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The Pakistan Business Council: An Overview

The Pakistan Business Council (PBC) is a business policy advocacy forum, representing private-sector businesses that have substantial
investments in Pakistan’s economy. It was formed in 2005 by 14 (now 55) of Pakistan’s largest enterprises, including multinationals, to
allow businesses to meaningfully interact with government and other stakeholders.

The Pakistan Business Council is a pan-industry advocacy group. It is not a trade body nor does it advocate for any specific business
sector. Rather, its key advocacy thrust is on easing barriers to allow Pakistani businesses to compete in regional and global arenas.

The PBC works closely with the relevant government departments, ministries, regulators and institutions, as well as other stakeholders
including professional bodies, to develop consensus on major issues which impact the conduct of business in and from Pakistan. The
PBC has submitted key position papers and recommendations to the government on legislation and other government policies affecting
businesses. It also serves on various taskforces and committees of the Government of Pakistan as well as those of the State Bank, SECP
and other regulators with the objective to provide policy assistance on new initiatives and reforms. The PBC currently serves on a Taskforce
formed by the Ministry of Commerce to develop a framework for negotiating the proposed Pakistan-Turkey FTA.

The PBC is a strong proponent of trade. For PBC, however, a liberalized trade regime means not just the opening up of domestic markets
for partners but also a level playing field for Pakistani companies in partner country markets. The PBC has conducted a number of studies
of Pakistan’s existing Free Trade Agreements (FTA) with China, Sri Lanka and Malaysia as well as on the proposed Free Trade Agreements
with Thailand, South Korea and Turkey. In addition, the PBC has also reviewed Pakistan’s existing Preferential Trade Agreements (PTA)
with Iran, Indonesia and Mauritius. The PBC has voiced its concerns about the negative impact on domestic manufacturing with no
significant increase in export of manufactured goods to partner countries of Pakistan’s existing and proposed FTAs and PTAs. The PBC
has repeatedly called for a “moratorium” on fresh trade agreements pending a review of existing trade agreements and the formulation
of a national trade strategy. It is envisaged that the National Trade Strategy will address the concerns of domestic manufacturers and at
the same time be able to negotiate market access for Pakistan’s manufactured exports. The current trade negotiation strategy is flawed
and has failed to deliver.
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The PBC’s Founding Objectives:

• To provide for the formation and exchange of views on any question connected with the conduct of businesses in and from
Pakistan.

• To conduct, organize, set up, administer and manage campaigns, surveys, focus groups, workshops, seminars and field works
for carrying out research and raising awareness in regard to matters affecting businesses in Pakistan.

• To acquire, collect, compile, analyze, publish and provide statistics, data analysis and other information relating to businesses
of any kind, nature or description and on opportunities for such businesses within and outside Pakistan.

• To promote and facilitate the integration of businesses in Pakistan into the world economy and to encourage the development
and growth of Pakistani multinationals.

• To interact with Governments in the economic development of Pakistan and to facilitate, foster and further the economic,
social and human resource development of Pakistan.

The PBC is a Section 42 not-for-profit Company Limited by Guarantee. Its working is overseen by a Board of Directors elected every three
years by the Membership with the Board being headed by a Non-Executive Chairman. The day-to-day operations of the PBC are run by
a professional secretariat headed by a full-time, paid CEO. More information on the PBC, its members, and its workings, can be found
on its website: www.pbc.org.pk
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The PBC’s Member Companies



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and TurkeyVI

Table of Contents

The Pakistan Business Council: An Overview.....................................................................................................................................................................III

The PBC's Member Companies......................................................................................................................................................................................V

Table of Contents...............................................................................................................................................................................................................VI

List of Figures....................................................................................................................................................................................................................VIII

List of Tables .....................................................................................................................................................................................................................IX

PBC Position.....................................................................................................................................................................................................................X

Findings............................................................................................................................................................................................................................XI

Recommendations...........................................................................................................................................................................................................XIII

Introduction.....................................................................................................................................................................................................................XIV

Report Outline.................................................................................................................................................................................................................XVI

Bilateral Trade..................................................................................................................................................................................................................01

Trade Overview..........................................................................................................................................................................................................03

Discrepancies in Bilateral Trade Data...................................................................................................................................................................06

Trade Products.........................................................................................................................................................................................................08

Pakistan's Top 10 Exports to Turkey at HS-6...................................................................................................................................................10

Pakistan's Top 10 Imports from Turkey at HS-6..............................................................................................................................................................11

Trade Complementarity.............................................................................................................................................................................................12



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and Turkey VII

Trade Potential...........................................................................................................................................................................................................13

Pakistan's Potential to Export to Turkey.............................................................................................................................................................13

Turkey's Potential to Export to Pakistan............................................................................................................................................................15

Ex-Ante Impact of an FTA: Tariff and Trade Simulation.....................................................................................................................................................17

Impact on Pakistan's Exports................................................................................................................................................................................19

Impact on Turkey's Exports...................................................................................................................................................................................21

Ex-Ante Impact of an FTA: Reaching the 2011 Level of Exports......................................................................................................................................23

Turkey's Trade Defense Measures................................................................................................................................................................................29

The Perspective of the Business Community on the Proposed FTA.............................................................................................................................33

Sector-Wise Recommendations.............................................................................................................................................................................36

Free Trade Agreements of Pakistan and Turkey..................................................................................................................................................................39

Annexes............................................................................................................................................................................................................................51

Annex 1: Global Trade Profiles.............................................................................................................................................................................53

Annex 2: Exports with Greater than $5 Million Potential......................................................................................................................................63

Pakistani Exports to Turkey with Greater than $5 Million Potential..........................................................................................................................63

Turkish Exports to Pakistan with Greater than $5 Million Potential.............................................................................................................................74

Annex 3: Change in Ranking of Top 50 Exports by Potential from 2014 to 2015....................................................................................................96

Pakistan's Exports to Turkey....................................................................................................................................................................................96

Turkey's Exports to Pakistan.................................................................................................................................................................................98



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and TurkeyVIII

List of Figures
Figure 1: Pakistan's Trade with Turkey, 2007-2015.....................................................................................................................................................03
Figure 2: Exports of Pakistan to Turkey and Turkey's Global Imports, 2007-2015................................................................................................04
Figure 3: Imports of Pakistan from Turkey and Turkey's Global Exports, 2007-2015...........................................................................................04
Figure 4: Importance of Bilateral Trade to Pakistan and Turkey, 2015.......................................................................................................................05
Figure 5: Discrepancy in Data of Pakistan's Exports to Turkey, 2014-2015.............................................................................................................06
Figure 6: Discrepancy in Data of Turkey's Exports to Pakistan, 2014-2015............................................................................................................07
Figure 7: Composition of Pakistan-Turkey Bilateral Trade (HS 1988/1992), 2015..................................................................................................08
Figure 8: Trade Complementarity Index, Pakistan and Turkey, 2012-2015............................................................................................................12
Figure 9: Pakistan's Trade with Turkey, 2011 vs 2015................................................................................................................................................25
Figure 10: Pakistan's Trade with Malaysia, 2007-2015...............................................................................................................................................42
Figure 11: Pakistan's Trade with China, 2006-2015.....................................................................................................................................................43
Figure 12: Pakistan's Trade with Sri Lanka, 2004-2015...............................................................................................................................................44
Figure 13: Pakistan's Trade with SAARC, 2005-2015.................................................................................................................................................45
Figure 14: Turkey's Trade with Malaysia, 2014-2015.................................................................................................................................................47
Figure 15: Turkey's Trade with South Korea, 2012-2015............................................................................................................................................48
Figure 16: Turkey's Trade with Jordan, 2010-2015......................................................................................................................................................49
Figure 17: Turkey's Trade with Egypt, 2006-2015.......................................................................................................................................................50
Figure 18: Pakistan's Global Trade, 2007-2015............................................................................................................................................................55
Figure 19: Pakistan's Top 10 Global Exports (HS 2-digit), 2007 vs 2015..................................................................................................................56
Figure 20: Pakistan's Top 10 Global Imports (HS 2-digit), 2007 vs 2015.................................................................................................................56
Figure 21: Pakistan's Top 10 Export Markets, 2007-2015...........................................................................................................................................57
Figure 22: Pakistan's Top 10 Import Markets, 2007-2015...........................................................................................................................................58
Figure 23: Turkey's Global Trade, 2007-2015..............................................................................................................................................................59
Figure 24: Turkey's Top 10 Global Exports (HS 2-digit), 2007 vs 2015....................................................................................................................60
Figure 25: Turkey's Top 10 Global Imports (HS 2-digit), 2007 vs 2015....................................................................................................................60
Figure 26: Turkey's Top 10 Export Markets, 2007-2015..............................................................................................................................................61
Figure 27: Turkey's Top 10 Import Markets, 2007-2015.............................................................................................................................................62



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and Turkey IX

List of Tables
Table 1: Tariff Reduction Modality of the proposed Pakistan-Turkey FTA...........................................................................................................XV

Table 2: Top 5 Exports of Pakistan to Turkey (HS 2-digit), 2015..............................................................................................................................09
Table 3: Top 5 Imports of Pakistan from Turkey (HS 2-digit), 2015.........................................................................................................................09
Table 4: Top 10 Exports of Pakistan to Turkey (HS 6-digit), 2007-2015...................................................................................................................10

Table 5: Top 10 Imports of Pakistan from Turkey (HS 6-digit), 2007-2015..............................................................................................................11
Table 6: Pakistan's Top 10 Highest Potential Exports to Turkey, 2015 (with RCA and Tariff data)............................................................................13

Table 7: Turkey's Top 10 Highest Potential Exports to Pakistan, 2015 (with RCA and Tariff data)....................................................................15
Table 8: Impact on Pakistan's Exports if Turkey reduced all tariffs to 0% in 2015...........................................................................................................19
Table 9: Impact on Turkey's Exports if Pakistan reduced all tariffs to 0% in 2015...........................................................................................................21

Table 10: Pakistan's Major Exports to Turkey, 2011 vs 2015......................................................................................................................................26
Table 11: Pakistan's Exports to Turkey, 2011 vs 2015.................................................................................................................................................27

Table 12: Turkey's Anti-Dumping Measures against Pakistan.................................................................................................................................31
Table 13: Turkey's Safeguard Measures that affect Pakistan....................................................................................................................................32
Table 14: Comparison of Pakistan and Turkey's Key Economic Indicators, 2007 and 2015.........................................................................................53

Table 15: Pakistan's High Potential Exports (> USD 5M) to Turkey, 2015 (with RCA and Tariff data)..............................................................................63
Table 16: Turkey's High Potential Exports (> USD 5M) to Pakistan, 2015 (with RCA and Tariff data).......................................................................74

Table 17: Change in Ranking of Pakistan's Top 50 Products by Potential to Export to Turkey from 2014 to 2015....................................................96
Table 18: Change in Ranking of Turkey's Top 50 Products by Potential to Export to Pakistan from 2014 to 2015....................................................98



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and TurkeyX

PBC Position

A Free Trade Agreement between Pakistan and Turkey is likely to benefit both partners.  However, it is evident from the analysis done
in this Study that Turkey has more to gain from an FTA than Pakistan.1 Pakistan has the potential to export $5 billion to Turkey, while
Turkey has the potential to export $12.8 billion to Pakistan.  Moreover, tariff and trade simulation using WITS software shows that had
both countries signed an FTA that eliminated all tariffs in 2015, Turkey's exports would rise by 32% while Pakistan's exports would only
rise by 22%. The report also concludes that it is unlikely that an FTA with Turkey will drive back Pakistan's exports from $235 million
in 2015 to their 2011 level of $756 million. The FTA could bring about a substantial increase in Pakistan's exports only if it addresses
Turkey's blanket use of safeguard measures and anti-dumping duties.

To ensure that this opportunity to augment bilateral trade is fully exploited, negotiations should focus on tariff elimination across high
potential products, particularly those in which the exporter has a comparative advantage and the importer does not. Before proceeding
further, the Ministry of Commerce must consider the suggestions of Pakistan's domestic producers because of their thorough understanding
of the problems of their respective sectors and their high stakes in the FTA. Turkey's heavy reliance on safeguard measures and
anti-dumping duties, and their adverse impact on Pakistan's exports must also be addressed during the negotiations. Finally, the partners
must ensure that discrepancies in the data they report are reduced because these form the basis of their trade policies which have
far-reaching consequences for their economies.

1All trade potential calculations in this report are exclusive of petroleum products (HS 27)
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Findings

 In 2015, Pakistan exported products worth $235 million to Turkey and imported products worth $205 million from it; resulting in a
surplus of $30 million for Pakistan. Exports fell over 2014, while imports rose slightly, reducing Pakistan’s surplus.

 Pakistan and Turkey are not each other’s major trading partners, nevertheless, Pakistan trades more intensely with Turkey than vice
versa. Turkey’s share in Pakistan’s exports and imports is 1% and 0.5% (respectively), while Pakistan’s share in Turkey’s exports and
imports is 0.1% and 0.2% (respectively).

 The magnitude of the discrepancy in figures reported by Pakistan and Turkey in 2015 was higher compared to that in the previous
year. In 2015, the discrepancy in the figure of exports of Pakistan to Turkey was $72 million and of Turkey to Pakistan was $84 million.

 Over 50% of Pakistan’s exports to Turkey (at the 2-digit level) comprised of cotton and faced a tariff of 3.6% from Turkey.

 Pakistan’s imports from Turkey were more diversified; six products accounted for the top 50% share. These products and the tariffs
they faced from Pakistan include machinery, nuclear reactors and boilers (10.1%); electrical and electronic equipment (14.3%); plastic
and articles of plastic (11.9%); organic chemicals (6.9%); man-made staple fibers (12%); and iron and steel (16.9%).

 The scope of Turkey for increasing exports to Pakistan is greater than vice versa.

o Turkey’s export portfolio complements Pakistan’s import products more strongly than Pakistan’s export portfolio complements
Turkey’s import products. 52% of what Turkey exports matches Pakistan’s imports while only 19% of what Pakistan exports
matches Turkey’s imports. This means that Turkey is more likely to experience increased exports from an FTA if trade between
the two countries is liberalized.

o The potential of Turkey to export to Pakistan ($12.8 billion) is almost three times higher than the potential of Pakistan to export
to Turkey ($5 billion).1

o Pakistan already faces low tariffs from Turkey on its top 10 high potential exports. However, Turkey’s top 10 high potential
exports face high tariffs from Pakistan. This means that Turkey has more room to press for reduction in tariffs.

However:
 There is a greater number of high potential exports of Pakistan which are facing higher tariffs than Turkey’s FTA partners

Egypt, Jordan and South Korea.
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 While Pakistan’s tariffs on high potential exports are lower than Turkey’s FTA partners, Malaysia and Singapore, and closer
to those of South Korea; these tariffs do not really impact either Malaysia, Singapore or South Korea as these items are not
of high export interest for these countries. Further, since the FTA with Singapore is yet to be enforced and the FTA with
Malaysia was put into force only last year the tariffs may decrease in the future.

 Pakistan’s tariffs for Turkey’s high potential exports, though high, are closer to the tariffs Pakistan’s FTA partners, China, Sri
Lanka and Malaysia, are facing.

o Of the ten products of each country with the highest export potential, there are only two products in which Pakistan has a
comparative advantage and Turkey has a comparative disadvantage, compared to six products in which Turkey has a comparative
advantage and Pakistan has a comparative disadvantage.

 Pakistan has the highest export potential (at the 6-digit level) in “Instruments and appliances used in medical, surgical or veterinary
sciences, n.e.s.”, which is also the 14th major product exported by Pakistan to Turkey; and Turkey has the highest export potential (at
the 6-digit level) in “Motor cars and other motor vehicles… with engine of a cylinder capacity <= 1.000 cmÂ³”, a product that is not
currently exported by Turkey to Pakistan.

 Tariff and trade simulation showed that a hypothetical FTA, which would have reduced the tariffs put by one country on the other
to zero in 2015, would have increased exports of Turkey by 32% and of Pakistan by 22%. The greatest increase in export value of
Pakistan was estimated to be in the product “Denim, containing >= 85% cotton by weight and weighing > 200 g/mÂ², made of yarn
of different” of $8 million (original duty rate 6.40%). The greatest increase in export value of Turkey was estimated to be in the product
“Sanitary towels (pads) and tampons, napkins and napkin liners for babies, and similar articles, of any material” of $4 million (original
duty rate 18.57%).

 Pakistan is facing anti-dumping duties on yarn of man-made/synthetic/artificial staple fibers since 2014 and wall-type split air
conditioners and their outdoor and indoor units since 2011. Moreover, Pakistan’s polyethylene terephthalate exports and cotton fabric
and readymade garment exports to Turkey suffer as a result of Turkey’s global safeguard measures on them since 2011. Turkey had
also placed safeguard measures on its imports of cotton yarn (other than sewing thread) in 2008 however these were repealed in 2012.
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Recommendations

 Pakistan should emphasize on pressing for tariff reductions on its high potential export products
While the tariffs faced by the top 10 high potential items of Pakistan are low (9.6% or below), there is a significant difference between
tariffs placed on Pakistan and Turkey’s FTA partners, Egypt and Jordan.

 Pakistan should press for an FTA similar to Turkey’s FTAs with Jordan and Egypt rather than with South Korea, Malaysia and
Singapore
Pakistan must ensure that the concessions offered by Turkey for Pakistan’s high potential items should ideally be better than those
offered by Turkey to its other FTA partners, especially Jordan and Egypt. The terms offered by Turkey to South Korea, Malaysia and
Singapore, mainly due the nature of their exports, might not really help Pakistani companies benefit from an FTA with Turkey.

 Pakistan’s Ministry of Commerce must take the business community on-board while negotiating the FTA
It is important that the MoC work closely with Pakistani businesses who export to or who have experience of Turkey’s domestic
markets. This will help identify Non-Tariff Barriers which can potentially impact the viability of Pakistan’s exports to Turkey under
an FTA.

 Turkey’s excessive use of Trade Defense tools must be addressed in the negotiations
Pakistan is still subjected to anti-dumping duties on yarn of man-made/synthetic/artificial staple fibers; and wall-type split air
conditioners and their outdoor and indoor units. Moreover, Pakistan’s exports also suffer as a result of Turkey’s global safeguard
measures on polyethylene terephthalate, and on cotton fabric and readymade garments. Therefore, Turkey’s intensive use of trade
defense tools needs to be addressed in the FTA.

 Both countries must do away with the discrepancies in their reported data
Discrepancies in reported data weaken the foundation on which the bilateral trade policy is made. Conclusions drawn from incorrect
data can seriously injure exporters of both countries. Therefore, it is imperative that an effort is made to increase accuracy at both
ends and reconcile data.
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Introduction

Despite being strong political allies, economic ties between Pakistan and Turkey are far from ideal. Trade relations between Pakistan and
Turkey date back to 1959, when a Turkish trade delegation visited Pakistan. At that time, both countries were members of the CENTO,
GATT (which was later succeeded by WTO) and United Nations. On 22nd July, 1964, Pakistan, Turkey and Iran formed Regional Cooperation
for Development (RCD) with several objectives including the aim of increasing intra-regional trade. Though trade flow among Pakistan,
Turkey and Iran did improve, it unfortunately remained below 2% of their aggregate GDP. The organization eventually became dormant
and was dissolved in 1979. Turkey and Pakistan signed several agreements to strengthen economic cooperation and increase bilateral
trade during the 1970s and 1980s. As part of the Economic and Technical Cooperation Agreement of 1976, the Turkey-Pakistan Joint
Economic Committee Mechanism was established. Pakistan and Turkey also formed Economic Cooperation Organization (ECO) with
Iran in 1985 which had purposes similar to RCD. Both countries conferred each other Most Favored Nation (MFN) status in October 1992.
Moreover, Turkey also granted Pakistan Generalized Scheme of Preferences (GSP) status on 1st January, 2002. In October 2009, the Pakistan-
Turkey High-Level Cooperation Council (later known as the Pakistan-Turkey High Level Strategic Cooperation Council) was setup, which
first met in 2010 and subsequently in 2012, 2013 and 2015.

Unfortunately, trade between the two countries has remained subpar, and Pakistan and Turkey have consistently attributed this to
inadequate shipping and telecommunication links, and a lack of contact between businessmen. To counter this, several initiatives have
been taken to promote joint ventures by the two countries. Furthermore, to facilitate trade in goods, a Memorandum of Understanding
on the Istanbul-Tehran-Islamabad Cargo train (known as Gul Train or ECO Train) was signed in 2009 during a meeting of ECO. Through
this freight train, cargo can be transported from Islamabad to Istanbul in 15 days compared to being shipped from Karachi to a Turkish
port in 40-45 days. The Gul Train operated for two years before it was closed down because of maintenance and security issues where
the railway track crossed Baluchistan. The Government of Pakistan signed a MoU with Turkish Railway for the revival of Gul Train on
23rd November, 2013, however, the train service is still not operating since internal security issues are yet to be resolved. Finally, another
major hindrance to bilateral trade is Turkey’s blanket use of anti-dumping duties and safeguard measures.

Pakistan and Turkey both appreciate the trade potential that exists between them and are committed to work toward its realization.
Initially, Pakistan wanted to secure GSP Plus status from Turkey however due to the latter’s reluctance, the countries reached a compromise.
In February 2015, during the fourth meeting of the High Level Strategic Cooperation Council a decision to initiate negotiations for a
comprehensive Pakistan-Turkey Free Trade Agreement was taken.

The first round of negotiations for the FTA were carried out in October 2015 and since then they have been continuing at a smooth pace.
During the second round of negotiations in March 2016, an FTA Framework Agreement whereby the partners agreed to carry out
negotiations in the fields of trade in goods and services, investment, intellectual property rights, competition policies and dispute settlement
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mechanism. The third round of negotiations took place in July 2016, and the most recent round was held in August 2016. While the
negotiations are progressing smoothly, one issue that has come up is the provincial cess tax on Pakistan’s imports that is not levied on
domestic products. The FTA is expected to be signed by the end of this year or in the beginning of the next year. With such a tight timeline,
it is important that the concerns of industry be highlighted at the earliest and maximum support be provided to the Pakistani
negotiating team to ensure that Pakistani exporters manage to get the greatest possible benefit from the signing of this FTA.

As of now, the text of the agreement has been concluded and it has been decided that the agreements on trade in goods, trade in services,
and investment be put into force simultaneously. The tariff reduction modality has been agreed to as follows:

The requests lists for concessions of both Pakistan and Turkey have been made and shared between the two governments, while exclusion
lists are being drawn up. The Ministry of Commerce has invited the business community to put forward their suggestion for this list.

An important feature of the FTA is its provisions for trade remedies. Firstly, an improved definition of an injury resulting from tariff
reductions has been drafted as compared to the one included in the Pakistan-China FTA which adversely affected Pakistan’s industry.
Secondly, imposition of safeguard measures are not allowed for the initial 18 months on goods that are granted concessions and no
safeguard can be imposed on the same good more than once. Both countries, however, have agreed on the imposition of bilateral safeguard
measures on agriculture. Finally, a lesser duty rule will be applied for anti-dumping measures. This means that a lower level of anti
dumping duty than the margin of dumping will be imposed as long as it is adequate to remove the injury.

This Study, which is a follow-up to the Study done by the PBC in 2015 on the Feasibility of an FTA between Pakistan and Turkey,2 updates
the 2015 Study and reviews the changes in the past one year which may have impacted the feasibility or otherwise of a Free Trade
Agreement between Pakistan and Turkey, especially in light of the new FTA that Turkey has signed with Singapore in 2015 and also the
coming into operation of Turkey’s FTA with Malaysia.

2 The Pakistan Business Council. (2015). The Proposed Pakistan-Turkey Free Trade Agreement. http://pbc.org.pk/wp-content/uploads/2015/12/Pak-Turkey-
Paper-FINAL-1.pdf
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Report Outline
Study Objective
The objective of this Study is to update the 2015 PBC Study on the feasibility of the proposed Free Trade Agreement between Pakistan
and Turkey. This FTA is currently under negotiation and is expected to be signed either by the end of this year or in early 2017.

Data Sources and Methodology

Note: All values of trade flows reported in this study are in USD. Moreover, all such data reported in tables is in USD millions unless
stated otherwise.

Below is the explanation of some economic tools that are used in this text. These are trade complementary index, export potential, revealed
comparative advantage and Tariff and Trade Simulation.

Trade Complementarity

Trade complementarity index assesses how well country i’s offer (i.e. export portfolio) matches country j’s demand (i.e. import products).
It is calculated using the following formula.

The value of trade complementarity ranges from 0 to 1, where 0 indicates no complementarity and 1 indicates a perfect match. The higher
the trade complementarity index, the higher the benefit that can be derived from tariff concessions by the exporting country.
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Trade Potential

Trade potential allows us to identify the scope of increasing bilateral trade. It measures the additional trade that can exist between two
countries theoretically if trade is perfectly frictionless between them. It is calculated using the following formula.

Note that for the purpose of this Study, all trade potential calculations are exclusive of petroleum products (i.e. those products that fall
under HS code 27).

Revealed Comparative Advantage

Revealed comparative advantage (RCA) index indicates the relative advantage or disadvantage in a specific industry as evidenced by
trade flows. It is calculated by the following formula.

The values of RCA range from 0 to     . If the comparative advantage of a country in a product is less than 1, we say that the country is
inefficient in producing that good, and it should replace this production by importing the product from another country which is efficient
in producing that good (i.e. has RCA greater than 1). RCA values reported in this Study have been calculated using data from ITC.

Tariff and Trade Simulation (Ex Ante Impact of FTA)

The ex-ante impact of an FTA is analyzed from both Pakistan and Turkey’s perspective by carrying out Tariff and Trade Simulation using
the SMART tool of the WITS. Substitution and supply elasticities are fixed at 1.5 and 99 respectively, while the price effect is fixed at zero.
It is assumed that the bilateral FTA will result in reduction of all tariffs to zero. The resulting exports are then predicted for both Pakistan
and Turkey.





Section I: Bilateral Trade
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Bilateral Trade
Trade Overview
Pakistan exports more than it imports from Turkey; however, this gap has been declining since 2011. In 2015, products worth $235 million
were exported and $205 million were imported, resulting in a surplus of $30 million for Pakistan.

Figure 1: Pakistan's Trade with Turkey, 2007-2015
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To better assess the trend of bilateral trade, Pakistan’s exports and imports to Turkey have been superimposed by the imports and
exports of Turkey to the world, respectively.

Turkey’s imports from the world had a low correlation with
Pakistan’s exports to Turkey (0.08) during this period. Pakistan’s
exports to Turkey were lowest in 2015, declining after they peaked
in 2011 when Turkey applied anti-dumping duties on wall split
air conditioners units from Pakistan and global safeguard
measures on polyethylene terephthalate, and cotton fabrics and
readymade garments. In 2014, anti-dumping duties were also
placed on yarn of man-made or synthetic or artificial staple fibers
from Pakistan which further reduced exports. A declining trend
in Turkey’s overall imports since 2013 has also impacted Pakistan’s
exports to Turkey.

Turkey’s exports to the world had a moderate correlation with
Pakistan’s imports from Turkey (0.53) during this period. This
means that in the years where Turkey increased its overall exports,
Pakistan’s imports from Turkey also grew. Imports from Turkey
were lowest in 2008 and highest in 2015. While Pakistan’s exports
to Turkey were marked by large fluctuations, imports from
Turkey have remained relatively steady.

Figure 2: Exports of Pakistan to Turkey and Turkey's Global Imports, 2007-2015 Figure 3: Imports of Pakistan from Turkey and Turkey's Global Exports, 2007-2015
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Pakistan and Turkey are not each other’s major trading partners. However, Pakistan’s trade with Turkey as a percentage of its trade with
the world is more substantial than Turkey’s trade with Pakistan as a percentage of its trade with the world.

Figure 4: Importance of Bilateral Trade to Pakistan and Turkey, 2015
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Discrepancies in Bilateral Trade Data

Figure 5: Discrepancy in Data of Pakistan's Exports to Turkey, 2014-2015
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Figure 6: Discrepancy in Data of Turkey's Exports to Pakistan, 2014-2015
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Trade Products

The following graph shows the composition of bilateral trade in 2015 using the classification of HS 1988/1992. Pakistan’s exports to Turkey
are concentrated in the Textiles and Clothing category. Its imports from Turkey, however, were not concentrated in a single category. They
consisted of Mach and Elec (machinery and electric/electronic equipment), Chemicals, and Textiles and Clothing.

Figure 7: Composition of Pakistan-Turkey Bilateral Trade (HS 1988/1992), 2015
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The following tables show Pakistan’s top five exports to and imports from Turkey at the 2-digit HS level and the tariffs they face from
Turkey and Pakistan, respectively.

Over 50% of Pakistan’s exports to Turkey comprised of cotton and faced a tariff of 3.6% from Turkey. Pakistan’s imports from Turkey
were more diversified; six products accounted for the top 50% share. These products and the tariffs they faced from Pakistan include
machinery, nuclear reactors and boilers (10.1%); electrical machinery and equipment (14.3%); plastic and articles of plastic (11.9%); organic
chemicals (6.9%); man-made staple fibers (12%); and iron and steel (16.9%).
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Table Summary:
 Top export product: “Denim fabrics of cotton, >/=85%, more than 200 g/m2” with 22% export share (6.4% tariff)

 Product with highest growth rate in top 10 exports items to Turkey: “Rice, semi-milled or wholly milled, whether or not
polished or glazed” with 4036% growth rate (45% tariff)

 Three products with the highest tariffs in the top 10 exports to Turkey: "Rice, semi-milled or wholly milled, whether or not
polished or glazed", "Undenaturd ethyl alcohol of an alcohol strgth by vol of 80% vol/higher" and "Sesame seeds, whether or not
broken" (45%, 24% and 12.5% tariff, respectively)

Pakistan's Top 10 Exports to Turkey at HS-6
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Pakistan's Top 10 Imports from Turkey at HS-6

Table Summary:

 Top import product: “Filament tow of acrylic or modacrylic” with 4% import share (10% tariff)

 Product with highest growth rate in Pakistan’s top 10 imports from Tukey: “Finishg agents, dye carriers & oth prep, nes” with
369% growth rate (8.5% tariff)

 Three products with the highest tariffs in the top 10 imports from Turkey: "Structures & parts of structures, i/s (ex prefab bldgs
of headg no. 9406)", "Milk powder not exceeding 1.5% fat" and "Sanitary towels (pads) and tampons, napkins and napkin liners
for babies, and similar" (20%, 20% and 18.6% tariff, respectively)
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Trade Complementarity

The trade complementarity index indicates to what extent the export profile of the reporter complements the import profile of the partner.
A high index may indicate that the exporter would stand to gain from increased trade.

Exports of Turkey complement the imports of Pakistan better than the exports of Pakistan complement the imports of Turkey. That is,
only 19% of Pakistan’s exports match with Turkey’s imports, while 52% of Turkey’s exports match with Pakistan’s imports. Moreover,
while Turkey’s exports have become more complementary over time, Pakistan’s exports have moved in the opposite direction. This
indicates that if an FTA occurs, Turkey will find a larger, growing market for its exports in Pakistan while Pakistan’s exports will be faced
with a smaller, shrinking market.

Figure 8: Trade Complementarity Index, Pakistan and Turkey, 2012-2015



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and Turkey 13

Trade Potential
Pakistan’s Potential to Export to Turkey

Pakistan currently exports $235 million to Turkey and it has a potential to export $5.2 billion more1 according to data for 2015. If this
potential were realized, Pakistan exports to Turkey would increase by a factor of 22. Note that the trade potential has decreased from
$6.4 billion in 2014.

The following is a list of ten products with the highest potential for Pakistan to export to Turkey. The revealed comparative advantage
of Pakistan and Turkey, along with the tariffs applied by Turkey on Pakistan and major FTA partners of Turkey (Singapore, Malaysia,
South Korea, Jordan and Egypt) are also mentioned.
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Table Summary:

 Cumulative potential of the top 10 potential products: $1.6 billion

 Product with highest export potential: “Instruments and appliances used in medical or veterinary sciences, nes” (0% tariff)
This is also currently the 14th top export product of Pakistan to Turkey

 Top 10 potential products that are currently not exported: “Cotton, not carded or combed” (0% tariff)

 Top 10 potential products that are among top 10 global exports of Pakistan: “Cotton yarn, >/=85%, single, uncombed, 714.29
>dtex>/=232.56, not put up”, “Denim fabrics of cotton, >/=85%, more than 200 g/m2” and “Polyethylene terephthalate” (tariffs
on these products are 3.2%, 6.4% and 3% respectively)

 Three top 10 potential products facing the highest tariffs: “Mens/boys trousers and shorts, of cotton, not knitted”, “Womens/girls
trousers and shorts, of cotton, not knitted”, “T-shirts, singlets and other vests, of cotton, knitted” (9.6% tariff on each product)

 There are currently certain products in Pakistan’s top 10 high potential exports to Turkey in which Pakistan has favorable tariffs
as compared to those offered by Turkey to its FTA partners, Malaysia and Singapore. One reason that the other FTA partners
accepted these higher tariffs could be the lack of export interest of these countries in these products. Further, since the FTA with
Singapore is yet to be enforced and the FTA with Malaysia was enforced only last year the tariffs may decrease in the future.

 Top 10 potential products in which Pakistan is facing tariffs higher than Egypt, Jordan and South Korea: “Men's or boys' trousers,
bib and brace overalls, breeches and shorts, of cotton” (9.6% tariff), “Single cotton yarn, of uncombed fibres, containing >= 85%
cotton by weight and with a linear density of 232,56 decitex to” (3.2% tariff), “Women's or girls' trousers, bib and brace overalls,
breeches and shorts of cotton” (9.6% tariff), “Denim, containing >= 85% cotton by weight and weighing >” (6.4% tariff), “Polyethylene
terephthalate” (3% tariff), “T-shirts, singlets and other vests of cotton, knitted or crocheted” (9.6% tariff) – 6 products

 Of the 10 high potential exports, Egypt and Jordon are subjected to zero tariffs in all ten products; South Korea is subjected to
zero tariffs in five products; Singapore is facing zero tariffs in three products; and Malaysia is subjected to zero tariffs in two
products.

 Top 10 potential products in which Pakistan has a comparative advantage and Turkey simultaneously has a comparative
disadvantage: “Instruments and appliances used in medical…” and “Cotton neither carded nor combed” (0% tariff on each
product) – 2 products

Please refer to the Annexures for:
 List of Pakistani exports to Turkey with greater than $5 million potential
 Change in ranking of top 50 Pakistani exports to Turkey by potential from 2014 to 2015
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Turkey’s Potential to Export to Pakistan

Turkey currently exports $289 million worth of products to Pakistan (according to data reported by Turkey) and it has the potential to
export $12.8 billion more1 according to data of 2015. If this potential were realized, Turkey’s exports to Pakistan would increase by a factor
of 44. Note that the potential has increased from $12.5 billion in 2014.

The following is a list of ten products with the highest potential for Turkey to export to Pakistan. The revealed comparative advantage
of Pakistan and Turkey, along with the tariffs applied by Pakistan on Turkey and major FTA partners of Pakistan (China, Malaysia, Sri
Lanka) are also mentioned.
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Table Summary:

 Cumulative potential of the top 10 potential products: $2 billion

 Product with highest export potential: “Motor cars and other motor vehicles… cylinder capacity <= 1.000 cmÂ³” (52.5% tariff)
It is currently not exported by Turkey to Pakistan.

 Top 10 potential products that are not exported: “Motor cars and other motor vehicles principally designed… cylinder capacity
<= 1.000 cmÂ³” (52.5% tariff), “Motor cars and other… engine of a cylinder capacity > 1.000 cmÂ³ but <= 1.500 cmÂ³” (60% tariff),
“Motor cars and other… engine of a cylinder capacity > 1.500 cmÂ³ but <= 3.000 cmÂ³” (91.7% tariff), “Flat-rolled products of
iron or non-alloy steel, of a width of >= 600 mm, in coils…” (15% tariff), “Flat-rolled products of iron or non-alloy steel, of a width
of >= 600 mm, hot-rolled…” (15% tariff), “Dried, shelled lentils, whether or not skinned or split” (2% tariff)

 Top 10 potential products that are among top 10 global exports of Turkey and in the list of Top Ten Potential Exports to Pakistan:
“Sanitary towels (pads) and tampons, napkins and napkin liners for babies, and similar articles, of any material” (18.6% tariff)

 Three top 10 potential products facing the highest tariffs: “Motor cars and other motor vehicles…” under HS codes 870323 (92%
tariff), 870322 (60% tariff), 870321 (53% tariff)

 Top 10 potential products in which Turkey is facing tariffs higher than China, Malaysia and Sri Lanka: “Medicaments consisting
of mixed or unmixed products for therapeutic or prophylactic purposes” (13.6% tariff), Flat-rolled products of iron or non-alloy
steel, of a width of >= 600 mm, in coils, simply hot-rolled, not clad,” (15% tariff), “Flat-rolled products of iron or non-alloy steel,
of a width of >= 600 mm, hot-rolled or cold-rolled cold-reduced" (15% tariff), and “Chemical products and preparations of the
chemical or allied industries, incl.” (7.9% tariff) – 4 products

 Of the 10 high potential exports, Sri Lanka has the lowest tariffs. China has lower tariffs than Malaysia except in two flat-rolled
products of iron and steel. Sri Lanka has zero tariffs in six products, Malaysia has zero tariff in one product, China does not have
zero tariffs in any of the 10 products.

 Top 10 potential products in which Turkey has a comparative advantage and Pakistan simultaneously has a comparative
disadvantage: “Motor cars and other motor vehicles… cylinder capacity <= 1.000 cmÂ³” (52.5% tariff), “Motor cars and other
motor vehicles… cylinder capacity > 1.000 cmÂ³ but <= 1.500 cmÂ³” (60% tariff), “New pneumatic tyres, of rubber, of a kind used
for buses and lorries” (10% tariff), “Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, in coils, simply hot
rolled” (15% tariff), “Sanitary towels (pads) and tampons, napkins and napkin liners for babies, and similar articles, of any
material” (18.6% tariff), and “Dried, shelled lentils, whether or not skinned or split” (2% tariff) – 6 products

Please refer to the Annexures for:
 List of Turkish exports to Pakistan with greater than $5 million potential
 Change in ranking of top 50 Turkish exports to Pakistan by potential from 2014 to 2015
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Ex-Ante Impact of an FTA: Tariff and Trade Simulation

Impact on Pakistan’s Exports

A tariff and trade simulation was carried out to see the impact of a hypothetical FTA on Pakistan’s exports had Turkey reduced all tariffs
for Pakistan to 0% in 2015. The simulation suggested that 139 export products of Pakistan would have experienced an increase in export
value. In 2014, Pakistan’s exports to Turkey were $269 million. This figure would have increased by 22% ($60 million) to $329 million in
2015.

For brevity, the following table presents only the impact on export value of products which would have experienced an increase of $0.5
million or more. The greatest increase ($8 million) would have occurred in the product “Denim, containing >= 85% cotton by weight and
weighing > 200 g/mÂ², made of yarn of different” which had a duty of 6.4% in 2014.
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Impact on Turkey’s Exports

A tariff and trade simulation was carried out to see the impact of a hypothetical FTA on Turkey’s exports had Pakistan reduced all tariffs
on Turkey to 0% in 2015. The simulation suggested that 542 export products of Turkey would have experienced an increase in export
value. In 2014, Turkey’s exports to Pakistan were $188 million. This figure would have increased by 32% ($60 million) to $247 million in
2015.

For brevity, the following table presents only the impact on export value of products which would have experienced an increase of $0.5
million or more. The greatest increase ($4 million) would have occurred in the product “Sanitary towels (pads) and tampons, napkins
and napkin liners for babies, and similar articles, of any material” which had a duty of 18.6% in 2014.
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It is unlikely for an FTA between Pakistan and Turkey to help Pakistan achieve US$756 million exports to Turkey again. The biggest
hurdle that lies between Pakistan’s current exports to Turkey and those in 2011 is Turkey’s blanket use of its trade defense mechanism.
Unless Turkey’s intensive use of anti-dumping and safeguard measures is addressed like in Turkey’s FTAs with EFTA and Israel, a
substantial rise in Pakistan’s exports is unlikely to occur.

Ex-Ante Impact of an FTA: Reaching the 2011 Level of Exports

Figure 9: Pakistan's Trade with Turkey, 2011 vs 2015
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The main Pakistani exports to Turkey of 2011 (i.e. those that accounted for over 60% of all exports of Pakistan to Turkey in 2011) are listed
below. Note that each of these products experienced significant decline in export value between 2011 and 2015, with the exception of
“Cotton yarn, >/=85%, multi, uncombed, 714.29 >dtex>/=232.56, nt put up,nes” which experienced an increase of only $500 thousand.
While average tariffs remained constant for these commodities (with the exception of undenatured ethyl alcohol whose tariff was lower
in 2015), imposition of anti-dumping duties and safeguard measures on 7 of these commodities (which experienced a cumulative decrease
of $252 million) in 2011 was a primary reason for the decrease in export value. The major commodities of 2011 that face such measures
are highlighted in red.
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The decrease in export value of semi-milled or wholly milled rice can be explained by Turkey’s protection of its rice industry. Turkey
places 45% tariffs on imports of “Semi-milled or wholly milled rice, whether or not polished or glazed” from all supplying markets,
irrespective of free trade agreements. It is therefore unlikely that Turkey will give tariff concession to Pakistan in this product despite
Pakistan’s $72 million potential for exporting this product to Turkey. Moreover, Pakistan’s cotton yarn and whole-milled or semi-milled
rice exports are sensitive to global commodity prices. Prices of cotton yarn and semi-milled/whole-milled rice were higher in 2011 than
in 2015.

The following table highlights that though the importance of the major exports of 2011 has seen some decline, they still account for 56%
of Pakistan’s exports to Turkey. Hence unless Pakistan does not succeed in bolstering its exports in these products, the FTA is unlikely
to result in an impressive increase.

The exports of Pakistan to Turkey fell by $520 million from 2011 to 2015, of which $331 million (that is 64% of the overall decrease) can
be accounted by the fall in Pakistan’s major exports to Turkey. If a decrease in these products had not occurred, Pakistan exports to Turkey
in 2015 would have been $566 million, keeping all other factors constant.
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Turkey's Trade Defense Measures

Turkey has a pro-active policy to protect its domestic manufacturers from imports. The measures it uses include  the imposition of anti-
dumping and countervailing duties, and safeguard measures.

Anti-dumping and countervailing

Turkey is a frequent user of the anti-dumping instrument. It has the 10th highest number of anti-dumping investigations and 7th highest
number of impositions of anti-dumping measures over the period 1995-2014 among WTO members. As of 30th June, 2016. Turkey had
143 definitive duties in place. Of these 55 were on China. The products which face most anti-dumping measures are plastics or rubber,
textile and base metals articles.

Currently, there are two products of Pakistan which are facing anti-dumping duties. These are “Yarn of man-made or synthetic artificial
staple fibers” (since April 2014) and “Wall type split air conditioners and their indoor/outdoor units” (since January 2011). Pakistan has
been subjected to anti-dumping measures by Turkey five times in total.
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Safeguard measures

Turkey has the third highest number of safeguard measures amongst members of the WTO. It undertook a total of 21 investigations and
14 measures as of 30th April, 2015. The exporting countries that are affected the most by these measures include Pakistan (polyethylene
terephthalate); Republic of Korea, Spain and Belgium (terephthalic acid); China (travel goods, handbags and similar containers; spectacle
frames; and certain electrical appliances); and Republic of Korea (wallpapers and similar wall coverings).



Section V: The Perspective of the
Business Community on the Proposed FTA
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The Perspective of the Business Community on the Proposed FTA
On 4th October, 2016, the Ministry of Commerce (MoC) held a first of its kind, public consultation session on the Pakistan-Thailand and
Pakistan-Turkey FTAs with the facilitation of the Pakistan Business Council. The aim of this session was to update the stakeholders on
the progress on the FTAs and to provide them a forum to put forward their suggestions and apprehensions about the agreements. The
business community stressed for pre-negotiation meetings in future FTAs and also for sector-wise consultation sessions for the Pakistan-
Turkey FTA.

While the MoC plans to simultaneously implement all three parts of its comprehensive FTA with Turkey covering goods, services and
investment, it was suggested that the investment portion be implemented first as it will help bolster the economy before it opens up. The
Ministry was also advised to carry out a comparative analysis of other FTAs of Turkey. It should study what products Turkey is likely
to press for concessions in and what products it is most likely to protect. The terms and modalities offered by Turkey to other partners
must also be scrutinized. Another valuable suggestion was to add a “reverse MFN” clause to the Pakistan-Turkey FTA like the one present
in Turkey-South Korea FTA. This clause would enable Pakistan to automatically avail concessions that are equivalent to the allowances
granted by Turkey to other FTA partners. It should however be kept in mind that this would simultaneously allow Turkey similar
concessions as those offered in the Pakistan-China FTA.

The Ministry was cautioned against hidden barriers that may exist despite signing of the FTA with allusion to the first phase of the
Pakistan-China FTA. Despite high potential to export rice and leather to China, China’s rice imports are sourced mainly from Vietnam
and Thailand, and Pakistan’s leather exports to China have remained stagnant because of a ban placed on them after it was found that
they were being smuggled into Mainland China from Hong Kong. Moreover, Pakistan’s vegetable exports were also placed on quarantine
by China.

While the world is moving towards free trade by lowering tariffs, even large economies strive to protect local producers through non-
tariff barriers such as anti-dumping, countervailing and safeguards measures. For example, India placed anti-dumping duty on pure
terephthalic acid (PTA) imports from China, Iran, Taiwan, Indonesia and Malaysia this year after a petition was filed by MCC PTA India
Corp Pvt Ltd and Reliance Industries Ltd. Pakistan’s NTC, on the other hand, has been dormant; requests for investigations have been
overlooked time and again.
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Countries also rely on non-tariff, technical barriers to trade such as sanitary and phytosanitary measures, labeling/packaging requirements,
certifications, etc. Unfortunately, Pakistan Standards and Quality Control Authority (PSQCA) is unable to implement these standards,
and the certifications it grants are not internationally accepted. It was suggested that PSQCA should sign Mutual Recognition Agreements
(MRAs) with more countries to ensure PSQCA’s certifications are recognized in foreign markets especially in countries with Pakistan is
looking to sign trade agreements.

The business community aptly took this opportunity to underscore the problems that make the domestic industry vulnerable to the
external sector. They agreed that Pakistan needs to move toward product and market diversification, and businesses need to share
information and experience, but the socio-economic environment in itself is not conducive for businesses to prosper.

Sector-Wise Recommendations

Printing Inks

 The rate of custom duty applied by Pakistan on Turkey for the import of finished printing inks under HS code 3215.1900
is 20%. Moreover, the average custom duty applied by Pakistan on Turkey for the import of raw materials for manufacturing
printing inks is 15% (ranging between 5% and 20%). Therefore, concessions should not be granted to Turkey in the products
under PCT Codes 3215.1100, 3215.1110, 3215.1190, 3125.1900, 3125.1990 and 3215.9090 to shelter the local printing industry
from significant disadvantage.
Source: DIC Pakistan Limited

Packaging and Paper Products

 Turkey is primarily an importer of paper products under PCT Codes 4802.5510, 4802.5520, 4802.5530, 4802.5540, 4802.5590,
4802.5600, 4802.5700, 4802.6100, 4802.6200, hence these items should be part of the exclusion list of Pakistan and should also
be granted concessions from Turkey.
Source: Bulleh Shah Packaging (Pvt. Limited)

 Pakistan should place BOPP (PCT Code: 3920.2010, 3920.2030) and CPP films (3920.2090) in the no concessions list and seek
concessions from Turkey in them.
Source: Tri-Pack Films Limited
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 A concessionary rate tariff or a zero rated duty should be provided by Turkey on imported raw materials of BOPP and CPP
under PCT codes 3902.1000 and 3902.3000
Source: Tri-Pack Films Limited

 Pakistan should not grant Turkey concessions in flexible packaging products and laminated, particularly the PCT Heads
3920.1000, 3920.2020, 3920.2040, 3921.1900, 3926.9099 and 7607.2000
Source: Packages Limited

 Pakistan should not grant Turkey concessions in folding cartons and cases of corrugated paper and paperboard and non
corrugated paper or paperboard products in general, and PCT Heads 4819.1000 and 4819.2000 in particular.
Source: Packages Limited

 Pakistan should not grant Turkey concessions in tissue products toilet, facial, towel, napkin and similar paper of a kind
used for household or sanitary purposes, in rolls or sheets in general, and PCT Heads 4803.0000, 4818.1000, 4818.2000, in
particular.
Source: Packages Limited

Automotive and Auto parts

 Automotive and auto parts industry has apprehensions that the Ministry of Commerce is hastening the signing of the FTA.
Motor cars and vehicles and certain auto parts have high export potential for Turkey. MoC must refrain from granting
concessions in this sector as the effect on domestic producers will be disastrous. The self-made producers of Pakistan cannot
compete with foreign firms at this point.

Steel Industry

 Out of the 431 tariff lines, Turkey has requested concessions in 275 products. Pakistani steel manufacturers, on the other
hand, want these products to be placed in the exclusion list. Pakistan already suffers from China’s relentless steel dumping
against which no action has been taken by the NTC. It should now be wary of possible dumping of steel by Turkey. Turkey’s
iron and steel exports suffered a 30% decline over 2014 which the country naturally wants to cover up. Turkey has in fact
been subjected to anti-dumping duties from the United States in certain steel products since August, this year.
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Construction Industry

 Aluminium composite panels are essential for finishing and are used on the façade of all buildings. Pakistan does not
produce this raw material needed by the construction industry. Pakistan imports low quality panels from China at tariff
rate of 5%. Turkey also produces this panel with a much higher quality and faces a tariff rate of 10%. The construction
industry proposes that this product is given concession.

Ceramics Industry

 The FTA with China adversely effected the ceramic industry and a large portion of domestic ceramic manufacturers closed
their doors and hence the industry requires protection.

Sugar Industry

 Whey powder and skimmed milk are used to produce sugar confectionery. These two products are not value added
commodities yet taxes on these are high. For example, the import duty applied by Pakistan on Turkey on skimmed milk
and whey powder is 20%. In addition to this, regulatory duty on these products was also increased from 20 to 25% in June,
this year. Finally, the manufacturers must also pay 10% income tax.

Fresh Fruits and Spices

 Turkey is a contracting party to the TIR convention. Pakistan also joined this convention on 21st July, 2015 and it entered
into force on 21st January, 2016. Previously it would take 40 days to ship a package from Islamabad to Istanbul but via TIR
trucks, it will take only 15 days. Pakistan should capitalize on this opportunity to access Eastern Europe and Central Asia
which are also part of this convention.

 Exports of fresh fruits such as mangos should be promoted by the Ministry.

 Pakistan should also seek concessions in chili powder and spices.



Section VI: Free Trade Agreements
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Free Trade Agreements of Pakistan and Turkey

Pakistan’s Free Trade Agreements

Pakistan has three bilateral FTAs in force, these are with Malaysia, China and Sri Lanka. Moreover, it is also part of the South Asian Free
Trade Area (SAFTA) which has not yet been fully implemented. Pakistan’s FTA partners’ share in total exports and imports of Pakistan
is 23% and 32%, respectively. Pakistan had a trade surplus with Sri Lanka before the enforcement of the FTA, which has shown improvement
in its aftermath. While the trade deficit with Malaysia is still present since the FTA’s enforcement, it has shrunk, the major reason being
the diversion of Palm Oil imports of Pakistan from Malaysia to Indonesia following Pakistan’s PTA with the latter country. The FTA with
China, however, has led to considerable worsening of Pakistan’s bilateral trade deficit. With SAARC, Pakistan’s trade balance has improved.

Pakistan is in the process of negotiating FTAs with Thailand, South Korea and Turkey. It is also interested in launching negotiations for
FTAs with Bangladesh and Gulf Cooperation Council, however no major progress has been made.

Pakistan’s existing FTAs are discussed on the following pages.
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Pakistan-Malaysia FTA

Pakistan and Malaysia signed a comprehensive free trade agreement (Closer Economic Partnership Agreement) on 8th November, 2007
to facilitate greater economic and trade partnership. It was enforced on 1st January, 2008. The agreement covered not only trade in goods
but also trade in services, investment, and economic co-operation.

In 2007, Pakistan’s exports to Malaysia were worth $81 million while its imports from Malaysia were much higher at $1,158 million,

resulting in Pakistan’s trade deficit to be $1,076 million. Pakistan’s exports to Malaysia in 2015 had inched up to $186 million and imports

decreased to around $911 million primarily because of diversion of Palm Oil imports to Indonesia. Pakistan’s bilateral trade deficit thus

improved to $725 million.

Figure 10: Pakistan's Trade with Malaysia, 2007-2015
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Pakistan-China FTA

The free trade agreement between Pakistan and China was signed on 24th November, 2006 and it covered the topics of trade in goods
and investment. It was enforced in July 2007. The agreement has been dubbed lopsided, benefiting China more than Pakistan.

The imports of Pakistan from China increased from $2,915 million to $11,019 million from 2006 to 2015, while exports increased from
$507 million to $1,935 million. As a result, Pakistan’s existing trade deficit worsened from almost $2,408 million to $9,084 million.

Figure 11: Pakistan's Trade with China, 2006-2015
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Pakistan-Sri Lanka FTA

The Pakistan-Sri Lanka Free Trade Agreement was signed in July 2002 but did not become operational until 2005. Through this FTA, the
partners offered each other’s exports preferential market access by means of tariff concessions. Pakistan removed tariffs from 206 Sri
Lankan products including tea, rubber and coconut, while Sri Lanka removed tariffs from 102 Pakistani products including oranges,
basmati rice and engineering goods.

In 2004, Pakistan’s exports to Sri Lanka were worth $135 million and in 2015 they increased to $260 million. Imports of Pakistan from
Sri Lanka did not show commensurate growth. They were at $46 million in 2004 and grew to only $72 million in 2015. Therefore, Pakistan’s
trade balance which was a surplus of $89 million at the onset has improved to $188 million.

Figure 12: Pakistan's Trade with Sri Lanka, 2004-2015
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Agreement on South Asian Free Trade Area

The Agreement on South Asian Free Trade Area (SAFTA) was signed on 6th January, 2004 and enforced on 1st January, 2006. This
agreement is among the members of the South Asian Association for Regional Cooperation (SAARC). A trade liberalization program
(TLP) was initiated as part of the agreement on 1st July 2006. A Ministerial Council was formed to ensure smooth coordination between
the signatories and a Committee of Experts was also formed to assist the council. The TLP has augmented exports under SAFTA.

In 2005, Pakistan’s exports to members of the SAARC were $1,797 million, which rose to $3,005 million in 2015. Pakistan’s imports from
the region rose from $765 million to $2,189 million. The trade surplus decreased from $1,032 million to $807 million.

Figure 13: Pakistan's Trade with SAARC, 2005-2015
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Turkey’s Free Trade Agreements
Turkey has 18 FTAs in force and these are with EFTA, Israel, Macedonia, Bosnia-Herzegovina, Palestine, Tunisia, Morocco, Syria (agreement
suspended in 2011 due to political reasons), Egypt, Albania, Georgia, Montenegro, Serbia, Chile, Jordan, Mauritius, South Korea and
Malaysia. Turkey’s FTA partners’ share in total exports and imports of Turkey is 13% and 9%, respectively.

So far, Turkey has concluded FTAs with 35 countries. 11 FTAs were repealed because of the accession of these countries to the EU. Turkey
has recently concluded negotiations with Ghana while FTAs signed with Kosovo, Moldova and Faroe Islands are under ratification
process.

Turkey is in the process of negotiating FTAs with 13 countries and country blocs. These include Peru, Ukraine, Colombia, Ecuador, Mexico,
Japan, Congo, Cameroon, Seychelles, Gulf Cooperation Council (suspended), Libya, MERCOSUR and Pakistan.

Moreover, Turkey has launched initiatives to start negotiations with 10 countries and country blocs, including the USA, Canada, Thailand,
India, Indonesia, Vietnam, Central American Countries, other ACP Countries, Algeria, and South Africa.

Turkey’s free trade agreements have mostly proved beneficial to it. The country has a positive trade balance with all but four of its FTA
partners. However, its trade deficit with South Korea is large and leads to an overall deficit of Turkey with its FTA partners.  Turkey’s
FTA with Jordan has proved to be the most successful, further increasing Turkey’s bilateral trade surplus.

Previously, Turkey’s FTAs focused only on trade in goods. With the South Korea-Turkey FTA, Turkey has shown interest in also focusing
on investment and services, technical barriers to trade, sanitary and phytosanitary measures, intellectual property, competition, dispute
settlement, and trade remedies. For example, trade in services and investment will be covered in the concluded FTAs with Albania,
Bosnia-Herzegovina, EFTA, and the former Yugoslav Republic of Macedonia.

Turkey protects its agriculture products. For example, basic agricultural products are protected under its customs union with the EU and
also under its FTAs with Jordan, South Korea, Mauritius and Malaysia.

Products in which Turkey is interested in getting tariff reductions include chemical products (particularly ores, slag and ash), plastic and
rubber items, and transportation products.

Some important FTAs of Turkey are discussed on the following pages.
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Turkey-Singapore FTA

Turkey and Singapore launched negotiations for a free trade agreement in January 2014, and these were finally concluded in October
2015. The FTA was signed on 14th November, 2015. The ratification process for the TRSFTA is expected to be completed within two years
after which the FTA will be enforced. This FTA is Turkey’s first comprehensive agreement in a single undertaking. Turkey has agreed to
eliminate tariffs on Singapore on 80% of all tariff lines upon the entry into force; and across 95% of all tariff lines in a period of ten years.
Products of Singapore that will benefit from this arrangement include electronics, pharmaceuticals, chemicals and processed food products.

As of 2015, Turkey had a $67 million bilateral trade surplus. Its exports to Singapore were $433 million, while its imports from Singapore
were $365 million.

Turkey-Malaysia FTA

Turkey and Malaysia signed a free trade agreement on 17th April, 2014, negotiations for which had begun in May 2010. The FTA was
enforced a year later on 1st August, 2015. Through this agreement the two countries granted each other’s products preferential access.
They eliminated tariffs across 70% of the tariff lines upon entry into force of the Agreement. For Malaysia, the exports to benefit from
this immediate duty-free treatment were selected textiles and apparel, electrical or electronic products, chemicals, iron and steel products,
machinery, wood products, leather products and all rubber products. The countries also agreed to eliminate duties for 86% of the tariff
lines in an eight-year timeframe.

In 2014, Turkey had a trade deficit of $846 million with Malaysia and this deficit worsened to $982 million the next year. The imports of
Turkey from Malaysia increased from $1,161 million to $1,339 million, and exports increased from $315 million to $357 million.

Figure 14: Turkey's Trade with Malaysia, 2014-2015
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Turkey-South Korea FTA

The free trade agreement between Turkey and South Korea consists of four agreements: Framework Agreement, Trade in Goods Agreement,
Agreement on Investment and Agreement on Trade in Services.

The “Framework Agreement Establishing a Free Trade Area between the Republic of Turkey and the Republic of Korea” (Framework
Agreement) and the “Agreement on Trade in Goods between the Republic of Turkey and the Republic of Korea” (The Agreement on
Trade in Goods) were both signed on 1st August, 2012 and were enforced on 1st May, 2013.

Under the Framework Agreement, the negotiations of the remaining two agreements were carried out. The Agreement on Investment
and Agreement on Trade in Services were signed on 26th February, 2015 and are expected to enter into force following the ratification
process.

Under the Agreement on Trade in Goods, customs duties on all industrial goods will be eliminated within a seven-year time frame, while
the duties on most agricultural products will be eliminated within a ten-year period.

In 2012, Turkey had a trade deficit of $5,132 million with South Korea and in 2015 this deficit worsened to $6,489 million. The imports
of Turkey from Korea increased from $5,660 million to $7,057 million, and exports increased from $528 million to $569 million.

Figure 15: Turkey's Trade with South Korea, 2012-2015
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Turkey-Jordon FTA

Turkey signed a free trade agreement with Jordon on 1st December, 2009. The agreement was activated on 1st March, 2011. This agreement
replaced the previously signed Trade Agreement (1980) and Agreement on Economic, Industrial and Technical Co-operation (1983).

The FTA covered trade in goods and eliminated tariffs and non-tariff barriers. It provided regulation in the areas of sanitary and
phytosanitary measures, intellectual property rights, internal taxation, balance of payments, anti-dumping, safeguard measures, rules
of origin and structural adjustment as well as listed specific areas for cooperation.

Turkey and Jordan have agreed to phase out tariffs by 2018. Note that both countries will retain tariffs on animal, vegetable, food and
mineral products.

The FTA also permitted implementing tariff rate quotas (TRQs) on imports of certain agricultural products (defined according to the WTO
Agreement on Agriculture) and there were no provisions to phase out the TRQ or increase the quota after the full implementation of the
agreement. In general imports of these products within the annual quota are subject to zero rates of duty (100% margin of preference
over the prevailing MFN rate) and in some cases a 20% margin of preference over the MFN rate being provided.

The agreement improved Turkey’s existing bilateral trade surplus of $530 million in 2010 to $707 million in 2015. The exports and imports
stood at $572 million and $42 million in 2010; they increased to $835 million and $128 million in 2015, respectively. The percentage of
imports from Jordan that were entering into Turkey through the FTA were 99.5% as of December, 2015.

Figure 16: Turkey's Trade with Jordan, 2010-2015
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Turkey-Egypt FTA

Turkey and Egypt signed a free trade agreement on 27th December, 2005 which was enforced 2 years later on 1st March, 2007. Under this
agreement a free trade area was created between the two countries to make trade flows of goods smoother and freer, to enable better
economic cooperation, and to bolster their economies. This agreement also made provisions for investment.

While Turkey implemented its commitments as soon as the agreement came into effect, Egypt has been provided 12 years to phase out
its tariffs for its most sensitive industrial products, with graduated and briefer phase-outs for other industrial products.

Upon entry into force of the agreement several industrial goods of Egypt were granted 0% tariffs. These products included cement, rolled
iron and steel, liquids and slurries of polyethylene, leather, cotton yarn, drugs, crystal products, medical and surgery equipment, industrial
detergents, porcelain products, ceramics and Chinese ceramics. Agriculture and processed agriculture products of Egypt with custom
duties that range from 32% to 45% were also partially or fully exempted. Egypt received greater access in particularly rice, mango, guava,
garlic and fresh, chilled and frozen vegetables than Turkey’s other FTA partners such as Morocco, Tunisia, Jordan, Syria and Israel. Egypt
granted concessions to Turkish agriculture and processed agriculture products with custom duties that range from 2% to 12% and also
one product with custom duty of 22%. Egypt also granted the Turkish side reductions of tariffs and quotas for some manufactured
agricultural commodities.

In 2006, Turkey’s exports to Egypt were $709 million and its imports from Egypt were $393 million, resulting in a surplus of $317 million.
Almost a decade later exports rose to $2,759 million, imports to $1,382 million and the trade surplus of Turkey improved to $1,377 million.
The percentage of imports from Egypt that were entering into Turkey through the FTA were 70.9% as of December, 2015.

Figure 17: Turkey's Trade with Egypt, 2006-2015
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Annex 1: Global Trade Profiles

The table below summarizes some key economic indicators of the two countries. Turkey is the larger country in terms of income but is
experiencing slower economic growth. The World Bank classifies it as an upper middle income country. Pakistan, on the other hand, is
classified as a lower middle income country.

Turkey trades more than Pakistan both in absolute and relative terms. In 2015, Pakistan’s global exports and imports were $22 billion
and $44 billion, respectively, resulting in a trade deficit of $22 billion. On the other hand, Turkey’s exports and imports were $144 billion
and $207 billion, respectively, resulting in a trade deficit of $63 billion. Moreover, Turkey has a higher and increasing openness to trade
(i.e. trade value as a percentage of GDP).

Pakistan and Turkey’s exports are concentrated in a few products and a few markets, indicating that they are vulnerable to trade shocks
and overly dependent on their partners. Between the two, Turkey has a more diversified export portfolio in terms of products and markets.
In 2015, Pakistan’s top 10 export products at the 2-digit level accounted for 75% of its total exports, and its top 10 export partners accounted
for 62% of its total exports. On the other hand, Turkey’s top 10 exports accounted for 60% of its total exports, and its top 10 export partners
accounted for 46% of its total exports. The main export products (at the 2-digit level) of Pakistan are: cotton; other made textile articles,
sets and worn clothing; articles of apparel and accessories; and cereals. While Turkey’s top export products are: vehicles other than railway
and tramway; machinery, nuclear reactors and boilers; pearls, precious stones, metals; articles of apparel and accessories (knit or crochet);
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and electrical and electronic equipment. Studying imports showed that both Pakistan and Turkey are heavily dependent on imports of
mineral fuels, oils and distillation products; machinery, nuclear reactors and boilers; electrical and electronic equipment; vehicles other
than railway and tramway; and iron and steel. The top export and import products of both countries suggest that Turkey's existing export
product portfolio fits Pakistan's import needs better than Pakistan's export portfolio fits Turkey's import needs.

Pakistan's major export markets are the USA and China, and its major import supplying markets are China and the UAE. Turkey's major
export markets are Germany and the UK, and its major import supplying markets are China and Germany.

Pakistan has three bilateral FTAs in force with Malaysia, China and Sri Lanka, and it is also part of the South Asian Free Trade Area.
Moreover, it is in the process of negotiating FTAs with Turkey, South Korea and Thailand.  Turkey has 18 FTAs in force, and apart from
Pakistan, it is negotiating FTA with 12 other countries and country blocs. Some of its FTAs are also in the ratification phase. Turkey's
recent FTAs _ with Singapore, Malaysia, Egypt, Jordan, and South Korea _ have been included in this Study.

Charts summarizing Pakistan and Turkey's global trade are presented on the following pages.
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Figure 18: Pakistan's Global Trade, 2007-2015



Second Review of the Feasibility of a Free Trade Agreement between Pakistan and Turkey56

Figure 19: Pakistan's Top 10 Global Exports (HS 2-digit), 2007 vs 2015 Figure 20: Pakistan's Top 10 Global Imports (HS 2-digit), 2007 vs 2015
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Figure 21: Pakistan's Top 10 Export Markets, 2007-2015
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Figure 22: Pakistan's Top 10 Import Markets, 2007-2015
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Figure 23: Turkey's Global Trade, 2007-2015
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Figure 24: Turkey's Top 10 Global Exports (HS 2-digit), 2007 vs 2015 Figure 25: Turkey's Top 10 Global Imports (HS 2-digit), 2007 vs 2015
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Figure 26: Turkey's Top 10 Export Markets, 2007-2015
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Figure 27: Turkey's Top 10 Import Markets, 2007-2015
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Annex 2: Exports with Greater than $5 Million Potential
Pakistani Exports to Turkey with Greater than $5 Million Potential
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Turkish Exports to Pakistan with Greater than $5 Million Potential
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Annex 3: Change in Ranking of Top 50 Exports by Potential from 2014 to 2015

Pakistan's Exports to Turkey
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Turkey’s Exports to Pakistan
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