.59) (1,266.74) (1,455.34)

630391 (453.37) (416.41) (869.78)

630399 (75.37) (153.03) (228.41)

630299 (92.45) (80.21) (172.65)

630900 (42.33) (124.46) (166.79)

630240 (58.37) (29.08) (87.45)

630140 (47.37) (33.92) (81.29)

630520 (41.77) (29.48) (71.26)

630690 (18.67) (22.86) (41.53)

630499 (18.54) (12.85) (31.39) 8.21
630190 (9.43) (19.81) (29.24) 8.21

630590 (7.36) (16.22) (23.58)

630312 (4.50) (12.04) (17.54)

______
(8.42)

630622 (6.14) (14.55) 8.21
(Continued)
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Chapter 63

TC Effect TD Effect Total Effect Applied
Duty

630539 1 39)

(4. 23 (5. 62
______
630532 (0.20) (0.58) (0.78)
______
(0.52) (0.56)
______

630800 (0.04)
630533 (0.14)

(0.20) (0.43)
______

631010

CH-63 Total

611020 (7,112.3) (10,432.7) (17,545.0)

610349 (10,635.4) (10,635.4)

611595 (3,354.0) (2,648.0) (6,002.0)

611211 (3,398.3) (1,467.6) (4,865.9)

610510 (1,220.4) (1,983.7) (3,204.1)

611090 (1,222.7) (1,052.7) (2,275.4)

611219 (1,544.0) (359.0) (1,903.0)

611610 (842.5) (893.4) (1,735.9)

611212 (608.0) (755.0) (1,363.1)

610419 (956.2) (256.0) (1,212.1)

610463 (465.6) (685.3) (1,150.9)

610432 (309.1) (483.4) (792.5)

610130 (221.4) (380.1) (601.5)

(Continued)
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Duty
611190 (379.8) (159.8) (539.6)
______
610220 (169.9) (359.5) (529.4)
______
611120 (181.5) (325.1) (506.6)
______
610339 (181.1) (309.1) (490.1)
______
611693 (175.9) (243.0) (418.9)
______
610413 (120.3) (289.1) (409.4)
______
610230 (146.4) (218.8) (365.1)
______
610333 (111.5) (226.4) (337.8)
______
610332 (151.1) (164.4) (315.5)
______
610442 (79.0) (229.7) (308.7)
______
610620 (184.7) (88.8) (273.4)
______
611430 (77.8) (151.7) (229.5)
______
611699 (99.1) (120.1) (219.2)
______
610423 (55.3) (109.9) (165.2)
______
611420 (46.3) (99.2) (145.6)
610690 (348 ___
610791 (49.0) (88.6) (137.6)
610322 poe ___
611780 (48.5) (76.4) (124.9)
611220 (80 ___
610452 (37.0) (60.1) (97.1)
______
611710 (21.0) (62.3) (83.3)
______
611530 (62.0) (17.4) (79.4) 9.41

(Continued)
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Chapter 63

TC Effect TD Effect Total Effect Applied
Duty

610459 29 9)

(44. 1 (74. O
______
611790 (71.5) (71.5)
______
(37.2) (68.3)
______

610290 (31.1)
611249 (19.1)

(38.9) (58.0)
______

611019 (19.7)

(25.2) (44.9)
______

610839 (14.2)

(27.8) (41.9)
______

610441 (28.3)

(10.6) (38.9)
______

610891 (15.6)

(20.6) (36.2)
______

611011 (13.7)

(17.9) (31.7)
______

610822 (22.1)

(22.2)
______

610729 (12.3)

(17.1)
______

611691 (14.9)

(14.9)
______

611529

610341

610821

611239

610331

610811

610431 (0.

(Continued)
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Chapter 63

TC Effect TD Effect Total Effect Applied
Duty

Chapter 62

620462 (5,103.4) (5,504.7) (10,608.1)

620349 (895.6) (745.4) (1,641.1)

620463 (580.0) (873.1) (1,453.1)

621132 (298.5) (740.9) (1,039.4)

620339 (130.2) (527.4) (657.6)

620419 (312.2) (258.9) (571.0)

621142 (241.9) (253.9) (495.8)

620332 (166.0) (184.9) (350.9)

620429 (137.1) (193.8) (330.9)

621600 (142.3) (176.0) (318.3)

620791 (122.5) (167.9) (290.4)

620443 (119.6) (164.1) (283.7)

621490 (131.9) (102.9) (234.8)

620892 (54.0) (148.8) (202.8)

620520 (88.7) (111.3) (199.9)

620799 (93.0) (96.1) (189.1)

620469 (65.2) (123.0) (188.2)

620530 (72.7) (108.9) (181.6)

621010 (28.8) (143.2) (172.1) 9.18
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621149 (47 ___
620920 (45.0) (95.9) (140.9)
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620590 (54.9) (79.0) (133.9)

620293 (5520 ___
620412 (60.7) (71.7) (132.5)

620433 @29 ___
620432 (12.8) (114.1) (126.9)
______
620119 (83.1) (32.8) (115.9)

62080 @D ___
620690 (25.4) (67.8) (93.1)
______
621139 (28.1) (47.2) (75.3)
______
620630 (27.0) (38.5) (65.5)
______
620822 (24.9) (31.6) (56.5)
______
620213 (17.8) (24.5) (42.3)
______
621210 (12.2) (18.7) (30.8)
______
620413 (14.6) (15.7) (30.3)
______
621040 (11.1) (14.1) (25.2)
______
620453 (12.9) (21.6)
______
620722 (10.9) (17.0)
______
620111 (12.3) (12.9)
______
621030 (12.2)
______
621790 (10.7)
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