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Country Commercial Quide FY' 2000 - Paki stan
. EXECUTI VE SUMVARY

This Country Commercial Quide (COG presents a conprehensive | ook at
Paki stan’s comerci al environnment, using economc, political and

mar ket analysis. The COGs were established by recommendati on of the
Trade Pronotion Coordinating Coonmttee (TPCC), a nulti-agency task
force, to consolidate various reporting docunents prepared for the
U S. Business community. GCountry Commercial Quides are prepared
annual ly at U S. Enbassies through the conbined efforts of several

U S. Governnent agenci es.

Paki stan, a country with a popul ation of approxinmately 140 mlli on,
will continue to offer a challenging market for U S. exporters and

I nvestors. Pakistan’s econom ¢ performance has been handi capped in
recent years largely because of ineffective governance and weak
policy inplenmentation. Although the econony grew by 5.4 percent in
the 1998, it has the potential to achieve higher growh levels if the
Government of Paki stan takes effective neasures to achi eve nacro-
econom c stabilization and i ncrease economc efficiency by
restructuring its power sector and introducing financial sector

r ef or ns.

By sone estimates, Pakistan has an imedi ate requirenent for up to
$20 billion in infrastructure devel opnent that coul d provide good
opportunities for U S exports and investnent. The nost prom sing
sectors for U S exports include oil and gas (exploration and
transportation), agro-industry, information technology, textile

nmachi nery, gem m ni ng, precious and sem preci ous stones cutting,
franchi si ng, consuner goods, and environmental technologies. A najor
privatization effort in the tel ecommunications and financial sectors
shoul d offer additional markets for U S. services, products and
investors. In addition, Pakistan International A rlines also plans
to replace its aging fleet of w de-bodied aircraft. Sales to
Paki st an' s gover nnent organi zations, however, will be limted due to
shrinki ng forei gn exchange reserves and shortage of governnent funds.

Most potential investors in Pakistan are faced with many of the sane



chal l enges that exist in other devel opi ng economes. The biggest
chal l enge facing Anrerican firnms in Pakistan is | ack of transparency
i n governnent deci si on-naking, coupled with allegations of systemc
corruption.

In general, principal conpetitors of U S businesses in Pakistan are
Eur opean, Japanese, and South Korean firns. Financing of goods and
services is sonetinme crucial for inporters in Pakistan, and these
countries often offer credit terns that could nmake it difficult for
U S. suppliers to conpete. A so, Pakistanis sonetines note that U S
goods are a bit pricey conpared with those of sone conpetitors, and
that U S firns generally do not nove as quickly as sonme conpetitors
to neet denmand.

Paki stan is a diverse and chall engi ng market, requiring adaptability
and persistence. Careful planning and patience are the prerequisites
for success in this energing market. U S firns that are willing to
invest tinme to devel op narket presence shoul d expect to be rewarded
in the long-term

Country Commercial Quides are available for U S exporters fromthe
National Trade Data Bank’s CD-ROMor via the Internet. Please
contact STAT-USA at 1-800- STAT-USA for nore information. Country
Commerci al Quides can be accessed via the Wrld Wde Wb at
http://ww. stat-usa.gov. They can also be ordered in hard copy or
on diskette fromthe National Technical Information Service (NTIS) at
1-800-553-NTI'S. U S. exporters seeking general export

I nformati on/ assi stance and country-specific commercial information
shoul d contact the U S. departnent of Commerce, Trade |Information
Center by phone at 1-800-USA-TRAD(E) or by fax at (202) 482-4473.

1. ECONOM C TRENDS AND QUTLOXK
A Maj or Trends and Qutl ook

Since the |late 1980s Paki stan has pursued a program of

mar ket - ori ented econom c adj ustnent, reformand devel opnent,

i ncl udi ng strong encouragenent of foreign direct investnent.
Supported by the international financial institutions and bil ateral
donors, this program has ai ned at enhanci ng nmacroeconom c stability,
instituting structural reforns to pronote private sector-and
export-led industrial devel opnent, and reversing past neglect of key
soci al sectors such as health, education and popul ati on pl anni ng.

Paki st an has nmade consi derabl e progress under this program but the
process has not been entirely even, and key challenges remain for its
$60 billion econony. Specifically, governments have sought to reduce
fiscal and external inbal ances, reduce trade barriers, nodernize the
financial sector, privatize state-owned industries, reformthe tax
system encourage private investnment in the critical energy sector,
and offer specific incentives to attract foreign investnent, which is
considered critical to the overall devel opnent effort. Moreover,
governnments fromall the main political parties support these
reformst, market-oriented policies. These efforts have enjoyed
generous support fromthe IM- in the formof an Enhanced Structura
Adjustnent Facility approved in January 1999.

Various probl ens have kept Pakistan's progress belowits potential.
Fl oods, drought and pests hurt agricultural output in the early



1990s, and in the current fiscal year as well. Donestic political
instability throughout the Bhutto admnistration and sporadi c ethnic
and sectarian viol ence under the caretakers and the governnent of
Nawaz Sharif, who was el ected February 3, 1997, have stunted foreign
investnment. And finally, policy inconsistency and weak

i npl enent ati on have, along with reports of inproper official

i nfl uence in business and econom ¢ deci si ons, danpened i nvestor

i nterest and economc growt h in Paki stan.

Paki stan's m xed econom c performance reflects the interplay of these
positive and negative trends. Real economc growh has been positive,
but bel ow governnent targets. Real GDP grew 1.3 percent in 1996-97,
and 4.3 percent in 1997-98. In FY 1998-99, GP growh is expected to
inprove to 3.1 percent against a target of 6.0 percent. Recent annual
consuner inflation of 6-8 percent has been noderated to match
historically nodest single-digit rates. In 1998-99, however, consuner
inflation is projected at 6.1 percent. Fiscal slippages have led to
difficulties in conpleting the | M= prograns, however, Pakistan has
been able to nmaintain an acceptable record with foreign creditors.
New i nvestment inflows, both portfolio and direct, at an all-tine

hi gh in 1995-96, have neverthel ess dropped substantially this year.

Poverty remains a serious problemin Pakistan. Average per capita

i ncome was only $448 in 1998-99, and incone and weal th are not
equitably distributed. Gven the lowrate of GP growh, per capita
income will be flat or decline slightly this year. The popul ati on of
134 mllion is growing at alnost 2.6 percent per year. Wile

Paki stan's econom c fortunes remain closely linked to cotton and the
textile products, the governnment has nade sone progress in
diversifying the econony, and is coonmtted to inproving the quality
of life for poorer citizens through the Social Action Program a
multi-year effort to raise education, health and sanitation

st andar ds.

There are significant possibilities for U S and other foreign
suppliers and investors in Pakistan. However, realizing these
opportunities will require sound economc policies by the governnent
as well as actions to inprove political stability and better devel op
human r esour ces.

B. Principal Gowh Sectors
- Economc Gowh

After growing at an average rate of over 6 percent per year from 1980
to 1991, real GP growh has slowed in the 1990's. Real GDP growth
dropped to 1.3 percent in 1996-97 due to a poor cotton crop and
related setbacks in the textile industry. In 1997-98 growth hit 4.3
percent against a target of 6.0 percent. Real GDP grewonly by 3.1
percent in 1998-99.

The Paki stani econony is al nost evenly divided between the commodity
sector (51 percent of (GP) and the services sector (49 percent),
shares that have held constant for about a decade.

Sectoral shares in 1998-99 were estimated by the Mnistry of Finance
as follows:

Commodi ty Sector 51.3 % of whi ch:



Agriculture 24.5

Manuf act uri ng 18.6

Constructi on 3.6
Electricity & Gas Distribution 4.1

M ni ng 0.5

Servi ces sector 48. 7 % of whi ch:
Whol esal e and Retail Trade 15. 4

Transport, Storage & Communication  10.
Public Adm nistration & Defense 6.1
Onnership of Dwel I'i ngs

Fi nance and | nsurance

G her Services

oo
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- Agriculture

Paki stan has one of the largest irrigation systens in the world.
The growth in agricultural production has been unable to neet the
country's rapidly expandi ng food requirenents. Agriculture renains
the dom nant sector of the Pakistani econony, accounting for about
24.5 percent of &P, half the enployed | abor force, and a | arge
share of foreign exchange earnings, as well as providing the base
for key industries such as textiles and sugar.

Paki stan has two principal crop seasons: the "kharif," which
begins in April-June and ends Cctober-Decenber; and the "rabi",

whi ch begi ns in Novenber-Decenber and ends April-My. Weat,
cotton, sugar cane, and rice continue to be the major crops,
accounting for nearly 90 percent of value added in the agricultural
crop sector. On a much snaller scal e Pakistan al so grows barl ey,
mllet, sorghum corn, pulses, sunflower seed, rapeseed, nustard,
sesane, and tobacco.

Share of Agriculture sector in GDP has declined from 38.9 percent
in 1969-70 to 24.5 percent in 1998-99. During 1998/99 agriculture
sector grew by 0.35 percent against 3.82 percent in 1997/98. The
decline in agricultural gromh was nainly due to a decrease in the
production of cotton, wheat and val ue added forestry.

In an effort to boost rural incomes the CGovernnent of Pakistan
(GOP) annually reviews and increases the support price of
agricultural commodities. The GOP has renoved price subsidies on
fertilizers, increased the availability of agricultural credit, and
provi ded i ncentives for the inport of agricultural machinery. The
Q0P s agricultural priorities include: integrated devel opnent of
agriculture and irrigation facilities, better | and and water
managenent practices, inprovenents in fertilizer use, pest
managenent, research, diversification to higher-value crops and
devel opnent of agro-industries.

Wieat - Wheat accounts for nearly 38 percent of the cultivated

ar ea. Duri ng 1998/ 99 wheat production is estimted down 3.2
percent to 18.1 MIlion Metric Tons (MMI) conpared to | ast year
This decline is attributed to decrease in yields because of a | ong
spell of dry season at the tinme of crop growi ng season in rain-fed
areas and decrease in use of phosphatic fertilizer.

Cotton - Pakistan’s econony prinmarily depends on cotton and its
cotton textiles production as a maj or source of foreign exchange
and enpl oynent. About 80 percent of the crop is grown in Punjab



and the remaining in Sindh Province. Cotton production in 1998/99
is estimated at 6.3 mllion (480l b) bales conpared to 7.17 mllion
bales in 1997/98. Decline in cotton production was attributed to
decrease in area, unfavorable weather at harvest and virus attack
i n Sindh Province.

Rice - Rce is the second |argest staple food crop in Pakistan and
IS a maj or export crop. The principal export varieties are |ong-
grai ned non-gl utinous aromatic "Basnmati" rice grown in the Punjab
and non-aromatic coarse rice (variety Irri-6) planted in Sindh
province. R ce production during 1998/99 is estimated at 4.65 MVII
conpared to 4.33 MMI in 1997/98. |Increased production is
attributed to inproved yields due to tinely planting, |ess pest

I nfestation and bel ow normal nonsoon rains in saline areas.

Paki stan is a major rice exporter and annual ly exports about 2 MV
or about 10 percent of world trade.

Sugar cane - Paki stan's sugar production depends al nost entirely on
sugar cane, although there is sone production of sugar beets in the
NWFP.  Production of sugar cane in 1998/99 increased to 55.2 MVII
conpared to 53.1 MMI produced in 1997/98. This increase was in
response to higher support prices and even hi gher market prices for
cane. Farners also switched fromtraditional varieties to newer

hi gh-yielding and latter maturing varieties.

Ref i ned sugar production in 1998/99 has been estimated at 3.78 MVII
(raw val ue basis), at last year’s level. Pakistan has produced
exportabl e supplies of sugar for the |ast two years. Excess
production is becomng a burden to the industry because it is not
efficient and cannot conpete on the world market.

Tobacco - Paki stan grows tobacco and produces tobacco products, but
the market for donestic products is substantially undercut by
smuggl ed goods. Despite these major | eakages, the cigarette

i ndustry is a significant contributor to excise and sal es tax
revenues. My 1999 production is forecast at 98,500 netric tons
(farmweight) due to an expected increase in area and yi el ds.

About half of the total production is used for cigarette

manuf acturing and the remai nder used in traditional ways of snoking
(in hand-rolled cigarettes called birris, in water pipes, and as
snuff). The major tobacco growing region is in the NWP. O the
total tobacco inports estimated at 976 MI in 1998/ 99, 576 M of
flue-cured tobacco has been inported fromthe United States. The
U S. share of inported tobacco is increasing gradually in response
to increased demand for high quality cigarettes.

M nor crops - Mnor crops account for only 4.5 percent of total
cultivated area; these include oilseeds (sunflower, soybean,
saffl ower) chilies, pulses, potatoes, and onions.

Fi sheries - Pakistan's fishing industry is relatively nodest, but
has shown strong growh in recent years. The donestic market is
quite small, with per capita annual consunption of approximately
2.0 kilogranms. About 80 percent of production cones from nmari ne
fisheries fromtwo nmain areas, the Sindh coast east from Karachi to
the I ndian border, and the Makran coast of Bal uchistan. N nety
percent of the total marine catch is fish, the shrinp which
constitute the renmai nder are prized because of their greater

rel ative val ue and denmand in foreign markets.



During 1998/ 99, total fish production is estimted at 616,500 Ml of
whi ch 431,000 MI is nmarine and remai ning 168,000 MI is inland.
About one-third of the edible catch is consuned fresh, nine percent
Is frozen, eight percent canned, and about 43 percent used as fish
meal for aninal food.

Li vestock - Livestock accounts for 37 percent of the value added by
the agricultural sector and 9 percent of the total GDP. Principal
products are mlk, beef, nmutton, poultry, and wool. During

1998/ 99, livestock population increased to 118.2 mllion. Beef
production in 1998/99 is estinmated at 963,000 MI, nutton production
633,000 MI, m |k production 24.8 MMI' and poul try neat 188, 700 Mr

In an effort to enhance mlk and neat production, the GOP recently
| aunched a conprehensive |ivestock devel opnent project with Asian
Devel opnment Bank assistance. |n addition, the GOP has broadened
extension and artificial breeding services, rationalized ani nal
heal th services, inproved sl aught erhouses, and introduced hi gh

yi el di ng fodder varieties.

Forestry - Forests in Pakistan constitute an area of 4.2 mllion
hectares i.e., about 5 percent of total geographical area.

One-third of the forest area in Pakistan is productive and the

remai ning two-thirds is maintai ned for environnental

stability. The principal forest products are tinber, principally
for house construction and furniture, and firewod. The estinmated
production of fuel wood during 1998 was 26 mllion cubic neters. A
| arge nunber of wood products anobunting to Rs.7.9 billion are being
inmported to neet the donestic requirenents.

The growi ng popul ation and rising standards of |iving have

accel erated the demand for tinber, which is partially suppl enented
through inports. The GOP has banned forest cutting to protect

depl eting reserves. In order to encourage inports duty on tinber
and wood has been | owered to 10% only.

Veget abl e CGhee/ Cooking G| - Vegetabl e ghee, hydrogenated vegetabl e
oll, 1s the principal cooking nediumin Pakistan. After the market
outstripped the supply of m | k-produced ghee, the vegetabl e ghee

i ndustry has grown rapidly (fromtwo units in 1947 to nore than 40

in 1998). The principal raw material is edible oil, the majority
of which is inported palmoil. Pakistan suffers froma |arge and
chroni ¢ gap between demand and donestic production of edible oils.
Inmporting edible oil is an inportant task. It consunes a big
portion of valuable foreign exchange. Pakistan remains a najor
importer of palmoil followed by soybean oil and sunflower oil. In

My 1997/98, Pakistan inported 163,000 MI of soybean oil, 385 MI of
sunflower oil and 1.124 MVI of palmoil.

-l ndustry

Paki st an, which had alnost no large industrial units at the tinme of
Partition in 1947, now has a fairly broad industrial base, and
manuf acturi ng accounts for about 18.0 percent of GDP.

Cotton textile production is the single nost inportant industry,

accounting for about 18 percent of |arge-scale industrial enploynent.
Cotton yarn, cotton cloth, nmade-up textiles, ready-nade garnents, and
kni twear collectively accounted for nearly 60.0 percent of Pakistan's



exports in 1998-99. (Qher inportant industries are cenent, vegetable
oil, fertilizer, sugar, steel, nmachinery, tobacco, paper and

paper board, chem cals, and food processing. The GOP is attenpting to
diversify the country's industrial base and to increase the enphasis
on export industries. Small-scale and cottage industries are
nunerically significant but account for a relatively small proportion
of the GDP, about 6.0 percent. (Small-scale industry includes
facilities which enploy fewer than 50 workers and cottage industries
are industrial units in which the ower works and is aided by famly
nmenbers but enpl oys no hired | abor.)

Manuf acturing's share of GDP in 1998-99 was 18.3 percent, about the
sane as last year. The manufacturing sector registered a growh of
5.4 percent in 1998-99 conpared to 6.9 percent achieved | ast year.

Public Industrial Sector - The public industrial sector, under the
Production Wng of the Mnistry of Industries and Producti on,

conpri ses eight holding corporations which controlled 74 industri al
units. A majority of these units have been privatized under the

QP s privatization programand the rest are to be sold off. The

ei ght hol ding corporations include: Pakistan Steel; the State Cenent
Corporation; the National Fertilizer Corporation; Pakistan Autonobile
Corporation (PACO; Federal Chem cal and Ceramcs Corporation (FCCO;
State Petrol eum Refining & Petrochem cal Corporation (PERAC); State
Engi neering Corporation (SEC); and the Pakistan Industrial

Devel opnent Corporation (PIDC). These public sector units wll
continue to play a key role in certain sectors, such as heavy

engi neering, steel, autonobile, petroleumand defense production.

Textiles - The textile industry is the single nost inportant

manuf acturing sector, accounting for an average of 40 percent of
manuf act uri ng enpl oynent, 62 percent of manufacturing exports, and 30
percent of manufacturing value added. Pakistan's textile industry
produces cotton yarn, cotton cloth, nade-up textiles and apparel. In
order to reduce pressure on the demand for raw cotton, the pol yester
fiber and yarn industry has also grown significantly in recent years.
Paki stan al so has 12 jute mlls with an installed capacity of 37,876
spindles and 1,946 | oons. The industry produced 68,600 tons of jute
products in 1998-99.

Vari ous governnent incentives have raised the total installed
capacity to 8.3 mllion spindles and 145,000 rotors from about 8.2
mllion spindles and 143,000 rotors a year earlier. Despite recent
efforts to induct high-speed spindles, automatic cone w nders,

el ectronic splicers and other high-tech equi pnent the industry still
Is concentrated in the prelimnary stages of processing. 1In general,
large firnms concentrate on spinning and weavi ng | eavi ng
garment - maki ng to highly fragnented snall to nedi um scal e producers.
The nunber of textile units total ed about 503 in 1998-99. The textile
i ndustry needs to nove to higher val ue-added production and to
rationalize its operations in order to face the chal |l enges and
opportunities of the phased elimnation of quotas as part of the
Uruguay Round trade agreenent.

Kni t wear has been Pakistan's |argest single segnent of garnent
exports, but finished goods have generally | agged yarn and cloth
production. The GOP has proposed a series of neasures to upgrade the
garnent sector, including nodernization of facilities, and narket
research and sal es pronotion. Ready-nade garnent exports in 1997-98
totaled $671 mllion



Food Processing and Consuner Products - Maj or segnents include sugar,
tea, aerated water, edible fats, dairy products, concentrates,

j ui ces, tobacco, detergents, and personal care products. Nearly al
of these itens are produced for donestic consunption

Iron and Steel - Pakistan Steel, with an annual capacity of 1.1
mllion tons, is Pakistan's only integrated steel plant. It is

| ocated near Port Bin Qasim 25 Kiloneters East of Karachi. The
Steel MII was constructed with technical assistance fromthe formner
Soviet Union, and currently enpl oys about 20,000 workers. Ilron ore,
manganese, and cocking coal for the plant are all inported. Pakistan
Steel produces coke, pigiron, billets, hot and cold rolled coils and
sheets, and gal vani zed sheets. The facility notched record
production of over one mllion tons in 1993-94. That resulted in
significant pre-tax profits for Pakistan Steel, which had been a
chronic | oss-nmaker for nost of its operational history (in 1995-96,
however, production of all major itens declined by an average of
7.5% . Pakistan Steel had announced an expansion programto increase
its production capacity to three mllion tons by md-1999 but its
privatization has now becone the first priority of the governnent.

In June 1999, the first tin plate nmaking plant of Pakistan, Siddgsons
Tin Plate, has started comrercial production. This plant is a joint
venture between a | ocal conpany with French and Japanese firns. The
plant cost US$32 nillion and has a production capacity of 120, 000
tons of tin plate per annum

Fertilizer - Pakistan has 10 fertilizer units, of which four are in
the private sector. At the end of 1998, they had a total annua
capacity of 4,551 thousand tons. In 1998-99 overall production of
fertilizer declined 2.3 percent to 3,019,478 mllion tons conpared to
3,089,191 mllion tons during 1997-98 There is no donestic production
of potassic fertilizers.

Cenent - Pakistan has 23 operating cenent units, of which 19 are in
the private sector. The total annual capacity of the industry is
13,029 thousand tons. Cenent production in 1998-99 was about 3.8
percent |ower than the previous year. Pakistan has |large quantities
of both Iinestone and gypsumand a | arge donestic narket. Cenent was
one of the fewindustries with an established base in Pakistan at the
time of independence in 1947, when there were five cenent factories.

Paki stan currently produces five types of cenent: Portland grey,
Portl and slag, Sulphate resistant, Super Sul phate resistant, and
Wiite. In 1972, the Governnent of Pakistan nationalized cenent
factories and consolidated themunder the State Cenent Corporation of
Paki stan. The current privatization process has reversed that
initiative. In order to pronote growth in the cenent sector, the GOP
has al | owed duty-free inport of plant and nmachi nery not nanufactured
| ocal | y.

Chem cal s - Paki stan produces sone basic chemcals, such as soda ash,
caustic soda, and sulfuric acid. Production of soda ash in 1998-99
was 177,593 tons, and caustic soda 83,998 tons. Caustic soda is used
in the textile, hydrocarbon refining, and soap industries; sulfuric
acid is used in the textile, paper, fertilizer, and steel industries.

Leather - Leather is a nmajor and rapidly expandi ng export sector;
exports grew at an annual conpound rate of 21 percent over a recent
five-year period, boosted by a range of governnent incentives. The



| eat her and | eather products industry is |labor-intensive (directly
enpl oyi ng nore than 200, 000 workers) and there are over 400 tanneries
i n Pakistan. The recent growh of the industry is due in |arge part
to its successful progression fromthe export of raw hides and skins
and sem -processed | eat her towards hi gh val ue-added fini shed | eathers
and | eather products (including |eather jackets, gloves, footwear,
and sporting goods). The tanning sector is concentrated in the

Punj ab, where units process primarily buffal o and cow hi des;
tanneries in the Sindh process prinmarily goat and sheep skins. The

| ocal market for leather is limted, and about 80 percent of
production is exported. Mre sophisticated nachi nery and productivity
I ncreases can be expected to further boost exports. Pollutionis a
serious problemfor this industry.

El ectronics and El ectrical Goods Industry - The el ectroni cs and

el ectrical goods industry is basically a consuner products industry,
maki ng |ight bul bs and tubes, air conditioners, fans, refrigerators,
freezers, televisions, radios, and other electrical appliances. The
I ndustry depends heavily on inported parts and conponents, although

t here have been sonewhat successful efforts to increase the

per cent age of donestic conponents.

Veget abl e Ghee/ Cooking G| - Vegetabl e ghee, hydrogenated vegetabl e
oil, is the principal cooking nediumin Pakistan. After the narket
outstripped the supply of mlk-produced ghee, the vegetabl e ghee

i ndustry has grown rapidly (fromtwo units in 1947 to nore than 40 in

1998). The principal raw naterial is edible oil, the mgjority of
which is inported palmoil. Pakistan suffers froma |arge and
chroni c gap between denmand and donestic production of edible oils.
Importing edible oil is an inportant task. It consumes a big portion
of val uabl e forei gn exchange. Pakistan renains a nmajor inporter of
palmoil followed by soybean oil and sunflower oil. In M 1996/97,

Paki st an i nported 205,672 MI of soybean oil, 3,836 MI of sunfl ower
oil and 1070,000 Mr of palmoil.

Phar maceutical - There are nore than 30 nultinational manufacturers
of pharnmaceutical products in Pakistan (of which twelve are U S
firns) and they command over three quarters of the donestic narket.
Engi neering Industry - Mjor engineering goods facilities include a
heavy foundry and forge at Taxila in the Punjab (which produces
castings and forging for the railway, heavy nmachi nery, and autonobile
i ndustries); the Heavy Mechani cal Conplex at Taxila (which produces

I ndustrial mnachinery); the Karachi Shipyard and Engi neeri ng Wrks
(which builds and repairs ships as well as produces boilers); and the
Paki st an Machi ne Tool Factory, established at Karachi in 1968 in

col l aboration with a Swiss firm (which produces precision nmachines,
tool s and autonotive parts).

- Ener gy:

Paki stan's primary energy supply mx during the period July 1997 to
June 1998 consisted of oil (43.9 percent), natural gas (37.3
percent), hydel 13.0 percent), coal (5.1 percent), liquid petroleum
gas (0.4 percent) and nuclear (0.2 percent). The average crude oi
production during this period was 56,284 bpd. The production of
natural gas during the sane period was 1,916 mtfd. Devel opnent of
the energy sector renmains a high priority. Pakistan has faced
chroni c energy shortages and donestic energy demand has outstri pped
supply. FromJuly 1997 to June 1998, the largest electricity



consunption was donestic (42.1 percent), followed by industry (27.7
percent), agriculture (15.6 percent), bulk supply and public
lighting (9.3 percent) and conmercial (5.3 percent).

A series of new petrol eumpolicies, announced in |ate 1991,

Sept enber 1993, February 1994 and again in May 1997, have prom sed
to boost investnent in the oil and gas sector. The energy
shortfall has been particularly acute in electricity generation.
This has resulted in regular rotating power outages (|oad sheddi ng)
and forced many industries to develop their own alternative power
sources. In early 1994, the electricity shortage was estinmated at
2, 000- MV during peak | oad hours. The Governnent of Pakistan (GOP)
at that tinme announced a policy inviting the private sector to
devel op power generation projects. In 1997-98 governnent pressure
I ncreased for financial concessions fromthe independent power
projects. Investors received fromthe GOP letters of intent to
termnate. The termnation would |ead to nmassive financial |osses
for the firns and further damage to Paki stan's weak investnent
climate. Notices to five were withdrawn when they |ater agreed to
reduce their power tariffs for 10 years.

Current Situation and Future Planning - Pakistan's electricity is
supplied by two large state-owned utilities, the Water and Power
Devel opnment Authority (WAPDA), which supplies about 86.63 percent
of total electricity generated, and the Karachi El ectric Supply
Cor poration (KESC), 13.37 percent. WAPDA, headquartered in Lahore,
has an installed generation capacity of 9,945-MN consi sting of
51.48 percent thermal, and 48.52 percent hydel. KESC, which
generates and distributes electricity to Karachi and its suburbs as
wel | as the adjacent parts of Bal uchistan, has an installed
generating capacity of 1,735-MN all of it thermal. In addition,
seven private sector plants of a total installed generation
capacity of 4,024-MNsupply power to the national grid. The
country’s single 137- MV nucl ear power plant has been non-
operational since January 1999; and two of the four units of KESC s
382- MV Korangi Therrmal Power Station have recently been retired,
reducing its present generation capacity to between 155 and 180- MV
Cover nnent managenent of the power sector has been considered very
poor, |ine |osses huge, and corruption and over-enpl oynent ranpant.

Hydroel ectric Power - WAPDA, the sole operator of hydro projects,
has three | arge hydroelectric projects: Tarbela, with a total
generating capacity of 3,478-MAM; Mangla, with a total capacity of
1, 000- MV and Warsak with 240-MN Together with 107- MV from
scattered snmall hydro projects, the three major projects give WAPDA
4, 825- MV of hydropower. Hydropower's drawback is its seasonal
fluctuation. There is little rain from Cctober to May when the
demand for irrigation water is high, reducing the effective
capability of hydroelectric units. Reservoirs can register up to a
45 percent difference between wet and dry season water |evels.
Nevert hel ess, Paki stan has vast untapped hydro potential suitable
for devel opnent.

Thermal Power - WAPDA has 5, 120-MNof installed thermal generating
capacity. Mst of this capacity cones fromtwo | arge conpl exes:
Quddu (1, 657- MV of steam and conbi ned cycle units), and Janshoro
(880-MNof oil-fired units). WAPDA' s third large thermal unit, Kot
Addu (1, 621- MN has been partly privatized and its nmanagenent
handed over to the investor. KESC s generating capacity is
concentrated in the six-unit Bin QasimPower Station (1,260-MAN.



In late 1998 the Pakistan Arnmy was called in to i nprove WAPDA' s
financial status, control power theft and recover outstandi ng dues.
Thirteen Pakistan Arny officers headed by a Lt. CGeneral are on
deputation to WAPDA. They are expected to continue to be invol ved
for a period of two years in the restructuring process.
Approxi mat el y 35,000 Paki stan Arny personnel assist the WAPDA team
Their nunbers are to be reduced to 3,500 by the end of July 1999.
As a result of their efforts, the total percentage of systens
| osses during the period January to April 1999 fell to 33 percent
from44.8 percent over the correspondi ng period the previous year.
In late May 1999 the Pakistan Arny was al so handed control of
KESC, ostensibly for a period of six nonths, to reduce power
| osses, ensure uninterrupted power supply and inprove the recovery
of dues. Approximately 3,000 Arny personnel are to assist the KESC
team WAPDA is currently negotiating separately with the Hub Power
Conpany and the Kot Addu Power Conpany, the two naj or i ndependent
power producers, as well as wth several snaller independent power
producers (I PPs). These negotiations are to be followed by
negotiations with the remaining |PPs. They aimat reduci ng WAPDA' s
financial burden wi thout violating the sovereign agreenents. The
QOP plans to restructure and privatize the thermal power
generation, transmssion and distribution functions of both WAPDA
and KESC. As a prelimnary step, each of WAPDA' s eight electricity
boards has been corporatized; its thernmal power units converted
into three separate power generation conpanies; its transm ssion
and grid station network corporatized into a single entity; and
Paki stan El ectric Power Conpany, a hol ding concern created to
coordinate their activities. KESCis to be privatized by Septenber
30, 1999 through the sale of up to 51 percent of its equity
interest to a strategic buyer, who is to be given nanagenent
control. Once the two utilities have been privatized, further
i nvestnents in power generation facilities will becone market
driven and of no concern to the GOP. For the transition period,
the GOP has announced a new (1998) Policy for Private |ndependent
Power Projects, which encourages the use of indigenous resources
for power generation. The policy will bring on |line private sector
generation to neet the power deficit beyond PFY-2003. Until then,
the existing power generation facilities as well as those in the
pi peline are expected to neet demand. By July 2008 the total power
demand in Pakistan is expected to range between 19,000 to 25, 000-
MN | eaving a shortfall of 5,000 to 8,500-MNin generation
capacity.

Nucl ear Power - Paki stan produces approximately 0.86 percent of its
electric supply fromthe Karachi Nucl ear Power Plant (KANUPP),
which is presently non-operational. KANUPP, which was constructed
in the 1970s, uses Canadi an technol ogy and has a gross generating
capacity of 137-MN A second nuclear plant of a gross generating
capacity of 325-MNis under construction wth Chinese technical

assi stance at Chashma, Punjab province and is scheduled to be
comm ssi oned by the end of 1999.

Demand for Electricity - WAPDA's custoner base has expanded from
311,596 in 1959-60 to 10.5 mllion in May 1999, an average annual
conpound growth rate of approxinmately 8 percent. KESC presently
has 1.4 mllion custoners. Electricity is still, however,
available to less than half of the population. By January 1999
WAPDA had electrified a total of 66,795 villages under its Village
Electrification Program During the 9th 5-year plan (1998-2003),



WAPDA proposes to electrify 2,000 to 2,500 villages annually.

Coal - Pakistan's coal reserves received a substantial boost from
the discovery, with assistance fromthe U S. Agency for

I nternational Devel opnent (USAID), of deposits estimated at 175
billion tons in the Thar desert. The country's total coal reserves
are now estimated at 185 billion netric tons. Initial data
suggests that the coal can be mned and is suitable for power
generation. As an underground mneral resource, coal (and its
extraction) falls within the jurisdiction of the provincial
governnments. The policy for devel opnent of Thar coal provides that
its primary use will be to fuel large electric power plants built
in tandemw th the coal mnes, and that devel opnent, ownership and
operation of both mnes and power plants will be in the private
sector. The Thar coal field has enornous econonic potential for
Paki st an.

M neral s - Pakistan offers nmany opportunities for investors in the

m ning sector. QOP departnents involved in mning devel opnent are
trying to attract foreign investnent through joint ventures for

speci fic projects. Pakistan M neral Devel opnent Corporation (PVMDC) is
seeking joint venture to devel op deposits of Lead and Zi nc, and rock
salt purification. The Sindh Coal Authority is seeking joint venture
for the devel opnent of its coal deposits in Lakhra. Several other

m neral deposits have been di scovered but mnes are yet to be

devel oped due to shortage of required funds.

The mning sector registered a negative growh rate of approxi mately
20% for the year 1998/99. Saindak Metal Corporation that was
responsi bl e for commercial production of copper, gold and silver from
t he Sai ndak m nes has ceased operation due to |lack of funds. Various
gover nment departnents such as Paki stan M neral Devel opnent
Corporation (PVMDC), Saindak Metal Corporation, Sindh Coal Authority,
Punj ab M neral Devel opnent Corporation, Sarhad Devel opnent Authority
and Bal uchi stan Devel opnent Authority are responsible for mning
devel opnent. Ceol ogi cal Survey of Pakistan (GSP) is responsible for
the pre-investigation of soil and geol ogi cal surveys while the Gl
and Gas Devel opnent Corporation (O&C) is involved in exploration of
oil and natural gas.

Production of crude oil registered a 5.5%growth, natural gas 19% and
coal 21%grow h, while production of copper, iron ore, gypsum rock
salt and granite showed a decline.

Total value of estinated reserves of various mnerals, other than oil
and gas, is approximately US$1.7 billion. Industry specialists feel
that initially US$ 300 mllion is required to devel op the reserves
that have already been identified. Mjor mneral deposits in

Paki stan are: coal (200 billion tons), linestone (500 mllion tons)
barite (200 mllion tons), chromte (50 mllion tons), iron ore (50
mllion tons), marble & onyx (50 mllion tons), gypsum (20 mllion
tons), china clay (20 mllion tons), pink granite (20 mllion tons),
feldspar (10 mllion tons), and fluorite and quartz (5 mllion tons
each).

During 1997-98, mneral inports of Pakistan included iron ore, copper
ore, zinc, lead and alum num Paki stan al so exported chromte to
Japan and China, rock salt to USA, Canada, |ndonesia, India and

Bangl adesh, silica sand to United Arab Emrates.



C. Governnent Role in the Econony

Since the late 1980s, the GOP has been pursuing a gradual strategy of
deregul ation, reduction of the public sector role in the econony, and
openi ng the econony to international conpetition. The governnent has
sought to reduce its direct productive or controlling role, and
instead focus on creating the conditions to foster private sector

i nvestnent and activity. Wile it has nmade nuch progress in this
effort, the state remains an inportant player in the Pakistani
econony, especially in the financial sector. Governnent-owned

i ndustrial enterprises enploy al nost 46,000 workers and renain

I nportant in such key sectors as steel, engineering and

agr o- pr ocessi ng.

- Monetary policy

Recent nonetary policy has been inconsistent but has been ained at
encouragi ng growh in the context of price stability. The G and
State Bank of Pakistan (SBP, the central bank) are attenpting
structural reforns in an effort to nove toward nore indirect,

mar ket - based net hods of nonetary control along with greater autonony
for the SBP

G her GP nonetary reforns have included efforts to reduce

concessi onal and governnent-directed credit schenes, enhance
conpetition in the banking sector, and inprove prudential regulation
and supervision. State-owned devel opnent finance institutions,
however, continue to nmake politically influenced | ending decisions
and, partly as a result, have weak bal ance sheets. Prudenti al
regul ati ons have occasionally been rel axed i n adhoc fashion to prop
up | oss-nmaking public or private industries. The State Bank of
Paki st an' s aut onony was consi derably strengthened with the passage of
new banking laws in and the anendnment of the State Bank Act in My
1997.

- Fiscal Policy

A central elenent of Pakistan's economc reforns has been the effort
to reduce persistent governnent budget deficits. However, little
overall progress has actually been nade so far and the current
financial position of the country renmains fragile.

Deficit reduction is constrained by rigidities in spending patterns
and a weak tax base. Defense spending and debt repaynents absorb 67
percent of total federal spending, leaving little for other basic
government functions and inproving the | ong-negl ected social sectors.
Meanwhi | e, the country has a very narrow tax base; perhaps one in one
hundred Paki stanis pays incone tax. The country has had to rely on

I nport and exci se taxes for a very high share of revenues, thus
protecting inefficient industries and encouragi ng snmuggling, and on
official transfers fromexternal creditors, prinmarily the Wrld Bank,
t he Asi an Devel opnent Bank and the Governnent of Japan.

The GOP' s nedi umterm adj ust nent program has ai ned to broaden the tax
base through extension to under-taxed sectors and reduction of
exenptions; to shift fromtaxation of international trade to taxation
of consunption; to nove to narket determ nation of adm nistered
prices; and to inprove the productivity of public spending. Progress
has been m xed. Agriculture remains very lightly taxed. A sales tax
has been instituted but exenptions, often secured through political



i nfluence, remain common. Maxi numinport tariffs were reduced from
70 percent in 1994-95 to 65 percent in 1995-96,to0 45 percent in March
1997, and to 35 percent in March 1999. Increases in utility charges
have attenpted to keep pace with actual costs, but fee collection
remai ns a serious problem

- Privatization

Privatization of nmany state-owned enterprises is another key el enent
of Pakistan's reformprogram and both major political parties
support reducing the state's role in the econony via this process.
In 1991 the GOP identified a group of 118 state-owned industria
units for privatization. & these, 97 units have been sold off.
Industrial units, including factories produci ng cenent, chemcals,
aut onobi | es, food products, etc., have mainly attracted donestic
private investors.

The GOP is continuing preparations at a nmuch sl ower pace for at |east
partial privatization of a few state-owned banks, several energy
utilities, and - the largest itemof all - Pakistan Tel ecommuni cation
Conpany Limted (PTCL), the state nonopoly phone conpany. |n nost
cases, the GOP ains to find "strategic investors" to buy up to 26
percent of these firns and gai n managenent control. These
privatization are very conpl ex undertaki ngs, since new regi nes for
regul ati on of private sector entities in these sectors are still
bei ng established. The GO s inplenenting agency, the Privatization
Comm ssion, says it is proceeding carefully to ensure a transparent
process. The governnent is benefiting fromWrld bank technica
assistance in this effort and has hired several foreign financial
advisors to help with the preparation

Forei gn i nvestors have shown interest in acquiring stakes in these
firns but note that reliable i ndependent audits woul d speed the
bi ddi ng process.

The GOP and public-sector unions have agreed on a generous relief
package for enpl oyees of divested state-owned enterprises. Labor
opposition to the privatization programhas held up sone
privatization initiatives through | egal action.

D. Bal ance of Paynents Situation
- Foreign Exchange Policies and Reserves

The GOP has continued policies to |iberalize and deregul ate the
exchange and paynents reginme. The Paki stani rupee has been on a
managed floati ng exchange rate until July 21, 1998. Paki stan noved
to a dual exchange rate systemfromJuly 22, 1998. Under this regine
there exi sted two exchange rates, inter bank floating rate and
conposite rate, besides official exchange rate determ ned by the
State Bank of Pakistan. Wile the inter bank floating rate was
determ ned by the market nechani sns, the conposite rate was wei ghted
average of official exchange rate and the inter bank floating rate.
However in a najor devel opnent the dual exchange rate was repl aced
with a market-based unitary exchange rate systemfrom May 19, 1999.

- Remttances from Overseas Workers

Rem ttances from overseas workers have been a nmajor source of foreign
exchange earni ngs for Pakistan. They peaked at $2.89 billion in



1982-83, then dropped to $1.5 billion in 1995-96. In FY 1997-98
workers' renmittances further dropped to $1.4 billion. The relative
I nportance of workers' remttances, however, continues to decline.
In the past ten years they have fallen from 10 percent of GOP to
about 5 percent.

- Foreign Trade

The country's trade performance renai ned di sappoi nting through FY
1998-99. The trade deficit at the end of first ten nonths (July-
April) of 1998-99 stood at $1.3 billion, up 3.5 percent over the sane
period of the previous year. Exports were down 11.0 percent while

I nports dropped 8.9 percent.

In 1997-98, Pakistan's foreign trade decreased 3.1 percent over the
previ ous year. However, a sharper fall in inports, |lowered the trade
deficit to $3.4 billion. Exports for 1997-98 totaled $8.4 billion
conpared to $8.1 billion in 1996-97. Inports in 1997-98 were $10.3
billion versus $11.2 billion in the previous year

An export growh of only 4 percent in 1997-98 was nainly due to

hi gher exports of synthetic textiles, rice, raw cotton and sporting
goods. In 1997-98, the followi ng countries were the | argest

reci pients of Pakistani exports: the U S (21.1 percent); the WK
(7.0 percent); CGermany (6.4 percent); Japan (4.3 percent); Hong Kong
(7.3 percent); United Arab Emrates (5.2 percent); France (2.9
percent); The Netherlands (3.2 percent).

Imports, at 10.3 billion in 1997-98, decreased 8.2 percent over the
previous year mainly due to reduced inport of edible oils, tea,
synthetic fiber and chemcals. In 1997-98, the follow ng countries
were the maj or sources of Pakistan's inports: the US (11.0
percent); Japan (7.7 percent); Ml aysia (6.8 percent); Cernmany (5.1
percent); Kuwait (5.4 percent); WK (3.9 percent); Saudi Arabia (6.6
percent); China (5.0 percent)

E. Infrastructure Situation

Ports - Pakistan has two significant seaports - Karachi and Port
Mohammad bin Qasim- and two proposed sites for future facilities -
Gnadar and Pasni, both on Bal uchi stan's Makran Coast. Karachi is the
main port, handling the magjority of all dry and |iquid cargo.
Karachi Port handled 17.586 mllion tons of cargo during July-March
1998-99 (13.302 mllion tons of inports and 4.284 mllion tons of
export). The nunber of vessels handl ed during Jul y-March 1998-99
were 1,262. Port Qasim |ocated 50 kil oneters sout heast of Karachi,
I s Pakistan's second deep sea port and was built for overflow from
Karachi Port and to handle raw material inports for Pakistan Steel
MIls. During the period July-NMarch 1998-99, Port Qasi mhandl ed a
cargo volune of 8.013 mllion tons, conprising 7.529 mllion tons of
inmports and 0.484 mllion tons of exports.

To facilitate this expansion, the GP has allowed two shi ppi ng
conpani es to construct and operate specialized integrated container
termnals at Port Qasimand on Karachi's Wst and East Wiarfs. The
QP al so plans acquisition of a bucket dredging plant, devel opnent of
a nodern war ehousi ng conpl ex in Karachi, and construction of a
liquid products marine termnal at Karachi. In addition, the &GP
proposes private sector participation in contract dredging to deepen
navi gati onal channel s.



Rai | roads - Paki stan Rail ways, an aut ononous agency under the
Mnistry of Railways, operates the railroad system The systemis
primarily broad-gauge, but there are al so segnents of neter-gauge and
narrow gauge track. Over the past fifteen years, there has been a
marked shift in freight traffic fromrail to highways, a trend which
the GOP hopes to stabilize and reverse. Railways carries about 15
percent of freight traffic and road vehicles 85 percent. The rail
system conprises 781 stations and 45 halts. Rolling stock includes
about 550 | oconotives, 4,250 passenger coaches, and 32,000 freight
cars. Pakistan Railways plans to inprove railroad' s share of

| ong-haul freight traffic, to upgrade track to permt trains to
operate at higher speeds, and to rehabilitate infrastructure in order
to inprove capacity utilization. Specific priorities include

doubl e-tracki ng; rehabilitating about 380 traction notors;
procurenent of diesel-electric |oconotive engines; and manufacturing
air-conditioned cars and diesel-electric |oconotives at a recently
opened factory at R salpur in the NWP, as well as upgradi ng

t el ecommuni cati ons and si gnaling systens.

H ghways - The Worl d Bank reports that Pakistan's road network is
notable for its poor condition. About fifty percent of the road
network is unpaved and over two-thirds of paved arterial roads do not
have enough carriageway width for two |anes. The nmgjority of paved
and unpaved roads are in poor condition. According to the Wrld
Bank, on average, poorly maintai ned roads can cause 30-40 percent

hi gher transportation costs. At both federal and provincial |evels,
Paki stan provides insufficient funding for road mnai nt enance.

Over 80 percent of Pakistan's freight and passenger traffic travels
by road. |In June 1998, Pakistan had 236, 041 kil oneters of roads.
The maj or north-south and east-west link is Lahore and Rawal pindi to
Peshawar and carries over half of Pakistan's goods and passenger
traffic.

The National H ghway Authority (NHA), established in 1991, has the
maj or responsibility to plan, pronote, organize and i npl enent
prograns for construction, devel opnent, operation, repairs and

mai nt enance of national hi ghways and strategic roads. Plans, policies
and budget of the NHA are approved by the National H ghway Counci
headed by the Prine Mnister. The Council controls, directs and

regul ates the affairs of the NHA

The GOP' s key devel opnent priority in the highway sector is to
upgrade and fill in gaps in the existing road network so the system
can be nore efficiently utilized. Proper naintenance of the network
Is a newy enphasized priority. Additional construction projects

i ncl ude conpl etion of the Indus H ghway, converting of the principal
route (the N5 National H ghway) to double track, and construction of
several inter-city expressways and by-passes. The Lahore-|I sl anmabad
not orway was opened for traffic in Novenber 1997.

Al r Transport - The GOP has opened the donestic aviation nmarket to
private sector conpetition. As of June 1999, three private carriers
operate commercial flights. The national carrier, PIA has a fleet
of 47 planes (eight Boeing 747s, ten Airbus 300s, six A rbus 310s,
si x Boeing 737s, thirteen Fokker-27s, two DeHavilland Twin Qters,
and two Boeing 707 freighters). PlIA has also acquired five Boei ng
747-300 from Cathay Pacific on a two-year lease. This is an interim
arrangenent until PlIA replaces its aging fleet of Boeing 747-200s.



Pl A serves 37 donestic and 55 international destinations.

The current private sector conpetition consists of Shaheen Airlines,
a unit of the Shaheen Foundation (a foundation for retired air force
officers), Aero Asia, part of the Karachi-

based Tabani group of conpanies, and Bhoja Air.

The GOP plans to continue noderni zing and upgrading its civi
aviation facilities. This includes construction of a new
international airport at Lahore. New airports and inprovenents in
runways are al so planned for |slamabad, Peshawar, Karachi, Sial kot
and ot her cities.

Uilities - Two public utilities, the Water and Power Devel opnent
Adm ni stration (WAPDA) and the Karachi El ectric Supply Corporation
(KESC) are responsible for electric power generation and
distribution. However, the G s policy to bring private firns into
t he generati on of power has been inconsistent.

Tel ecormuni cations - In Decenber 1990, Pakistan converted Paki stan
Tel ephone and Tel egraph (PTT) Departnent, which was directly
controlled by the Mnistry of Comruni cations, into Pakistan

Tel ecomuni cations Corporation, (PTC, and nore recently into
Paki st an Tel ecommuni cati on Conpany Limted (PTCL), still the only
provi der of basic tel ephone services. The GOP plans to privatize PTC
by first selling 26 percent ownership to a "strategic investor", and
then selling the rest after the firmis on a solid footing. The &P
has deregul ated and privati zed sel ected tel econmuni cati on servi ces.
At present there are three cellular nobile phone operators and a
fourth one (owned by the PTCL) will commence operation by Decenber
1999. In addition, there is one radi o pagi ng conpany; seven card-
phone |icensees; seventy telex, facsimle and PABX service providers;
two manufacturers of |large digital exchanges; and nore than twenty
data network operators in the private sector

[11. PCQLITICAL ENVI RONVENT
A Nature of Political Relationship with the United States

Paki stan and the United States have had bilateral diplonmatic

rel ati ons since Pakistan's independence in 1947. Pakistan is a
nmenber of the United Nations, the Organi zation of the Islamc

Conf erence, the Econom c Cooperation O gani zation, and the South

Asi an Associ ation for Regi onal Cooperation, anong other international
organi zations. Pakistan has worked effectively to pronote and
support peacekeepi ng operations in Sonalia, Bosnia, Haiti and

el sewhere. |In 1990, U S economc and mlitary assistance to
Paki st an was suspended as required by U S. legislation (the so-called
Pressl er Arendnent to the Forei gn Assistance Act) when the U S
President could no longer certify to Congress that Pakistan did not
possess a nucl ear expl osive device. The Brown Anendnent enacted in
1996 provided sone relief fromthe Pressler sanctions. However,

Paki stan's nuclear tests in May 1998 have resulted in the inposition
of U S economc sanctions which have recently been rel axed
(primarily to enable multilateral support for basic hunan need
applications). The United States has traditionally been Pakistan's

| eadi ng trading partner and | argest source of private foreign
capital, but the treatnent of independent power projects nay affect
inflows of further U S. investnent into Pakistan.



B. Maj or Political |ssues Affecting Business dinate

Since 1988, Paki stan has noved toward a two-party system dom nated
by the Paki stan Muslim League (PM.) and the Paki stan People's Party
(PPP). Both parties have favored a |iberalizing, nmarket-oriented
economc policy. This consensus, together with the nmacro-economc
di sci pline of structural economc adjustnent prograns adopted with
the full support of the International Mnetary Fund (I M) and the
Wrl d Bank, has had a positive inpact on the business clinmate.

As in many devel opi ng countries, corruption is an unwel cone, but

ubi quitous, part of the business clinmate in Pakistan. Recent
anecdotal reports suggest that this problemmay be having a sclerotic
i npact on the econony. Efforts to reduce opportunities for
corruption by inproving managenent systens in, for exanple, the
custons and tax services are under way. Al so, inportant business
organi zations, including the nation-w de Federation of Pakistan
Chanbers of Commerce (FPCCO), have nmade curbing corruption a
princi pal plank of their policy agendas.

Regional stability is an additional concern for business interests in
Paki stan. Political violence, a marked increase in crine, and a
general deterioration in law and order in Sindh province
(particularly Karachi) resulted in suspension of provincial

| egi slature and a transfer of control to the central governnent in
August 1998. Punjab has al so experienced a substantial decline in
overal | security.

C. Political System

Paki stan is a devel opi ng denocracy based on a parlianentary system
The parlianent consists of two houses, a National Assenbly el ected
directly through universal suffrage, and a Senate el ected by the
provincial legislatures. The Prime Mnister is the head of

governnment and is elected by and fromthe National Assenbly. The
Head of State is the President, who is chosen by an el ectoral college
consisting of the National Assenbly, the Senate, and the provincial
assenblies. The Constitution requires that the President be a Muslim
and provides for a five-year term Pakistan is divided into four
provi nces; Punjab, S ndh, Baluchistan, and the Northwest Frontier
Provi nce (NWP). Each province has its own directly elected

provi nci al assenbly, a governnent headed by a Chief Mnister, and a
Covernor appoi nted by the President upon recommendation by the Prine
M ni ster.

The 217-menber National Assenbly is elected for a five-year term and
the 87-nenber Senate for six-year term National Assenbly seats are
currently apportioned 8 to the Federal | y-Adm ni stered Tri bal Areas
(FATA) and one to the Federal Capital of Islamabad, with ten

addi tional seats reserved for religious mnorities. FEach of the four
provi nces has 19 senators; there are eight senators fromthe FATA and
three fromthe federal capital area. Indirect elections for half the
nmenbers of the Senate are held at three-year intervals.

The Constitution guarantees an independent judiciary. The Suprene
Court is the highest court in the country; H gh Courts in the
provincial capitals of Lahore, Karachi, Peshawar, and Quetta stand at
the head of the provincial judicial systens. Pakistan's press
publ i shes freely for the nost part. However, self-censorshipis

wi dely practiced by journalists and advertising and other tactics are



used by the governnent to influence content. The electronic nediais
nonopol i zed by the state and is notorious for one-sided propaganda.

Paki stan cane into existence in August 1947 with the partition of
British India. The creation of a separate Mislimnation was
acconpl i shed largely through the efforts of Mohamred Ali Ji nnah

Paki stan's first Governor-Ceneral. In 1947-48, Pakitan and India
fought the first of the three wars involving the Mislimmajority
territory of Kashmr, clained by both states. The conflict ended in
stal emate and Kashmr remains disputed territory, divided by a
heavi | y defended Line of Control where recurrent violations have
occurred.

Pakistan initially consisted of two areas, East Pakistan and West
Paki stan, separated by 1,000 mles of Indian territory. The 1970
general elections resulted in the Anvam League sweepi ng t he East

Paki stan seats to gain a majority in Pakistan as a whole. The

Paki stan People's Party (PPP) founded by Zulfiqgar Ali Bhutto, won a
majority of the seats in Wst Pakistan. The outcone was a country
conpletely divided with neither major party having support in the
other area. Negotiations to forma coalition governnment broke down
and a civil war ensued. In 1971, the eastern section declared itself
t he i ndependent nation of Bangl adesh. Leadership of the western part
of Paki stan was handed over to Bhutto, who became President and first
civilian Chief Marshall Law Adm nistrator.

A new constitution, Pakistan's third, cane into effect in August 1973
and Bhutto becane Prinme Mnister. H's governnent inplenented
portions of the PPP' s socialist manifesto, restructuring the econony,
I ncreasi ng the prom nence of the public sector, and nationali zing
many industries. Bhutto's centralizing policies and autocratic ways
gal vani zed the opposition, which challenged his sweeping victory in
the March 1977 national elections. 1In July 1977, Bhutto was deposed
by his Chief of Arny Staff, CGeneral Zi a-ul-Hag, who becane president
in 1978. Bhutto was executed by hanging in April 1979. Under Zi a,

t he Governnent of Paki stan becane increasingly |Islamcized and
benefited from supporting nuj ahi deen efforts to counter the Soviet

I nvasi on of Afghanistan. Non-party elections were held in February
1988 for the National Assenbly and the four provincial assenblies.

In August 1988, Ceneral Zia died in an air crash.

Ceneral elections were held in Novenber 1988 and the PPP, headed by
Benazir Bhutto, daughter of the late Prine Mnister, won a plurality
of seats and forned a coalition governnment. [|n August 1990,

Presi dent CGhul am | shag Khan exercised his right under the
constitution to dissolve the National Assenbly, dismss the Prine
Mnister, and call for new elections. |In the general election held
in Qctober 1990, the Islamc Denocratic Al liance won the | argest
nunber of seats and Man Nawaz Sharif, |eader of its |argest
conponent party, the Pakistan MiuslimLeague (PM.), becane Prine
Mnister. Nawaz Sharif, the first industrialist to | ead Pakistan
continued the trend toward |iberalization of the econony and
pronotion of private sector grow h.

In April 1993, President Giul amlshag Khan agai n di ssol ved the
national Assenbly and dismssed the Prine Mnister, but a nonth |ater
t he Paki stan Suprene Court reinstated the National Assenbly and the
Nawaz Sharif government. Continued tensions between the reinstated
Prime Mnister and the President resulted in governnental gridlock;
the Chief of Arny staff brokered an arrangenent under which both the



President and Prine Mnister resigned their offices in July 1993.

El ections in Cctober 1993 resulted in a plurality for the PPP and
Benazir Bhutto secured sufficient additional support to be el ected
Prime Mnister by the National Assenbly. Bhutto's hold on power
recei ved a further boost in Novenber 1993, when her PPP ally, Farooq
Ahnmed Khan Leghari, was el ected President.

In Novenber 1996, President Leghari dismssed the Bhutto governnent,
charging it with corruption, m snmanagenent of the econony, and

inplication in extra-judicial killings in Karachi. El ections in
February 1997 resulted in an overwhel mng victory for the PM./ Nawaz
and Nawaz Sharif was again called upon to forma governnment. In

April 1997, Sharif proposed and parlianent passed a constitutional
amendnent renoving the president's power to dissolve the National
Assenbly and nmaki ng his power to appoint mlitary services chiefs and
provi nci al governors contingent to the "advice" of the prine
mnister. A constitutional confrontation between Sharif and the

Chi ef Justice of the Suprene Court resulted in the resignation of
Leghari and the subsequent election of the Prine Mnister's own
presidential candidate. This was followed by the renoval and

repl acenent of the Chief Justice, an act which observers feared woul d
danmage the prestige and i ndependence of the court system

1. Schedule for El ections - The nost recent elections for the
national and provincial assenblies took place in February 1997.
National el ections are scheduled to be held again in February 2002
and indirect elections for half of the nenbers of the Senate in March
2000. The indirect election of the President was held i n Decenber
1997 and the next Presidential election is scheduled for 2003.

2. Mjor Political Parties - The two largest political parties are
the Nawaz Sharif group of the Pakistan Muslim lLeague (PM./N), |ed by
Prime Mnister Nawaz Sharif, and the Paki stan Peoples Party (PPP),

| ed by Benazir Bhutto. Both parties have a centrist orientation and
support private enterprise and the free market. The PPP espouses a
sonmewhat nore activist view of governnent, especially in the social
sector. The PML/Nis slightly to the right of the PPP. Wth the
current exile of Benazir Bhutto, however, the PPP has |ost rmuch of
its power and ability to dictate policy.

There are several other snmaller, but significant, parties. The
Mut t ahi dda Qaum Mahaz (United National Movenent - MM is a party
that clains to represent the interests of Pakistan's nohajirs

(W du- speaki ng descendents of Muslins who mgrated fromlndi a
followng the partition). The Anam National Party (ANP) is a Pushtun
nationalist party in the NWP. Both parties were allied with the
PML/N for brief intervals. The Jamaat-I-Islam (JI) is a
conservative Islamc political party that has enjoyed el ectora
success only when allied with a larger party.

V. MARKETING U. S. PRODUCTS AND SERVI CES

A D stribution and Sal es Channel s
There are approxinmately 125,000 retail outlets in Pakistan, of which
nearly 30,000 are located in the major cities. About 50,000 of the
total are classified as universal stores/outlets. These are further
subdi vided into the foll owi ng categori es:

Cat egory Si ze No. of Qutlets



A Very Large 300- 500

B Upscal e 5, 000- 7, 000
C Medi um 10, 000- 15, 000
D Very Snal | 50, 000+

Stores in the latter three categories are usually owed by a sole
proprietor. Large supernmarkets or chain stores for general consuner
itens still do not exist in Pakistan, though the trend nmay catch on
soon, as one |arge supernarket has been established in Lahore in
col l aboration with a British chain of supernarket and has becone a
maj or point of attraction there. However, the concept of chain
stores for fashion apparel has lately begun to energe in the |arger
cities, where several such chains carrying predomnantly locally
manuf act ured nerchandi se are currently operating. In addition,
hundreds of governnment-owned Wility Stores sell food and househol d
itens and serve as a nechanismfor restraining inflationary price

i ncreases by follow ng the governnment |ine on pricing.

Many consuner retail stores stock general nerchandi se for everyday
use. There are also |arge nunbers of stores which sell a single
comodity, for exanple, tires, cooking utensils, textiles, or
jewelry. Such stores are generally |ocated in bazaar areas and tend
to be situated near many ot her shops carrying simlar goods. There
are as yet no shopping nmalls or |arge departnent stores in Pakistan;
however, the governnment has built multi-storied shopping plazas in

| sl amabad, Karachi and Lahore with several stores rented out to
retailers. The one located in Islamabad is partially closed, and
Karachi and Lahore plazas are struggling to stay in business.

Forei gn conpani es consi dering marketing their products in Pakistan
may choose to use the services of local distributors or nmay devel op
their own distribution chain. Dstributors in the urban areas
general |y deal on an excl usive basis. Sone market consultants
estimate that the services of 100-300 distributors would be required
for nationwi de coverage. One very large multinational conpany selling
consuner products enpl oys 500 distributors to reach a significant
portion of Pakistan's small towns and vill ages.

As a matter of policy, nost conpanies do not provide credit to
distributors, and distributors in turn generally sell on a strictly
cash basis to retailers. Smaller distributors often do provide
credit to retailers, but the volune of such transactions is
relatively insignificant.

Paki stan's whol esale nmarket is fairly well-devel oped, w th about
1,000 - 1,500 whol esalers constituting this segnent of the
distribution network. Karachi is the mgjor distribution center and
whol esal e terns there are representative. Approximnmately one-fifth of
t he whol esal ers in Karachi sell on a consignnment basis. Fewer than
one-third of the wholesalers allow discounts to their custoners, but
the granting of 30 to 90-day credit is common. Because of |imted
financial resources, retailers generally sell on a cash-only basis.
Consuner credit in Pakistan remains an insignificant portion of the
total commercial credit. Foreign conpanies selling industrial or
capital goods often sell directly to the end-user or, if the narket
is fairly large, they appoint one nmajor distributor, who then sells
either to sub-distributors or directly to end-users.

B. Use of Agents/Di stributors: Finding a Partner



Many foreign firns in Pakistan appoint |ocal agents to provide narket
intelligence and to facilitate distribution. These agents typically
work on a fixed conm ssion, which can range fromtwo to 10 percent
for plant and equi pment purchases and from 15 to 20 percent for spare
parts. Conmm ssions may be conputed on f.o.b., ex-factory, or c.i.f.
basis, as mutually agreed. Sone agents prefer to have suppliers
quote net prices to themand they, in turn, add the commssion to
arrive at their selling price. Qher agents operate as consultants
on a fixed-fee basis, receiving their fee regardl ess of the vol une of
total sales

Probably the nost common arrangenent is the exclusive agency
agreenent, under which the supplier agrees to neither appoint another
deal er/distributor, nor to negotiate sales through any other party.
In return, the agent is barred fromhandling simlar itens produced
by ot her conpanies. Under this arrangenent, the agent receives

comm ssions on all sales of the product regardl ess of the channel s

t hrough which the order is placed. He often inports and stocks the
spares nost frequently required by the end-users. Agency agreenents
typically extend for a termof one to three years and generally
require 30 to 90 days notice by either party for termnation.

Overseas suppliers may | ook after the interests of their |ocal agents
in various ways. For exanple, the principal nmay arrange separate
paynents to the | ocal agent for provision of after-sales service
during and beyond the warranty period. The principal often
conpensates the | ocal agent for providing technical and

adm ni strative support services not directly related to any specific
sal es transacti on.

The Commercial Service of the U S. Departnent of Commerce (USDOC) can
provi de assistance in |locating potential agents and representatives
abroad through its Agent/Di stributor (ADS) and Gol d Key services
avai | abl e through USDOC district offices in the United States. The
"I nternational Conmpany Profile" (ICP) can provide information on

I ndi vi dual agents.

C. Franchi si ng

The concept of franchising is gradually gaining acceptance in

Paki stan, especially in the hospitality sector. Several major U S
hotel chains, three major U S restaurants, and a U S. car rental
conpany are currently represented i n Paki stan through franchi sees.

G her leading U S. fast-food conpanies are | ooking into the prospects
of entering this market, and have done sone naj or groundwor K.

Franchi sing provides U S. conpanies with a fairly swift way to enter
the market without a major capital coomtnent. By operating through
| ocal franchisees, U S firns can gain access to |ocal expertise and
significantly reduce the problens of adjusting to an unfamli ar

busi ness envi ronnent.

However, franchising in Pakistan is not w thout drawbacks. Potenti al
areas of tension between franchi ser and franchi see include quality
control, intensity of nmarketing efforts by the | ocal franchisee, and
possi bl e conflict of interest on part of the franchi see. The | ocal
affiliate may end up as a conpetitor once the franchi se agreenent
expires or is term nated.



A key consideration in establishing a franchi se operation in Pakistan
is quality control, particularly if the enterprise proposes to use
locally produced itens. The quality of |oca

itens is often inconsistent and nust be closely nonitored. Sone U S
franchi sers in Pakistan have run into quality-control problens and
have either term nated operations or allowed the operation to bl end
into the local econony and | et the inmage of an internationa

franchise lapse. Inporting inputs, especially food ingredients, also
poses problens for franchises. Inport regulations are often vague
and interpretations can change with little or no prior notice. In
Paki stan, all inported food itens, particularly neat itens nust be
certifiably "Halal", (slaughtered in the proper ritual Islamc
nanner) .

Sel ection of a franchisee is critical because usually it involves a
long-termrelationship. Prior to entering an agreenent with a | ocal
conpany, U S. firns may conm ssion an |ICP on the | ocal conpany, by
payi ng the appropriate fee to their local district office of the U S
Departnment of Commerce. U S firns are, of course, advised to
identify a nunber of candi dates and eval uate each carefully.

The franchi se agreenent nust be carefully drafted to protect the
interests of the parties. The franchi ser nust be able to retain sone
direct control over operations, even after transfer of business and
techni cal knowhow. Qrucial elenments of the franchi se agreenent
include territorial coverage, duration, franchise rate, protection of
trade secrets, quality control, and m ni mum perfornance cl auses. The
US firmshould assure that its patents and trademarks wll be
registered in its ow nane rather than that of the franchi see.

Maj or U S. conpanies with franchi se operations in Pakistan include
Marriott, Sheraton, Best Wstern, Pizza Hut, Kentucky Fried Chicken,
TA Friday, Subway, MDonald s and Avis. A couple of other fast-food
franchi se outlets are expected to cone up in Karachi, Lahore and

| sl amabad shortly.

D. D rect Marketing

Drect marketing in Pakistan until recently was limted to direct
mai | advertising, with | eading pharnmaceutical firns and | arge
publ i shing groups as maj or users. The pharnaceutical conpani es were
reaching out to doctors, hospitals, and other nedical professionals,
and the publishers were using direct mail to reach out to their

exi sting subscribers of magazi nes and publications for repeat

busi ness. However, the inception of telemarketing and greater use of
courier services have recently broadened the scope of direct
mar ket i ng.

The concept of direct marketing is gradually gai ni ng acceptance in

t he Paki stani marketplace, driven by the efforts of several

mul ti nati onal conpanies. Low costs for donestic nmail and | ocal

tel ephone calls nake this a potentially cost-effective sal es nedi um
The maj or drawbacks to direct marketing in Pakistan are the | ack of
readily available mailing lists and the paucity of reports on
consuner preferences, nmaking it difficult to target and reach the

i ntended audi ence. Efficient nmail, courier, and tel ephone services
are generally limted to nmajor urban areas, confining the current
reach of direct marketing to the cities of Karachi, Lahore,

Rawal pi ndi /| sl amabad and Peshawar .



U S. conpani es considering direct marketing in Pakistan should take

| ocal custons and cultural values into consideration before | aunchi ng
a canpaign. The use of a local advertising agency is advisable in

I npl enenting the direct nmarketing option. A few advertising agencies
have separate direct marketing departnents. Now, a nmajor U S bank
has al so begun to offer this service.

E. Joi nt Ventures/Licensing

The three principal routes to entering the Pakistan market are: (1)
formation of a wholly-owned private conpany; (2) formation of a
public limted conpany (foreign firmretains majority control, but
seeks public participation through stock flotation); and (3)
establ i shment of a conpany in cooperation with joint venture
partners, who supply | ocal expertise, nanagenent, and capital.

The joint venture may be either a private or a public conpany. Joint
ventures can be an attractive option in Pakistan today because there
are many | ocal entrepreneurs who have built a substantial base in
their industrial enterprises and are seeking to conbine their

know edge of |ocal nmarkets with foreign capital and technol ogi cal
know how. The foreign joint venture partner limts its initial
country exposure while enjoying the support of a |ocal partner in a
new mar ket and prom nent joint ventures have been established in the
autonobi l e, fertilizer, electronic, financial services, food, and
consurer product sectors.

Firmse wanting to delay direct entry into the Paki stan market shoul d
consider licensing arrangenents with Pakistani firns, an option that
permts themto enter the market in stages if the initial response is
prom si ng.

F. Steps to Establishing an Ofice

A busi ness in Paki stan may be organi zed as a sole proprietorship, a
partnership, or as a public or private limted conpany. Foreign

I nvestors generally establish limted conpani es as required under the
Conpani es Ordi nance, 1984. They nust register with the Registrar of
Conpani es. Conpany registration offices are |located in each of the
provincial capitals and also in Islamabad and Miltan. The pronoters
of any proposed conpany have to al so obtain confirmation fromthe
Regi strar of Conpani es that the proposed nane of the conpany intended
to be set up is not identical to the name of any existing conpany, or
t he proposed nane is not deceptive or inappropriate.

A conpany naki ng any public offer of securities for sale or intending
to issue capital is required to obtain approval fromthe Controller
of Capital Issues (CO). After conpletion of the required
formalities, firnms should apply for necessary utilities to the

aut horities bel ow

El ectric Power: Karachi Electric Supply Corporation (KESC), for the
Karachi area, and Water and Power Devel opnent Authority (WAPDA) for
the rest of the country.

Natural Gas: Sui Northern Gas Pipelines (for Punjab and NWFP) and
Sui Southern Gas Conpany (for Sindh and Bal uchi stan).

Tel ephone, Fax: Pakistan Tel ecommuni cations Corporation (and private



cel I ul ar phone conpani es).
Water: Local governnental authorities.

Al manufacturing concerns enploying nore than 10 persons are
required to register with the appropriate provincial Chief |nspector
of Industries under the Factories O dinance, 1984.

Conpanies are also required to register with the concerned i ncone tax
departnment and obtain a National Tax Nunmber (NTN).

Wthin 30 days of establishnment, foreign conpanies nust file the
foll ow ng docunents with the Registrar of Joint Stock Conpani es,
M nistry of Fi nance:

- acertified copy of the charter, statutes, or nenorandum and
articles of association of the conpany;

- the full address of the registered or principal overseas
of fice of the conpany;

- the names of the chief executive and directors of the
conpany;

- the nanes and addresses of persons resident in Pakistan who
are authorized to accept any |l egal notice served on the conpany.

US firns may find it advantageous to use the services of a | ocal
attorney in conplying with these fornmalities.

G Sel I'i ng Fact ors/ Techni ques

Imports - Inports of goods into Pakistan generally require a

Conpul sory Letter of Gredit (L/C, unless a special exenption is
obtai ned in advance. Revolving, transferable, and packing |etters of
credit are not permssible. Letters of credit should provide for
negoti ati on of docunents within a period not exceeding 30 days from
the date of shipnent.

Paynent to the beneficiary (stipulated in the L/ C nay be nade either
in the country of origin or in the country of shipnent of goods.

G her paynent terns are subject to approval by the State Bank of

Paki stan (SBP). Remttances nmay be nmade soon after goods

have been cl eared by CQustons.

Paki stan Custons authorities require a comercial invoice and a bil

of lading (or airway bill). Exporters should forward docunents
separately if shiprment is by sea, but should include themw th air

shi pnents. Certificates of origin are not legally required but may
be requested by the consignee or consignee's bank. Wen a certificate
of originis not requested, a statenent of country of origin should
appear on the invoice. Consular invoices are not required.

The exporter should also be sure to ascertain fromthe inporter the
preci se nunber of copies of each docunent which will be required.

G her docunents, such as insurance certificates and packing lists,

al so may be requested by inporters, depending on the specific
circunstances. CQustons authorities require special certificates for
inmports of plants and plant products and used clothing (e.g. a U S
Food and Drug Admnistration certificate for foods and
pharmaceutical). |In order to expedite the process and to avoid



potential delays and penalties, exporters should request detail ed
Instructions fromthe Pakistani inporter prior to shipping.

H. Advertising and Trade Pronotion

Paki st an has over a dozen nmaj or advertising agencies, some with
foreign affiliation. Advertising agency commssions are usually 15
percent of the cost of the advertisenment. |nformation concerning
adverti sing agencies may be obtained fromthe Pakistan Adverti sing
Associ ation, 232 Hotel Metropole, Abdull ah Haroon Road, Karachi

Tel evi si on and newspapers are the nost wi dely used nethod of
advertising. her advertising vehicles include radio, billboards,
periodicals and trade journals, direct response advertising, and
slides and commercial filmshorts in novie theaters. Sone conpani es
have now begun to advertise on the Internet as there are presently
nore than 50,000 Pakistanis with Internet access.

Paki st an has over 115 daily newspapers. The Daily Jang, published in
Urdu, is the single | argest newspaper, with an estimated nati onal
circul ation of alnost 750,000. Conbined circulation for the roughly
13 Engl i sh-1anguage newspapers is approxi mately 200, 000. The
princi pal English-language daily newspapers are Dawn (published in
Karachi, Lahore), The News (Islamabad, Lahore, Karachi), The Nation
(Lahore), The Frontier Post (Peshawar), Financial Post (Karachi) and
The Busi ness Recorder (Karachi). Al though the English-1anguage press
reaches only a small fraction of the population, it is influential in
political, business, academc, and professional circles. The two
maj or Engli sh-1anguage general nagazines are the nonthlies, The
Heral d and Newsline. The principal English-Ianguage weekly econom c
nmagazine is the Pakistan & @Qulf Econom st, published in Karachi, and
there is also a widely read English weekly Friday Tinmes published
from Lahore. The Dawn, The News, The Nation, and the Busi ness
Recorder are now al so available on the Internet.

Al nost all broadcasting outlets in Pakistan are governnent - owned and
operated, but accept private advertising. Television is broadcast in
color on three channels, using the PAL system English |anguage
prograns are broadcast for about two hours a day on the |arger
Paki st an Tel evi si on Corporation (PTV) and for eight to ten hours a
day on the Shalimar Tel evision Network (STN). In addition, nore than
15 channels, nostly of Indian origin, are received through satellite.
These channel s provide stiff conpetition to the PTV and STNin terns
of advertising revenue. The current spot rate of a 30-second
commercial on the PTV network is $680 and $460 on the STN

Satellite tel evision broadcasts have nade rapid i nroads i n Pakistan
and it is estinmated that nore than 200,000 di sh antennas are
presently installed in the country. Mre than 15 channels are
recei ved through satellites reaching about 3 mllion viewers.

Unaut hori zed Cabl e TV operators have started to provide service in
densel y popul at ed nei ghbor hoods of Karachi, Lahore and Rawal pi ndi .

Radi o broadcasting tinme |asts approximately 17 hours a day. The
standard advertising rate on the Radi o Paki stan network for
comercial firms and products is approximately $75 for a 30-second
spot. The governnent has recently allowed a private conpany to
operate an FM broadcast service. The FM 100 is Pakistan's first FM
stereo nusic channel, avail able round the clock, in Karachi

| sl amabad and Lahore. The license granted by the governnent does not



permt themto do news and current affairs prograns.

Paki stan currently allows trade advertising nmaterial other than
commerci al catal ogues to enter duty-free, but levies a 12.5 percent
sales tax on those itens. Sanples may be admtted duty free only if
they are representative parts of a conplete shipnent or are

unsui table for sale. The duties applicable to comercial shipnents
apply to sanpl es having a conmerci al val ue.

Trade Shows - The textile and | eather industries and the Conputer
Soci ety of Pakistan hold annual events for export pronotion purposes
and for the local industry, respectively. U S. Departnent of
Conmrer ce- sponsor ed cat al ogue/ product shows and sem nars can be usefu
vehicles for generating sales |eads and for |ocating suitable agents
and distributors. Trade and sem nar m ssions can al so provide

val uabl e first-hand insights into the Pakistani nmarket, as well as
serving to introduce U S. equi pnent and technol ogy. Trade m ssions
can educate governnment and ot her end-users about product
availability, technical characteristics, quality, and price, and can
establish contacts with key organi zati ons to pronote product

awar eness.

US. firns should al so consider participation in regional events
(focusing on either South Asia or the Mddle East) in order to reach
potential Pakistani purchasers, agents, and distributors.

l. Pricing Products

Product pricing is often difficult for new entrants to the Pakistan
market, principally due to the country's conplex tax structure.
Forei gn conpani es represented by a | ocal agent, distributor,

i censee, or other internmediary generally work closely with their

| ocal affiliates in determning prices.

Rel atively high shelf prices frequently include a substantial tax
conponent, which can add nearly 50 percent to the retailer's purchase
price. Hgh prices for inported consuner itens have created a | arge
mar ket for goods comng into Pakistan through the "informal channel."

Large quantities of goods are brought in by expatriate Pakistanis
and professional couriers fromthe Qulf region in their persona
baggage. | n sonme segnents of the market, goods brought through this
channel have narket shares ranging from50 to 95 percent.

As an illustration of the scale and conplexity of various taxes and
duties inposed on inported consuner itens, marketers of products
build into their final sales price the followi ng factors: | anding

charges (approximately 1.0 percent of initial price); custons duty;
sal es tax; bank charges; insurance, and the recently introduced
general sales tax. The Governnent has recently done away with the
"CQctroi" tax (a nunicipal toll tax).

Pricing of non-consuner itens is based on different paraneters. Most
foreign conmpanies in this narket segnent are al so represented by
agent/distributors and give their local affiliates significant
latitude in pricing decisions. Agents often opt for higher sales
turnover by reducing their margins, allowing themto generate nore
revenue through a higher volunme of sales. 1In other cases, |oca
agent/distributors nmay add up to 30 percent to the list price as
their comm ssion, depending on the nature of the product. For duty
and tariff purposes, they quote the principal's list prices only. n



average, retailers mark up inported machinery and equi pnent 10 to 15
percent and inported general nerchandise 20 to 30 percent.

Many | ocal agent/distributors now quote their prices in US. dollars
because of the frequent depreciation of the Pakistani rupee.

J. Sal es Servi ce/ Cust oner Support

I n Paki stan, the end-user generally requires conprehensive and
reliable after-sales support on all durable and non-consuner itens,
acconpani ed by good docunentation and i nstructions for product
installation, operation, and repair. Many purchasers choose a
conpl ete turnkey package, which often includes enpl oyee training.

Foreign sellers generally require local agent/distributors to
maintain a certain mninuminventory of spare parts. Mst agents
provide a warranty and "free mai ntenance" for one year, building the
cost of maintenance into their overall price.

It is a common practice for end-users to denmand a guarantee that the
supplier will respond to questions or rectify faults in the equi pnent
within a specified period of tinme. The tine period may vary froma
few hours to several days, depending on the nature of the product and
the fault in the equi pnent.

K. Selling to the Covernnent

Paki st ani gover nment agencies and public sector conpanies allow only
excl usive agents to submt bids for tenders as an assurance that they
recei ve only one quotation fromeach supplier. Mny firns

(especi ally Japanese) add a clause on direct negotiation which all ows
themto deal directly with the end-user, should the firmbelieve that
the agent may have difficulty in concluding a sale. On such sales,

t he comm ssi on payable to the agent, if any, is determned by the
principals and is based on the proportion of services rendered by the
agent .

Paki st ani | aw does not prohibit paynent of comm ssions on commercia
procurenent of |arge anmounts of mlitary equipnent. However, the
Directorate CGeneral Defense Purchase (DAEDP) requires that the foreign
principal provide the follow ng: ex-factory value of itens supplied;
FCB val ue of these itens; and percentage or anmount of conm ssion/or
any other fee for services provided by the |ocal agent. Comerci al
procurenent of small to nmediumanounts of mlitary equi pnent is
general | y made through | ocal agents of overseas manufacturers and
suppliers.

L. Protecting Your Product from I PR Infringenent

The | aws in Pakistan generally provide for protection of intellectual
property rights (IPR). Nevertheless, intellectual property piracy in
Paki stan remai ns wi despread. Recently, the governnment has undertaken
the task of rewiting legislation in the areas of copyrights,

patents, and tradenmarks. Recently, several U S. conpanies (e.g. book
publ i shers, video filmproducers, and conputer software conpanies)
have conpl ai ned that Paki stan's copyright |aw enforcenent is
ineffective and that penalties for violation are extrenely weak. The
U S. Pakistan Treaty of Friendship, Conmerce and Navi gation
guarantees national treatnent for patent, trademark and industrial
property rights.



Paki stan is a nenber of the Wirld Intellectual Property O ganization
(WPO, the Universal Copyright Convention, and the Bern Copyri ght
Uni on, but not of the Paris Convention for the Protection of
Industrial Property. The United States and Paki stan have held a
series of official discussions on intellectual property protection
ainmed at strengthening the rights of U S. conpanies and individual s,
and to ensure that Pakistan conplies with its TRIPS comm tnent.

M Need for a Local Attorney

For mul tinational corporations considering capital or industrial

i nvestnments in Pakistan, |ocal |egal counsel nmay provide useful
insights into the | ocal |aws and busi ness environnent, identification
of the appropriate business structure (such as a |liaison office, a
branch office or a wholly-owned subsidiary), and advi ce and

assi stance in drafting appropriate agreenents and conplying with

| ocal regulatory requirenents.

After the decision to invest has been nade, |ocal |egal assistance
may be required to obtain operating |icenses, incorporate |egal
entities, conply with appropriate corporate fornmalities, obtain work
permts for expatriate personnel, and negoti ate enpl oynent contracts
for local staff. For ongoing operations, |ocal counsel can update
investing firnms on statutory and regul atory devel opnents and provi de
day-to-day advice on matters such as tax conpliance and protection of
intellectual property rights.

Al'l consul ar posts in Pakistan maintain a list of attorneys in their
Consular District. U S firns needing a referral may contact the
Consul ar Section at the U S Enbassy or the relevant U S. Consul ate
for assistance.

N. Perform ng Due D |igence/ Checki ng Bona fides of Banks,
Agents, CQustoners

The U.S. Departnent of Commerce offers various services such as the
Agent Distributor Search (ADS), and the International Conpany Profile
(ICP). Both the services help |ocate potential business partners, as
well as provide Iimted avail abl e background i nformati on on Paki st ani
firnms, including their financial standing, business reputation, areas
of interest, and current business activities.

V. LEADI NG SECTCRS FOR U. S. EXPORTS AND | NVESTMENT

This Section lists 14 sub-sectors in the non-agricultural sector,
and 8 in the agricultural sector. The non-agricultural sub-sectors
are grouped in three ranks beginning with the most promising (Rank
I). The agricultural sub-sectors are listed in descending order of
importance. Data are in millions of U.S. dollars, unless otherwise
noted.

A. Best Prospects for Non-Agricultural Goods and Services
I ndustrial Export Prospects
. Title: Pollution Control Equipnent
Rank of Sector: (1)

Nane of Sector: Pollution Control Equi pnent
| TA I ndustry Code: PQL



I1. Comrents: Although the denmand for pollution prevention and
control equi pnent slowed sonewhat |ast year due mainly for two
reasons: 1) lack of inplenmentation of Environnment Protection Agency
(EPA) regulations on industry; and 2) slower econom c and industri al
growth as well as a drop in exports of the two main users of
pol [ ution control equipnent, the leather and textile industries, the
mar ket for pollution prevention and control equi pnent has the
potential to grow at about 10 percent annually as a result of

| egi sl ati on and denmand for eco-labelling fromforeign buyers of
Paki st an products (leather and textiles).

Cood prospects exist for supply of equipnent for: (i) |eather
tanneries: primary treatnent plants for individual units as well as
conbi ned secondary effluent treatnment plants for clusters of units;
(ii) textile mlls: primary and conbined treatnent plants for
wastewater; (iii) chemcal industry: water pollution from pesticides
and insecticides; (iv) fertilizer industry: water pollution
Covernnment and muni ci pal authorities are also | ooking at ways to
control notor vehicle pollution and at solid waste nanagenent.

There is a preference for used equi pnent and plants; inporters also
require after-sales service. The main conpetitors to U S. products
are the Netherlands, Japan, and South Korea.

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A.  Total narket size 22.6 18.5 18.6
B. Total |ocal production 0.0 0.5 1.0

C. Total exports - - -

D. Total inports 22. 6 18.0 17.6
E. Total inports fromU.S. 1.2 1.5 1.6
Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estimates for Paki stan
Fi scal Years (PFY), July-June.

. Title: Agricultural Chemcals

Rank of Sector: (1)

Nane of Sector: Agricultural Chemcals
| TA I ndustry Code: AGC

1. Comments: Agriculture is the backbone of Pakistan's econony.
Agricultural production is the single major contributor to the Goss
Donestic Product (&@P). Forty percent of Pakistan's total area of
197 mllion acres is cultivable | and and produces a wi de variety of
crops including cotton, rice, wheat, sugarcane and tobacco. | nproved
government policies and support have spurred agricultural production
during the past ten years. The U S is a leading supplier of D -
Ammoni um Phosphate (DAP) and al so has a major share of the market for
Mal at hi on. The average inport market for agricultural chemcals is
about U S. $212 million which is expected to grow by 10 percent in
view of the greater enphasis on raising agricultural production.

G her major suppliers of insecticides are Germany, Switzerl and,



France, and the Net herl ands.

Most prom si ng subsectors and estinmated narket size for 2000 are: D -
Ammoni um Phosphate ($102 mllion); Pesticides, Herbicides, and
Fungi ci des ($80 million).

[1l1. Data Tabl e:
USD M LLI ONS 1997 1998 1999
A.  Total narket size 704.5 666. 2 661. 2
B. Total |ocal production 474.0 462. 2 466. 2
C. Total exports 1.5 2.0 2.0
D. Total inports 232.0 206. 7 197.0
E. Total inports fromU.S. 104. 2 99.7 99.7
Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Industrial Chemcals

Rank of Sector: (1)

Nane of Sector: Industrial Chemcals
| TA I ndustry Code: |ICH

Il. Comrents: Pakistan's market for Industrial Chemcals is
expandi ng gradual |y, offering good sales opportunities for U S
exporters. For FY-1998 the total nmarket is estimated at about U. S.
$1,012.6 mllion, including inports estimated at U S. $890.5 mllion.

Local production of chemcals largely is confined to soda ash,
caustic soda, sulfuric and hydrochloric acid, sodium bi carbonate,
liquid chlorine, alumnumsul fate, carbon bl ack, acetone and acetic
acid. A though inports account for nost of the narket, | ocal
production is expected to increase as new plants conme on streamin
the next two-three years. U S. share of inports has averaged between
8 and 10 percent during the |ast several years. Mjor conpetitors
are Switzerland, the WK Gernmany, China, and Japan.

Most prom sing subsectors and estimated market size for 2000 are:
Organic Chemcals ($130 mllion); Inorganic Chemcals ($70 nillion);
Dyeing, Tanning, and Coloring materials ($105 mllion); QGls,
Perfumes, and Flavors ($30 nillion); Resins and Plastic Materials
($240 mllion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total market size 1, 060. 2 1,012.6 1,013.8
B. Total |ocal production 155. 6 155.1 155.5
C. Total exports 33.5 32.5 32.5
D. Total inports 938.1 890.5 890. 8
E. Total inports fromU S 68. 0 64.5 64.5

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan



Fi scal Years (PFY), July-June

. Title: Tel ecommunications Equi pnent

Rank of Sector: (1)

Nane of Sector: Tel econmuni cations Equi pnent
| TA I ndustry Code: TEL

1. Coments: The tel ecommuni cations sector has significant potentia
for growh. The private sector now actively participates inits
expansi on and devel opnent, supplying cellul ar tel ephones, paging
servi ces, and card-operated tel ephones. Despite strong conpetition
fromforeign suppliers (Sienens of Germany, Al catel of France, and
Eri csson of Sweden), all of whom have had a strong presence in

Paki stan for several years, U S. firns can increase their narket
share as Pakistan invests in fiber optics, digital swtching systens,
and dat a- communi cati ons networks. The anticipated privatization of

t he Paki stan Tel ecommuni cation Conpany Limted (PTCL) will offer
addi ti onal opportunities.

Most prom sing subsectors and estimated market size for 2000 are:
Tel ephone Sets ($16 million); Tel ephone Sw tching Apparatus ($45
mllion); Parts for Tel econmunications Equi prment ($120 million);
El ectric Tel ephone Cables ($75 mllion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total narket size 241.5 250. 2 267. 8
B. Total |ocal production 67.4 68. 2 68. 8
C. Total exports 0.5 1.0 1.5
D. Total inports 174.6 183.0 200.5
E. Total inports fromU. S 5.5 5.8 6.5

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

. Title: Electrical Power Systens

Rank of Sector: (I11)

Nane of Sector: Electrical Power Systens
| TA I ndustry Code: ELP

1. Coments: Electrical power in Pakistan has been supplied by
the two public sector utilities, the Water and Power Devel opnent
Authority (WAPDA), and the Karachi El ectric Supply Corporation
(KESC). The chronic shortage of power |ed many industrial units to
install their owm nore reliable and | ess expensive power generation
facilities. An estimated 1, 000-MNof industrial demand is now net
by stand-al one generators. Governnent policies encouraged the

est abl i shnent of independent power plants (IPPs) in recent years,
and seven | PPs of a conbined installed generation capacity of



4, 024- MV now supply power to the national grid. Another eight |PPs
of a conbined total generation capacity of 1,879-MNare expected to
be comm ssioned by the end of PFY-2000. Both WAPDA and KESC are
schedul ed for privatization. WAPDA' s eight electricity boards have
al ready been corporatized, its thermal units converted into three
separate power generation conpanies, and its transmssion and grid
network corporatized into a single entity. After the
privatization of its thermal generation units, its role in the
power sector will be confined to the devel opnent of hydel power
resources. KESC is scheduled for privatization by the end of
Sept enber 1999 through the sale of 51 percent of its equity to a
strategic investor. It is unlikely that this target will be net.
The privatization of the two public utilities can be expected to
result in the purchase of equi pnent and materials for replacenent,
noder ni zati on and expansion of the existing thernmal plants and
for transmssion and distribution networks. The IPPs will offer
opportunities for both power generation equi pnent and spares. The
donestic industry produces a wde variety of electrical power
equi pnent, but production decreased due both to the current
downturn in the econony, as well as to WAPDA and KESC s fi nanci al
constraints. Inports continued to supply the major portion of the
country’s demand, but declined by over 44 percent as nost of the
upcom ng | PPs had inported the bulk of their machinery and
equi pnent requirenents during the previous two years. The U. S.
share decreased owi ng to sanctions inposed on Pakistan for
conducting nuclear tests; and because several upcom ng | PPs
sourced their purchases fromother countries. The total market is
expected to expand by approxinmately 21 percent in PFY-2000 ow ng
to larger budgets for both WAPDA and KESC. Mst prom sing sectors
for PFY-2000 are: power generation equipnent (USD 511 mllion);
power transm ssion equipnent ( USD 219.6 mllion); and power
di stribution equipnent, including equipnent for rural
electrification: (USD 110.5 mllion).

[11. DATA TABLE

USD M LLI ONS 1997 1998 1999
A. Total market size 1,484.2 1, 003. 8 601. 2
B. Total l|ocal production 464. 6 306.1 215.8
C. Total exports 1.7 1.6 3.0
D. Total inports 1,021.3 698. 7 388. 4
E. Total inports fromU S 72.5 132.6 44. 8

Exchange rate (rupees/ USD) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estimtes for Pakistan
Fi scal Years (PFY), July-June

I. Title: Plastic Materials and Resins

Rank of Sector: (I1)

Nane of Sector: Pl astic Materials and Resins
| TA I ndustry Code: PMR

1. Comments: Pakistan offers a good and expandi ng narket for
plastic materials and resins. Wth little donestic production,
Paki st an depends |largely on inported raw materials to produce a w de
variety of plastic products for consunmer and industrial uses.



I mports of plastic materials and resins in both primary and non-
primary forns have grown by nore than 10 percent annually during the
| ast several years. Sone donestic manufacturing facilities are in

t he pl anning stages, but until these plans cone on stream Paki st an
will continue to depend |largely on inported raw nmateri al s.

The United States, with a nmarket share of about 15 percent in 1998,
is one of the |eading suppliers. Saudi Arabia and Germany are its
maj or conpetitors. Qher suppliers include Japan, the U K, Bel gi um
Sout h Korea, Singapore, the Netherlands, Italy, China and France.

Most prom sing subsectors and estimated narket size for 2000 are:

Pol yet hyl ene, gravity less than 0.94 ($18 mllion); Polyethylene,
gravity above 0.94 ($20 mllion); Polypropylene ($35 nillion);

Pol ystyrene ($9 million); Polyvinyl Chloride (PVC) ($35 mllion);

Pol yesters in primary form ($10 mllion); Silicones in Primary forns
($5 mllion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A.  Total narket size 209.5 200.5 201.0
B. Total |ocal production 5.5 5.8 6.2
C. Total exports 0.5 1.0 1.0
D. Total inports 204.5 195.7 195. 8
E. Total inports fromU.S. 21. 7 22.1 22.5

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Ilron and Steel
Rank of Sector: (I1)
Nane of Sector: |Iron and Steel

| TA I ndustry Code: |IRN

1. Comrents: Pakistan is a promsing nmarket for iron and steel
products. The main sources of basic materials are Pakistan Steel
MIls (PSM, a large, state-owned nmanufacturing facility; the ship-
breaki ng i ndustry on the S ndh-Bal ochistan coastline; and inports.
Recently, an indigenous tin-plate nmanufacturing plant has been

est abl i shed whi ch has now commenced production. PSM and ot her

manuf acturers produce pig iron, hot and cold rolled products, ingots,
gal vani zed itens and tinned plates. Hot rolled, cold rolled,

gal vani zed sheets and tinned plate conbined form 47 percent of the
total market, while wire rods, bars, and fornmed sections formthe
remai ni ng 53 percent of the nmarket. Due to expected rise in donestic
production with the proposed expansion of Pakistan Steel and new tin
plate factory, inports of finished steel products is expected to
Increase very slowy in the next three years. Scrap steel, which is
used by small foundries for producing rods and angles etc., is also
popul ar in Pakistan. Mjor foreign suppliers are the United States,
CGermany, U K, France, Japan, China, Netherlands and Bel gi um

Most prom sing sub-sectors and estimated nmarket size for FY 2000 are:
pig iron and ferro-alloys ($60 mllion), ingots ($120 mllion), flat-



roll ed products ($78 mllion), coated flat-rolled products ($90
mllion), flat-rolled products of alloy steel ($55 nmillion), iron and
steel tubes and pipes ($40 mllion), stainless steel sheets ($8
mllion), Iron and steel bars, rods and angles ($17 mllion), iron
and steel wire ($12 mllion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total narket size 1,355.4 1,288.0 1,336.0
B. Total |ocal production 938.0 875.0 920.0
C. Total exports 2.6 1.8 2.0
D. Total inports 420. 0 415.0 418.0
E. Total inports fromU. S 30.7 27.0 29.0

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Drugs and Pharnaceutica

Rank of Sector: (I1)

Nane of Sector: Drugs and Pharnaceutica
| TA I ndustry Code: DRG

1. Comments: There are over 400 |icensed pharnaceuti cal conpanies
i n Pakistan, including 35 nultinationals who have over 60 percent of
the market share. Approximately one-third of Pakistan's total
consunption of pharnmaceutical is inported. Inports of finished drugs
are expected to increase. There is good nmarket potential for

anti biotics, vaccines, therapeutic nedicines, anal gesics,
tranquilizers, hornones, blood pressure control drugs, anti-

ul cerants, drugs for the treatnment of cardiac conditions, cancer,
psychiatric drugs, contraceptives and birth control prescriptions.

Covernnent policy categorizes drugs into essential and non-essentia
categories. Essential drugs can be inported freely but their prices
are fixed by the governnent. The prices of non-essential drugs are
not fixed. At present, nearly ninety percent of the drugs inported
are non-essenti al .

Though | ocal production of drugs increased in recent years, the
pharmaceutical industry is faced with high taxes and tariffs. H gher
costs, conpounded by deval uation of the rupee, has affected narket
growth and is reflected in the figures |isted below Mjor suppliers
include the United States, the UK , CGermany, Switzerland, Japan
Hol | and and France:

I11. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A.  Total narket size 916. 2 990. 4 1, 066. 4
B. Total |ocal production 694. 2 831.1 906. 9

C. Total exports 25.0 18.0 18.0



D. Total inports 247.0 177.3 177.5
E. Total inports fromU.S. 15.5 16.8 17.5

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Gl and Gasfield Machinery and Supplies

Rank of Sector: (I1)

Nane of Sector: Q1 and Gasfield Machi nery and Supplies
| TA I ndustry Code: OGM

1. Coments: Q1 and gas account for over 80 percent of the tota
commerci al energy supply in the country. Average oil production
during July 98 to March 99 was 56,606 bpd. The production of natura
gas during the sane period was 1,806 mmcfd. The governnent attaches
high priority to the energy sector. A new petrol eum policy announced
in Qctober 1997 offers attractive incentives to upstream and
downstream petrol eumindustries to devel op an i ndi genous base in
exploration and production. It is expected that the market for oi
and gas field nmachinery and supplies will grow by an average annua

i ncrease of 15 percent for the next three years. The total inport

mar ket during FY-1998 is about U S $126.1 mllion. Inports fromthe
United States are estimated at U S. $42.5 mllion. The ngjor
conpetitors are Australia, Japan, Singapore and China. Several U S.
conpanies are actively involved in oil and gas exploration in
Paki st an.

Most prom sing subsectors and estimated nmarket size for 2000 are: Q|
Recovery and Process Equi pnent ($55 mllion); Drilling Equi prent for
Ql & Gs ($25 mllion); Separation plant: Gl & Gas ($17 mllion);
Pi pel i ne Equi prrent ($10 million); Pipeline Corrosion Control ($5
mllion); Pipeline Construction Equiprment ($5 mllion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total narket size 141.0 141.0 147.5
B. Total |ocal production 21.0 21. 2 21. 2
C. Total exports 0.0 0.0 0.0
D. Total inports 120.0 126. 1 131.8
E. Total inports fromU. S 40. 0 42.5 43.5

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Punps, Valves, and Conpressors

Rank of Sector: (I1)

Nane of Sector: Punps, Valves, and Conpressors
| TA I ndustry Code: PVC



1. Comments: The U S is one of the |eading suppliers of inported
punps, valves, and conpressors. Qhers are Japan, China, GCernany,
France, the UK, and Italy. In the long termgrowh in industrial
activity and investnent should continue to result in increased denmand
for punps, valves, and conpressors.

Most prom sing subsectors and estimated market size for 2000 are:
Centrifugal Punps ($12.0 mllion); Rotary Positive D splacenent Punps
($8 mllion); Vacuum Punps ($5 mllion); Parts for Punps ($5
mllion); Conpressors for Refrigeration Equi pnent ($17.5 mllion);

Air Punps, QG her Conpressors ($10 nillion); Parts for Conpressors ($5
mllion); Pressure-reducing Valves ($2.5 mllion); Check Valves ($5
mllion); Taps, Cocks, Cther Valves ($8 mllion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total narket size 104.0 101.0 110.5
B. Total |ocal production 42.5 44.5 51.2
C. Total exports 0.5 1.5 1.0
D. Total inports 62. 0 57.5 60. 3
E. Total inports fromU. S 15.0 15.5 15.5

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Conputers and Peripherals

Rank of Sector: (II1)

Nane of Sector: Conputers and Peripheral s
| TA I ndustry Code: CPT

1. Coments: Wth virtually no donestic production, Pakistan offers
a highly promsing and rapidly expandi ng market for conputers and
related equi pnent. Gowh in the personal conputer (PC) narket is
expected to continue very strongly. Mjor US. brands are already in
the market and others are being introduced despite strong conpetition
from Si ngapore, Japan, South Korea, Taiwan, and Hong Kong brands.

The GOP encourages use of conputer technology in both public and
private institutions and organi zations, and has recently renoved the
10 percent duty on personal conputers and CD ROMs. The current trade
policy also allows inport of used personal conputers (less than 3
years old). However, the market for higher-end systens (above 2,000
MIOPS) will be constrai ned by stringent export controls inposed by
the U S Governnent in light of Pakistan's recent nuclear tests. The
Covernnment of Pakistan is also planning to establish 3 software
technol ogy parks (STP) in the country. Mbst of the equi pnent for
these STPs will be inported. Wth the introduction and grow h of
internet and e-nmail facilities in major cities, the demand for
personal conputers is expected rise rapidly within the next 3-years.

Most prom sing subsectors and estimated market size for 2000 are:
Anal og- hybrid Data Processing Machines ($8 mllion); Mnitors ($17
mllion), Digital Data Processing Machines ($40 mllion); Printers
($10 mllion); Of-line Data Processing Equi prent ($20 mllion);



Parts ($15 nillion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total narket size 78.5 85.0 110.0
B. Total |ocal production 0.0 0.0 0.0
C. Total exports 0.0 0.0 0.0
D. Total inports 78. 50 85. 00 110.0
E. Total inports fromU. S 20. 00 25. 00 30.0

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Transportation Equi pnent and Parts

Rank of Sector: (II1)

Nane of Sector: Transportation Equi pnent and Parts
| TA I ndustry Code: TRN

1. Comments: (Good prospects exist for | ease-cumsales of aircraft
(new and used), including engines, and parts; nmass transit equi pnent
and public transportation vehicles. The national flag carrier,

Paki stan International Airlines (PIA) plans to upgrade its fleet, but
Is seriously constrained by |ack of funds, and may opt for buying
used aircraft or |ease new aircraft. The three private sector
carriers plan to expand their operations on donestic and
international routes, and are in the market for used passenger and
cargo aircraft. The rapid growh of inter-city bus services in

Punj ab province may offer U S. bus manufacturers an opportunity to

i ntroduce their products in Pakistan.

Most prom sing subsectors and estimated narket size for 2000 are:
Aircraft and Parts ($300 mllion); Buses and their Chassis with

Engi nes ($400 mllion); Trucks, Trailers, and Engi nes ($410 mllion);
Ships and Boats ($150 mllion); Railway Vehicles ($70 nmillion).

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A.  Total narket size 2,194. 3 2,036.3 2,027.0
B. Total |ocal production 1,416.2 1, 300. 7 1,301.1
C. Total exports 7.5 7.6 7.5
D. Total inports 785. 6 743. 2 743. 4
E. Total inports fromU.S. 108. 6 110.0 110.0

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

I. Title: Paper and Paperboard
A. Rank of Sector: (I11l)



B. Nane of Sector: Paper and Paperboard
C. I TA Code: PAP

1. Comments: There is no real decline in market size. Lower
dol | ar anmounts are reflective of |ower international prices
resulting fromthe Far East crisis and Pakistan's econom c
downturn. Cheaper inports earlier forced Pakistan's paper industry
to reduce undue profits, but rising prices have now i nproved the

i ndustry's feasibility. Prices are expected to rise further as a
result of the country's adoption of a single, nmarket-based unified
exchange system

Local production neets the bulk of the country's requirenents for
wast e paper, witing, printing, coated and uncoated paper, fluted
paper, coated and uncoated board, and 27-28 percent of the

requi rements for sack kraft. Specialty papers production is
limted to toilet and tissue paper. Chief conpetitors are South
Korea, |ndonesia and Thailand for coated board; Sweden, New Zeal and
and the United States for sack kraft; and Saudi Arabia, Kuwait,

Bel gium Austria and Germany for specialty papers.

The U. S. share of the inport market increased overall by 42 percent
due to increased exports of newsprint and waste paper. |Its share
of the inport market for newsprint increased to 35 to 40 percent
and of waste paper to 21 percent, but its share of the wood pul p
mar ket renmai ned at 45 percent. Al newsprint is inported.
Competitors are Russia and New Zeal and. About 20-25 percent of the
wast e paper inported is used as a substitute for wood pul p. Chief
conpetitors for waste paper are Singapore, Saudi Arabia, the Mddle
East and Hong Kong. Inports of softwood pul p, which neet the bul k
of the country's total pulp requirenents, declined by 10-15 percent
as | ocal manufacturers successfully reduced the ratio of softwood
pul p to wheat straw in nmanufacture. ©Mjor conpetitors are
Portugal, Indonesia, S. Korea and Sweden. The nost prom sing sub-
sectors for U S exports are softwood pul p and waste paper. In
dollar ternms, the U S share of the softwood pul p market is
expected to increase by 10 percent; and of the waste paper narket
by 15-20 percent. The newsprint market is expected to shrink by
20- 25 percent because poorer quality witing and printing paper is
repl acing newsprint. The U S. share of newsprint exports to

Paki stan is expected to decline correspondi ngly.

[11. Data Table

USD M LLI ONS 1997 1998 1999
A Total market size 319.3 277.6 277.6
B. Total |ocal production 182.0 156. 6 156. 6
C. Total exports 0.0 0.0 0.0
D. Total inports 137.3 121.0 121.0
E. Total inports fromU. S, 15.5 20.8 20.8

Exchange rate (Rupees/$) 43. 2 50. 2 55.2

N. B. The above statistics are unofficial estimtes for Paki stan
Fi scal Year (PFS), July-June.



I. Title: Security & Safety Equi pnent

Rank of Sector: (II1)

Nane of Sector: Security & Safety Equi pnent
| TA I ndustry Code: SEC

1. Comrents: The nmarket for security and safety equipnent is
growi ng steadily. Geater awareness about the range and reliability
of security equi pnment is encouragi ng banks, corporations and
industrial units to protect personnel and premses. The annual
growh rate in this sector is about eight to ten percent. Good
prospects exist for baggage x-ray units, identification devices,
hand- hel d and wal k-t hrough-netal detectors, intrusion devices/burglar
al arns, chem cal/bonb detectors, close circuit TV. Mjor conpetitors
are CGermany, the Netherlands, Japan, Korea and Tai wan.

Cood sales potential exists also for industrial safety equi pnent and
clothing, fire-fighting equi prent and al ar m syst ens.

[1l1. Data Tabl e:

USD M LLI ONS 1997 1998 1999
A Total narket size 22.5 21.8 21.7
B. Total |ocal production 2.5 3.0 3.0
C. Total exports 0.0 0.0 0.0
D. Total inports 20.0 18.8 18.7
E. Total inports fromU. S 4.0 3.2 3.2

Exchange rate (rupees/$) 43. 2 50. 2 55.2

Not e: The above statistics are unofficial estinmates for Paki stan
Fi scal Years (PFY), July-June

B. Best Prospects for Agricultural Products

BEST PRCSPECT SECTCRS FOR U. S. EXPORTERS TO PAKI STAN
(US $ MLLIONS, UNLESS OTHERW SE NOTED)

This Appendi x lists 8 sub-sectors in the agricultural sector, and
14 in the industrial sector. The agricultural sub-sectors are
listed i n descendi ng order of inportance. The industrial sub-
sectors are grouped into three ranks, beginning with the nost
promsing (Rank |). Data are in mllions of U S dollars, unless
ot herw se not ed.

I. Agricultural Export Prospects
Rank: Agriculture (1)

Nane of Sector: Weat
| TA or PSD Code: 0410000

w

1996/ 97 1997/ 98 1998/ 99
D Total market size 2497 3515 2744



E Total |ocal production 2012 2812 2344
F Total exports 0 0 0
G Total inports 485 703 400
H Total inports fromU.S. 370 383 150
| Exchange rate (rupees/$) 39.0 43. 2 50. 2

Comments: Paki stan is expected to remain a maj or wheat market in
future. MY1998/99 inports are estimated at $400 nmillion. The
United States share is at $150 mllion-l1owest in recent years. The
private sector is taking advantage of the availability of the

hi ghly subsi di zed wheat fromthe EU and Turki sh wheat. These
subsi di zed sal es affect the U S sal es.

The United States traditionally has been the primary supplier to
t he Paki stani market due to the quality and reliability of its
wheat supply as well as to the inportant partnership it maintains
wi th Paki stan. Australian wheat, however, recently has nade
significant inroads into this market follow ng recent |arge
Austral i an harvests through the use of predatory pricing, cheap
freight and credit, and other non-market tactics. Canada is an
occasi onal supplier.

Wheat inports are required to supplenent the donestic supplies to
mai ntain an acceptable | evel of GOP reserves and to cope with

ri sing domestic requirenments. The primary suppliers of wheat to
Paki stan are the U S. and Australi a.

A. Rank: Agriculture (2)
B. Nane of Sector: Cotton
C. | TA or PS&D Code: 2631000

1996/ 97 1997/ 98 1998/ 99

D. Total market size 2551 2210 1956
E. Total |ocal production 2431 2260 1776
F. Total exports 32 125 2
G Total inports 120 75 180
H. Total inports fromU.S. 24 21 13
l. Exchange rate (rupees/$) 39 43. 2 50. 2

Comment s: Paki stan’s 1998/ 99 cotton production was affected by

unf avor abl e harvest weat her and extensive pest damage. My1998/99
imports are estimated at 500, 000 (480l b) bales. This year inport
of ELS and LS cotton is estinmated between 35, 000-40, 000 bales. The
demand for Pima and ELS cotton is grow ng because of growth in
demand for better quality sumer clothing, for which ELS cotton is
required. As of June 10, 1999 Paki stan has purchased 26, 800 bal es
fromU S of Pima cotton and 2,300 bal es of upland cotton. O

t hese purchases, 20,200 bal es have been shi pped and anot her 8, 900
bales are estimated to arrive by July 31, 1999. Al cotton

i nported nmust be fum gated at export |ocations. Pakistan's |arge
textile industry and the country's econom ¢ dependence upon t hat
industry require that cotton supplies be assured through inports if
donestic production is insufficient. Significant inports are
expected only if donmestic cotton production falls short of |oca
requi rements. However, textile industry has reported a conti nuous
growmh in the demand for Pinma/ELS cotton due to increase in



requi rement for donestic and export market of the better grade
products.

Rk I b I

A Rank Agriculture (3)

B. Nanme of Sector: Soybeans

C. | TA PS&D Code: 0005

1996/ 97 1997/ 98 1998/ 99

D. Total Market Size 13.6 0.6 0.6
E. Total Local Production: 0.6 0.6 0.6
G Total Inports 13.0 00 00
H. Total Inports fromU.S. 13.0 00 00
l. Exchange rate (rupees/$) 39.0 43. 2 50. 2

Comments: Paki stan has energed as a potential market for U S
soybeans. The total crushing capacity of the industry of the
solvent plants in Pakistan is about 1.6 MMI. Cotton is the nmain
source of oil seeds for the industry. Unfortunately, cottonseed
neets the requirenents of the industry for only 4-5 nonths. For
the remai ning period, the GOP has been making efforts to increase
the production of sunflower and canola seeds. It will take
several years to gauge the tangible results. At present, the
capacity utilization of the industry is 15-20 percent. There are
only 2 units operating at nore than 50 percent of the capacity.

Recently, the GOP has increased the duty on oil as well as
soybean neal inports. These neasures have nade the inport and
crushing of inported beans and ot her oil seeds econom cal .

Resul tantly, sone of the solvent units have inported substantia
quantities of canola seed and sunflower seed from EU and
Australia. At this point of tinme they are not happy with these
i nports because they have been facing difficulty in the disposa
of meal. Under such circunstances, these units have been
convinced to inport and crush beans. It is a best opportunity to
capture this market by providi ng concessi onal beans under a
Private Sector PL-480 Program This activity would create a
per manent demand for U S. beans and coul d avoid any conpetition.

Past experience showed that a public sector PL-480 Programin
Paki st an, because of the inefficiencies of the GOP officials did
not prove a success. Although the individual solvent extractors
have been approaching us with a request of a |arger PL-480
program Post has been discussing the nodalities of a Private
Sector PL-480 Programwi th the various solvent units. The rea
essence of the programand the objectives of USDA is to run a
private sector programfor a viable commercial inport programin
future

A Rank: Agriculture (4)
B. Name of Sector: Consunmer Food Products

Consuner Food Products

Paki stan has energed as a | arge nmarket for the consuner ready food
products in the last five years. Inports of consuner-ready or



val ue added food products are officially reported at $60 mllion in
1997/98 (July/June). There is a growmh of 10 percent in rupee term
conparable with devaluation in 1997/98. A 10 percent deval uation
of the local currency and inflationary pressure affected the

i mports of consuner food products in 1997/98. There is a whole
range of grocery itens inported fromdifferent countries. MIk and
m | k products, including baby mlk and food account for a najor

part of the total inports of consuner-ready food products during
1997/98. Processed fruits, food for infants, sugar and chocol ate
confectionery, juices, nuts, nursery products and ot her consuner-
oriented products are inported in snmall quantities. The use of
these foods is growi ng anong the mddl e i ncone groups in urban
areas. O these, inports fromU S were of US$1.4 mllion only and
are primarily for the use of diplomats. The U S. narket share is
smal | because of |imted know how of the products and reported sl ow
response of the U S. suppliers. The official inports data are
general | y under invoiced to about 75-85 percent of the C&F price.
Wiich transl ates into market size of about US$240-400 mllion.

Despi te annual deval uation of around 10 percent, inport of food
products has been grow ng.

The coordi nated efforts of the FAS/ USDA office in Pakistan with the
trade has generated inports of snack foods and processed fruit from
US This trade is estimated to grow rapidly in comng years.
Oficial value of inports in the first 6 nonths of the 1998/ 99 was
$29 mllion conpared with the $31 mllion inports in the
correspondi ng period of |ast year.

I nports of al coholic beverages are not allowed for religious
reasons. There is no restriction on the inport of red neat and its
products, and butter oil. Al other consuner-ready food products
can be inported under the free list. Comercial inports of
consuner-ready food products are charged a maxi num of 35% i nport
duty and 15% sal es tax.

Inporters visit suppliers in U A E and Europe to consolidate
contai ner | oads of avail able products for pronpt shipnent for

whi ch, generally spot paynents are made. The organi zed inport with
future delivery has not been the general practice in this market so
far. However, trade is fully aware of establishing irrevocable L/C
for inport.

A Rank: Agriculture (5)
B. Nane of Sector: Livestock and By-Products: Tall ow and G ease
C. I TA or PS&D Code: 4113200

1996/ 97 1997/ 98 1998/ 99
D. Total market size 19. 81 32.70 35. 80
E. Total |ocal production 0.81 0.70 0. 80
F. Total exports 0 0 0
G Total inports 19.0 32.0 35.0
H Total inports fromU. S 0 1.2 6
| . Exchange rate (Rupees/$) 39.0 43. 2 50. 2

Comments: Pakistan is a large nmarket for inported inedible tallow
(animal fats) because it has an extensive soap-nmaking industry and
has a shortage of animal by-products rendered from donestic
slaughtering. Donestic tallow production is virtually nil, and
aninmal fats are alnost all consuned with cooked neat. The



conpound-feed industry presently uses very little animal fat,
foregoi ng an excell ent energy source for poultry feed. The
shortage of aninmal fats and dependence on inports are expected to
continue. During 1998/99, Pakistan's tallow inports were estinated
at US $35 mllion. Australia, New Zeal and, Austria, Ml aysia,

Si ngapore and Kuwait were anong the major suppliers. Presently,
inmported inedible tallowis subject to inport duty of 35 percent
and sales tax of 15 percent.

*kkhkkkkkk*k*

A Rank: Agriculture (6)
B. Nane of Sector: H des & Skins, Bovine
C. | TA or PS&D Code: 2111102
1996/ 97 1997/ 98 1998/ 99
D. Total market size 461. 0465. 0515. 0
E. Total |ocal Production 440. 0450. 0500. 0
F. Total exports 0.2 0.0 0
G Total inports 21.0 15.0 15.0
H. Total inports fromU S 0.5 0.1 0.0
l. Exchange rate (rupees/$). 39.0 43.2 50. 2

Comments: I n Pakistan market size for hides, skin and leather is

I ncreasi ng. Pakistan inports fine quality leather. The U S. share
of hides and skins exports to Pakistan is very nom nal. However
there is a market opportunity in Pakistan depending on tinely
response fromsuppliers with conpetitive prices.

A Rank: Agriculture (7)
B. Nane of Sector: Feed Gains
C. | TA or PS&D Code: 0440000

1996/ 97 1997/98 1998/ 99

D. Total narket size 316 338 350
E. Total |ocal production 316 338 350
F. Total exports 0 0 0
G Total inports 0 0 0
H. Total inports fromU.S. 0 0 0
. Exchange rate (Rs/$) 39 43. 2 50. 2
Comments: | ndependent studies of the |ivestock sector and

Paki stan's future ani nal feed needs have predicted that, as
poultry and beef consunption increases, Pakistan will face a
critical feed supply deficit and will need to inport feed
grains. In the next several years, Pakistan nay be forced to
begin feed grain inports to maintain its current |evel of per
capita neat consunption. As of July 1, 1998, the GOP has
elimnated the sales tax on inport of feed grains and has
lowered the inport duty to 10 percent. It has been antici pated
that small parcels of U S corn will be transshipped from
Dubai, U A E  Analysts are confident of |arge comrerci al
inports on realization of the benefits of increasing corn ratio
in aninmal feed. The use of inported corn in snmall parcels wll
also help to elimnate the quality concerns |ike noisture |eve
and afl at oxi n.

A Rank Agriculture: (8)
B. Name of Sector: NonFat Dry MIk




C. | TA PS&D Code:
1996/ 97 1997/ 98 1998/ 99

D. Total Market Size 46 51 52
E. Total |ocal Production 30 31 32
F. Total exports 0 0 0
G Total inports 16 20 20
H. Total inports fromU. S. 0 0 0
. Exchange rate (rupees/$) 39.0 43. 2 50. 2

Comment s: Paki stan i nports about 8, 000-10,000 netric tons of
nonfat dry mlk every year, the bul k of which is provided by
Eastern Europe and E. U countries. A market opportunity is
energing. U S. nonfat dry m |k exports are becom ng conpetitive
in Paki stan’s price-conscious nmarket. Pakistan has established
different Inport Tariff Prices (ITP) for a nunber of qualities
of dry mlk powder based on the origins. There is a w de gap
between the | TPs for Eastern Europe and other origins. A
inports are in the private sector. They are inporting off-grade
as well as to ADM standard specifications from Lithuania,

Pol and and other countries. The Governnent of Pakistan has
reduced the maxinumtariff from45 to 35 percent. Dairy
products, if inported in bulk,go from25 to 10 percent. A
timely response on trade inquiries fromU. S. suppliers can help
to capture this grow ng market.

C. Significant Investnent Qoportunities

The Paki stan Board of Investnent (BO) encourages investnent
in the follow ng industries: Tel ecomunication and

el ectronics, fertilizers, pharmaceuticals, mning, hotel and
touri sm agro-processing, information technol ogy.

Since 1992, the GOP has taken various neasures to |liberalize
the econony in order to attract greater foreign investnent.
Sone of the salient features of GOP's new |iberalization
nmeasur es i ncl ude:

- statutory provisions have been introduced to protect against
any form of expropriation.

- there are no limts on the equity share held by foreign
nationals in |ocal conpanies, and there are no specia
requirenents for entering into a joint venture in Pakistan.

- The GOP allows free novenent and exchange of foreign
currenci es.

- There are no restrictions on borrowi ng by foreign entities
provi ded that the governnent guarantees are not sought.

- Foreign nationals have free access to Pakistan's capital
markets and there are no restrictions on the repatriation of
principal, dividends and profits.

VI. TRADE REGULATI ONS AND STANDARDS

A. Trade Barriers



Paki stan has traditionally maintained a conpl ex system of
indirect taxes in the trade sector. H gh basic tariffs,
addi ti onal surcharges, a variety of excise taxes and sal es tax
with different applicability on donmestic and forei gn goods
conbined to distort prices in donestic markets. The tariffs,
whi ch were established for both protectionist notives and
revenue raising, had beconme generally counter-productive. Many
tariff rates were too high and stinulated snuggling and
corruption. Revenue collections are al so underm ned by many
exenptions and concessions. The GOP has since liberalized its
trade regime, reduced tariff levels, and streanlined
procedures for inports and exports.

Paki st an uses the Harnoni zed Systemto classify and descri be
goods. Custons duties are levied on ad val orem basis. Maxi mum
tariff rates were reduced from92 percent to 70 percent in
June 1994, and from 70 percent to 65 percent in June 1995.

The GOP, encouraged by the Wrld Bank and the I M-, had deci ded
to lower the maximnumtariff rate in a phased nanner, but had
del ayed i npl enentati on of this decision. However, PM Nawaz
Sharif announced drastic cuts in the tariff structure as part
of his March 28, 1997 econonmi c revival package. The maxi num
tariff rate was reduced to 45 percent from 65 percent.

O her than custons duty, the governnment charges sal es tax
(12.5 percent) on the duty paid value of a variety of goods
produced in or inported into the country. Custons duty and
ot her charges are payabl e in Pakistani currency.

Export subsi dies - Paki stan seeks to encourage exports through
rebates of inport duties, sales taxes, and inconme taxes, as
wel | as through concessional export financing.

B. Custons Val uation

Val uation - The GOP has canceled its controversial pre-

shi pnent inspection (PSI) valuation systemin March 1997 and
have reverted to Inport Trade Price (I TP) based val uation
system The Inport Trade Price manual is updated periodically
to facilitate the val uati on process.

Custons O earance and \Warehousing - Anple public and bonded
war ehouse facilities, nost of which are owned by the port
trust organi zations, exist for the storage of goods. Pakistan
has no

free-port facilities, but regulations permt simlar
privileges while goods are warehoused. Goods nust be | anded
within the period specified on the bill of lading or within 15
days after

entry of the vessel into port. Once the goods have entered
and duties have been assessed, the inporter must clear them
for consunption (by paying the duties) or warehouse them

C. Inport Licenses

Al inporting firns in the private sector nust register as
inmporters with the Governnent of Pakistan's Export Pronotion
Bureau and nust have valid registration at the tine of

i mporti ng.

The GOP permts inports fromall countries except Israel or



goods originating in Israel. However, in the case of | oans,
credits or US PL-480, inports shall be nade subject to
availability fromthe specified source only. |Inporters nust
al so:

- (btain special authorization of the Mnistry of Commerce for
inmporting itens fromthe "negative/restricted" I|ist;

- Ensure that correct Harnoni zed Schedul e code nunber of every
inported itemis nmentioned in the inport docunents;

- Ensure that the supplier of cigarettes and cigars prints
warning "Snmoking is injurious to health” in both Udu and
Engli sh on every packet.

Inports fromlndia are a special case. Only itens on a |ist

i ssued by the Mnistry of Comrerce may be inported; that |ist

i ncludes 581 individual itens, classified by Harnoni zed System
nunbers. Pakistan's official inports fromlindia in 1995-96
totaled $94 nillion, from$64 mllion the year before.

D. Export Controls

Export of goods from Pakistan is allowed generally. However,
export of sone itens is banned/restricted or is subject to
certain conditions for reasons of short supply and to ensure
their availability in the honme market. (E. g., export of live
ani mal s and neat shall be in accordance with the procedure
notified by the Export Pronotion Bureau fromtine to tine.)
QG her itens banned/restricted for export purpose include:
arns, edible oils, hides and skins, tinber, mlk and mlk
products, and antiques. The custons authorities wll,
however, inspect outbound baggage to ensure that no
banned/restricted itemis taken out of the country as
acconpani ed personal baggage.

E. Inport/Export Docunentation Requirenents

The foll owi ng docunents are required for inports and exports:
bills of lading; invoices; packing lists; certificates of
origin;, copies of letters of credit; and insurance
certificates.

F. Tenporary Goods Entry Requirenents

QOP inport regulations permt tenporary inport of legally
inportable itens by foreign conpanies (e.g. as conmerci al

sanpl es) provided that a bank guarantee or indemity bond
equivalent to the value of the itemis provided to the Custons
authorities to ensure that the itens will be re-exported.
Applicable inport fees nust be paid, but will be refunded on
re-export. Simlarly, domestic industrial firns may inport
items for test, trial, and re-export, subject only to the
paynment of a refundable inport fee.

G Labeling, Marking Requirenents
Paki stan has no uni form or universal system of inposing

| abel i ng and nmarki ng requi rements on products. However,
i ndi vidual industries or sectors are subject to the



regul ati ons of specific
bodi es. For exanple, the Mnistry of Health sets requirenents
for the pharnmaceutical industry.

H Prohibited Inports

Paki stan controls certain inports through the negative |ist.
Goods not on the negative list may be freely inported. The
negative list is made up of (a) itens banned for religious,
security or luxury consunption reasons; (b) capital and
consuner goods banned to protect donestic industry; and (c)

i nternedi ate goods used in produci ng protected goods. A
restricted/conditional list includes itens that may be
inported only, for exanple, by certain parties (the governnent
or other specified users) or by certain special arrangenents
(such as inports against credit). Mjor itens on the negative
list are listed above in "Trade Barriers".

I . Standards/ | SO 9000 Usage

The Paki stan Standards Institution (PSI) is the national
standards body. The various activities of PSI include
preparation and i npl enentati on of standards, introduction of
standards i nspections systens, collaboration with

i nternational organizations such as the Internationa

St andards Organi zation (1SO, and dissem nation of information
on standardi zation and quality control. PSI has so far

est abl i shed about 4, 000 national standards for agriculture and
food, chemcals, civil and mechani cal engi neeri ng,

el ectroni cs, weights and neasures, and textile products.

The GOP's Export Pronotion Bureau has | ed a successfu

canpaign to provide free advi sory service covering planning,
docunentation, interpretation into | ocal environnent,

i npl enentation and certification processes for 1SO 9000. In
the |ast three years, 30 Paki stani conpani es have obtai ned | SO
9000 certification and about 200 nore are at different stages
of inplementing | SO standards.

J. Free Trade Zones/ War ehouses

Wth a viewto pronoting foreign investnent and a greater
export surplus for the country, the GOP established a free
trade zone at Karachi in 1980. The Karachi Export Processing
Zone (KEPZ) Authority has so far sanctioned over 170
industrial units with foreign equity. However, about 90 units
are in production and the rest are at different stages of
devel opnent. The KEPZ has full y-devel oped infrastructure
facilities and offers the followi ng incentives to investors:

- Salary of foreign personnel is exenpted frominconme tax for
five years fromthe date of arrival in Pakistan

- Inport of machinery, spares, and raw materials is free from
all federal and provincial taxes;

- The right to export fromthe KEPZ to Paki stan;

- No tax on capital gains;



- Unrestricted repatriation of capital, profits, and
di vi dends al | owed;

- Exenption fromcertain Pakistani |abor |aws.

K. Special Inport Provisions

Only an insignificant portion of total inports are subject to
guantitative restrictions (QRs) under the negative list. The

"negative" list consists of itenms whose inport is prohibited
on religious, health, or national security grounds. Itens on
the "negative" list include: translations of the Holy Koran

wi t hout Arabic text; goods bearing words or inscriptions of a
religious connotation; obscene pictures, witings, or

i nscriptions; horror comcs; obscene, subversive and
anti-lslamc literature; products and by-products of pigs,
hogs, boars, or swi ne; fireworks; tanks and arnored vehicl es;
artillery weapons; revolvers and pistols of prohibited bores;
parlor games; ganbling equipnent; scul ptures, worked ivory,
and anti ques exceedi ng one hundr ed years in age.

The GOP al so nmaintains certain export prohibitions and export
licensing requirenments. The GOP has inposed certain procedures
for the export of "essential" commodities. These include live
ani mal s, beef and nutton, animal fat, mlk and ml|k products,
timber, ferrous and non-ferrous netal, antiquities, and "human
skel etons”. Commobdities exportable only through public sector
agenci es include petrol eum products, coke, caustic soda, and
rock salt. In addition, all foreign exchange earned through
exports is presently surrendered to the State Bank of

Paki st an.

L. Menbership in Free Trade Arrangenents

Paki stan is a nenber of the Wrld Trade O gani zati on (WO).
Paki stan is not a nmenber of any free trade arrangenent, but is
party to two arrangenents which are seeking progress toward
regional trade liberalization. The Econom c Cooperation

O gani zation (ECO, whose foundi ng nenbers are Paki st an,
Turkey, and Iran, grants a 10 percent tariff preference on
statutory rates for some goods. (ECO nenbership was expanded
to 10 in 1993, when Afghani stan, Azerbaijan, and the five
formerly Soviet Muslimrepublics of central Asia were
admtted.)

The Sout h Asian Associ ation for Regi onal Cooperation (SAARC)
is

conprised of India, Pakistan, Bangladesh, Sri Lanka, Nepal,
Bhut an, and the Ml dive Islands. SAARC has proposed a South
Asi an Preferential Tradi ng Agreenent (SAPTA), which becane
operational after ratification by nenber countries in Novenber
1994. Because the SAPTA provi des for product-by-product
negoti ati on, and because several nenbers have siml ar
production structures, therefore, SAPTAis not likely to have
a large i medi ate i npact on regional trade flows. Pakistan's
| eadi ng regional trading partners are, Bangl adesh (its forner
eastern wing), India and Sri Lanka.

Paki stan is also a nenber (along with Indian and Nepal) of the



Asi an dearing Union, which was founded in 1976 and ai ns at
facilitating multilateral paynments through the use of
currencies

of participating countries in regional transactions in order
to expand intra-regional trade and save convertible foreign
exchange.

VI1. | NVESTMENT CLI MATE
A.  Openness to Foreign |Investnent

The CGovernment of Pakistan is open to foreign investnent and
of fers a package of incentives to attract foreign investors.

Consi dering the openness of the investnent regine, foreign

i nvestment activity to date has been relatively nodest and in
1998-99 registered a substantial drop in new FDI. Possible
reasons for this include inadequate infrastructure, |ack of

i deal foreign investnment environnent, perceptions of political
instability, prevalent war hysteria including the nucl ear
threats between Paki stan and t he nei ghboring India, |aw and
order difficulties, policy inconsistencies, and resistance to
t he new policies by sone el enments of the bureaucracy who have
not yet fully adjusted to the new, open econom c environment.

Besi des | aw and order problem there is a need for continuity in
econom ¢ policies, legal protection to foreign investnment and
uphol ding the sanctity of Agreements. Pakistan needs to foll ow
procedures that instill confidence in foreign investors that
contractual obligations are honored. A succession of investnent
pronoti on agencies, recently the Pakistan |Investnent Board and
its successor, the Board of Investnment (BO), have |acked the
bureaucratic authority or the continuity of |eadership needed to
i npl enent its policies.

As part of an integrated investnent pronotion strategy, the GOP
undertook during 1990 a conprehensive program of radi cal
econom c refornms including liberalization, privatization and
deregulation to bring the econony into a fully market-oriented
system This was ainmed at capturing the potential of the
private sector in all areas of economc activity. The
privatization process has been redesigned to nmake it nore
transparent. Power generation, telecomunication, highway
construction, port devel opnent and operations, the oil and gas,
services/infrastructure, social and agriculture sectors, have
now been opened to foreign investnent.

Paki stan's | egal framework and econom c strategy do not

di scri m nate agai nst potential foreign investors, but
enforcenent of contracts can be difficult given the
inefficiency of the court system Foreign investnent is
general |y subject to the sane rul es as donestic investnent,
with the exception of certain sensitive areas such as defense
production, banking, and broadcasti ng.

There is little apparent denial of national treatnent for
foreign firms. There is also no evidence of statutory
derogation of national treatnment. 1In fact, the Foreign
Private Investnent (Pronotion and Protection) Act, 1976,
specifically provides that foreign investnment shall not be



subject to nore taxation on incone than investnent nade in
simlar circunstances by Pakistani citizens. In practice, the
i ssue of extension of national treatnent is tested on a case-
by-case basis, but apart fromsensitive industries, nationa
treatment appears to be the norm However, the new | nvest nent
Pol i cy provides equal investnent opportunities for both
donestic and foreign investors.

In new policy (announced April 1999) foreign investnent on
repatri abl e basis has now been all owed i n manufacturing,
infrastructure, hotel/tourism agriculture, services, and
soci al sectors.

Key features of Pakistan's investnent climate include the
fol | ow ng:

- Relaxation of foreign exchange controls, and a general
policy of permtting foreign investors to participate in |ocal
projects on a 100 percent equity basis.

- Alow ng of foreign conpanies incorporated in Pakistan to
undertake export and inport trade.

- Provision of full safeguards to protect foreign investnent;

- Wthdrawal of work permt restrictions on expatriate
managers and techni cal personnel working in an industrial
undert aki ng and easing of remttance restrictions.

- Abolition of the ceiling on paynents of royalties and
t echni cal fees.

- Eimnation of the requirenent of obtaining a "No (bjection
Certificate” (NOC) fromthe appropriate provincial governnent,
except for areas which are classified as negative areas (for
reasons of environnental degradation, over-congestion, etc.).

- No requirenent of government approval to set up an industry
in any field, place and size, except for the follow ng
i ndustri es:

- Arns and anmuni tion

- Hi gh expl osives

- Radi o-active substances

- Security printing, currency and mnt.

(Establ i shnent of new units for the manufacture of al cohol,
except industrial alcohol, is banned).

The Government of Pakistan is commtted to providing full
protection to foreign investnment. The principal statutory
vehicles for such safeguards are the Foreign Private

| nvest nent (Pronotion and Protection) Act, 1976 and Econom c
Ref ornms Act of 1992.

Institutional Pronotion of Investnent - One hurdle to

i nvestment in Pakistan had been a bewi | dering series of
approval s, permts, and |icenses required fromvarious |evels
of governnment in order to launch a project. Successive
institutional entities have attenpted to ease that process for



prospective investors by functioning as a "one-w ndow'
interface between the investors and the rel evant Pakistan
authorities, and the situation is inproving with special
efforts by BA.

I ncentives for Investnment - To keep Paki stan conpetitive in

i nternational market, exenptions or relief frominport duties
has been all owed on inported plant and nmachi nery which is not
manufactured locally. Tax relief in shape of first year

al | onance has been provided for category (A): value added or
export industries, category (B): H -tech, category (O:
Priority industries and category (D): Agro-based industries as
wel |l as other new industries. Tax relief has al so been

provi ded for expansion and bal anci ng, noderni zation and

repl acement (BMR), in existing industries.

B. Right to Private Oanership and Establi shnent

Forei gn and donestic private entities are free to establish
and own business enterprises in virtually all sectors of the
econony, with the exception of certain sensitive areas such as
def ense production, etc. Private entities are simlarly free
to acquire and di spose of their interests in business

enterpri ses.

The issue of private conpetition with public enterprises is
conplicated by the fact that many of the entities that remain
in the public sector are chronic |oss-nakers. The GOP has not
adopted visibly unfair conpetitive practices in these public-
private matchups, but the situation varies fromindustry to
industry, and the privatization of the state-owned entities
especially in industrial sector is top of the agenda.

Two st at e-owned banks, Allied Bank Limted (ABL) and the
Musl i m Conmrer ci al Bank (MCB) have been successfully privatized
and are performng well. The privatization process has been
sl owed down during this year; however, politica
priority/inclination is for the privatization of the state-
owned enterprises. The previous state nonopolies such as
civil aviation has now been opened up for private conpetition.
Now three privately owned airlines are conpeting with the
national carrier, PIA on national and international routes.
The privatization of tel ecommunication giant, PTCL, a profit
maki ng governnent enterprise along with state-owned banks
(Habib Bank Limted and United Bank Limted) nmay be privatized
in next two years. The lucrative niche business of nobile
phones having three international phone conpani es (Instaphone,
Mobi I ink and Paktel) in the field is now being matched up by
the PTCL. The other lucrative units such as Heavy Mechani cal
Conpl ex, Taxila; Karachi Shipyard and Engi neeri ng Wrks; power
generating units and power distribution conponents of WAPDA
and KESC are being offered for privatization. However, the
Government is gradually noving out of productive activities
through a privatization program It has largely succeeded in
di vesting such activities as cenent production and vegetabl e
oil refining and has begun the process of privatizing thernma
power production, railways, telecomunications, remnaining
st at e-owned commerci al banks and natural gas.

C. Protection of Property Rights



Paki stan's | egal systemprotects and facilitates the
acqui sition and di sposition of property rights.

Intellectual Property Rights - Pakistan is a nenber of the
Uni versal Copyright and Bern Conventions. The copyri ght
office is a departnent of the Mnistry of Education

Copyright on a registered design is initially granted for a
five-year period and may be extended for two additional five-
year periods. Registration of patents and designs is
adm ni stered by the Patents Ofice, a departnment of the
Mnistry of Industries. Patents are granted for up to 16
years fromthe date of application and may generally be
extended for a five-year period and, under sone circunstances,
for an additional five years. Legal renedies such as
injunctions are available in cases of patent infringenent.
Trade marks are regi stered under the Trade Marks Act, 1940,

t hrough the Trade Mark Registry, a departnment in the Mnistry
of Commerce. Trade marks are regi stered for seven years from
the date of application and the registration nmay be renewed
for an additional fifteen years.

The O fice of the U S. Trade Representative has Pakistan on
the Special Section 301 Watch List under the Trade Act of 1988
because of inadequate intellectual property rights protection.
Areas of specific concern include video piracy, unauthorized
reproduction of U 'S, printed works, and textile design piracy.
Tens of thousands of video outlets in Pakistan deal al nost
exclusively in pirated products - and do so quite openly.

U. S. pharmaceutical firms in particular have criticized

Paki stan's patent |aw for providing process rather than
product patent protection. Qher firnms have noted the absence
of provisions for registering service nmarks. A nore genera
conpl aint has been that, even where Pakistan's | aws appear to
provi de adequate protection, enforcenment is slow, sporadic,
and ineffective.

The U.S. and Paki st an opened di scussi ons sone years ago on a
conprehensive bilateral intellectual property rights agreenent
proposed by the United States, with the U S arguing that an

| PR agreenent woul d i nprove the investnment climate in

Paki stan. But, these talks stalled in 1995 and Paki st an
remains reluctant to resune the dial ogue. However, the three
GOP ministries involved in this issue are revising the I PR

| egi slation according to TRI M5 Agreenent.

D. Adequacy of Laws and Regul ati ons Governi ng Commerci a
Transacti ons

The GOP subscribes to principles of international conpetitive
bi ddi ng, but political influence on procurenent decisions is
conmon, and these decisions are not always nade on the basis
of price and technical quality alone. The sanctity of
contracts al so has been a najor issue for some conpani es
dealing with the governnent.

E. Foreign Trade Zones/Free Ports

Devel opnent of National |ndustrial Zones - A conposite schene
of National Industrial Zones engulfing industrial estates,



Free Industrial Zones, Free Trade Zones and Export-COriented
Units (EQU) and Estates for small and nmediumindustries within
areas of its boundary has been | aunched to pronote exports.

Al so, establishenment of export oriented units will be all owed
to be set up all over the country. National Industrial Zones
wi Il be devel oped through private sector (donestic or foreign)
under investor, devel oper and pronoter (IDP) concept.

However, paraneters of the EQU have not been announced til

now.

A single National Industrial Zone Authority (NIZA) wll be set
up with statutory powers to carry out the responsibility of

t he managenent of the NIZ. N ZA will extend one w ndow
facility to give perm ssions incorporating all required

cl earance of various departnments and arrange utility and ot her
rel ated services for the investors to undertake industrial
projects within the zone. A draft legislation for N ZA has
been prepared by the BA in technical assistance w th UNCTAD,
and is expected to becone an Act within a year.

Free Industrial Zones will be nulti-product zones where a
variety of export products can be nmanufactured, traded,
exported or re-exported.

Free Trade Zones will serve as an effective instrunment to
boost export trading. Private bonded warehouses will be
permtted to be set up in the Zones to neet the requirenents
of the industrial units in the Free Industrial Zones or other
EQJs in the country.

An Export Oiented Unit (EQU) is an industrial unit which
exports its entire production excluding permtted |evel of
Donestic Tariff Area sales and reject.

According to new I nvestnent Policy, the incentives for free
I ndustrial Zones, free Trade Zones and Export Oiented Units
will be as follows:

(a) Local DrFls/Banks may be allowed project financing in
Zone.

(b) Sale upto 20% of exports may be all owed to Domestic

Tariff Area subject to paynment of duties and taxes.

(c) Export of waste and defective itens be allowed to tariff
area are as also to bonded manufacturing units.

(d) Exporters of a zone may be treated at par with tariff
area counterparts for freight subsidy on certain itens.

(e) Inter-unit transfer of finished goods anbng exporting
units may be all owed.

(f) Inport duty and provincial tax exenption on inported
machi nery and raw materi al s.

(g) Duty free inport of two vehicles for the projects |ocated
in N Zs.

The GOP al so established an Export Processing Zone (EPZ) in
Karachi, in 1989, where special fiscal and institutional
incentives, are available to encourage the establishnment of
exclusively export-oriented i ndustries. The Government has
establ i shed two new EPZs -- in Sial kot and Rawal pi ndi. The
incentives are as foll ows:



- Conmpl ete exenption fromall federal, provincial and
nmuni ci pal taxes, any foreign exchange control and insurance
regul ations as applicable in Pakistan up to the year 2000.

- incone accruing outside Pakistan exenpted fromtax;

- the losses, if any, on an industrial unit set-up in the
Zone may be carried forward indefinitely;

- inport of equipnent machinery and materials (including
conponents, spare parts and packing nmaterial) for enterprises
set-up in the Zone is exenpted fromall federal and provincial
taxes and duties including custons, excise, sales tax and
muni ci pal taxes;

- "One Wndow' service and sinplified procedures - inport
permts and export authorizations are issued by the Export
Processi ng Zone Authority (EPZA).

F. Performance Requirenents/|lncentives

Government policies strongly favor investnent proposals in the
engi neeri ng/ capi tal goods manufacturing sector that have | arge
export or value addition and | ocal content conponents, but
anounts are negotiable. The |local content policy, known as
the deletion policy, requires that all investnents based on

| ocal assenbly of inported parts, and that w sh to enjoy
favorabl e tax rates accorded to new i nvestnents, have a
deletion programto raise |local content. The Mnistry of

I ndustries nonitors the del etion schedul e cl osely and nust
approve any devi ati on.

Sone projects that have been sanctioned and are operating in
Paki st an have had considerable difficulty nmeeting their

del etion programti metabl es, which often prove too tight for

i nvestors to organi ze a system of dependabl e, quality-
conscious |ocal suppliers. Relatively high duties discourage
the inport of autonotives and other finished products,

al t hough the Government is reducing duties across the board to
force the Paki stani econony to beconme nore internationally
conpetitive.

The Government's investnent policy provides that al

i ncentives, concessions, and facilities provided to donestic
investors for industrial investnent are also available to
foreign investors without discrimnation. A nunber of
concessi ons, such as exenption fromcustons duties, sales tax
concessions and a tax exenption on investnment, as well as
guaranteed repatriation facilities, have been introduced to
accel erate industrial devel opnent in the country.

G Transparency of the Regul atory System

Enf orcenent of the conpetition law in Pakistan is under the
jurisdiction of the Monopoly Control Authority, an independent
regul atory authority which | acks enforcenent nuscle. The
Authority had its heyday during the populist period of Z A
Bhutto in the 1970s, but even then it was notable nmore for its
good research than its enforcenment efforts. Pakistan fornerly
had a rel atively high degree of industrial concentration, with



wi despread |icensing procedures restricting entry and serving
as vehicles for creating nonopolies and oligopolies. The end
of the licensing regines, the decline in bureaucratic
controls, and the liberalizing trend of the last five years
have reduced industrial concentration by bringing down
barriers to entry. Certain industries remain relatively
concentrated, but for industry-specific rather than systemc
reasons.

In a bid to deal effectively with environnmental degradation,

t he Governnent of Paki stan, on Decenber 6, 1997, has

promul gated a maj or Environnental Act entitled "Pakistan

Envi ronnmental Protection Act, 1997" which provides a
conprehensi ve | egal franmework for addressing environnent al
probl ens i ncluding prevention and control of pollution,
managenent of the health inpact of climatic changes; inport of
chem cal s and ot her toxic substances; nmanagenent, handling and
transportation of hazardous substances; and managenent of
industrial, municipal, and agricultural wastes as well as
pronoti on of sustainabl e devel oprent.

The Paki stan Environnental Protection Agency (PEPA) is
responsi ble for enforcing the laws related to the protection
of the environnent. PEPA, a relatively new agency still

devel oping its professional staff, is responsible for national
envi ronnental policy, devel opnent and i npl enentation of

envi ronnental standards, and nonitoring conpliance with those
standards. To date, PEPA has devel oped standards for

nmuni cipal and liquid industrial effluent and waste, industrial
gaseous em ssions, notor vehicle exhaust and noise and air

pol | ut ant s.

Public sector projects that are likely to adversely affect the
environnent are required to file with PEPA a detailed

Envi ronnental | npact Statenment when the project is in the

pl anni ng stage; other projects may be required to file short
descriptions of their effects on the environment. Potentia

i nvestors should contact PEPA at an early stage of the

pl anni ng process to ensure conpliance with environnental
standards. The review process for Environnmental | npact

St at enents shoul d take 90 days and nay | ead to approval,
rejection, or request for nodification. Each province also
has its own environnental protection agency; provincial
Directorates of Industry nmay refer a project to the provincial
agency when there are concerns about environmental inpact.

The Securities Exchange Conm ssion and the Registrar of
Conpani es share responsibility for outside regul ation of
securities markets. They and the nmenbers of the exchanges have
cooperated in streamining processes for registration and
listing of securities. The equity market is regulated by the
Securities and Exchange O di nance 1969 and the Securities and
Exchange Rul es 1981. The Conpani es Ordi nance 1984 regul ates
stock exchanges by setting out the provisions under which

| i sted conpani es nmust operate.

H  Labor

Estimated on the basis of existing population of 134.0 and its
annual growth at 2.3 percent, the total |abor force is



estimated at 38.6 mllion as of January 1, 1999. The
unenpl oynent rate is estinmated at about 6.1 percent during
1999.

I. Efficiency of Capital Markets and Portfolio Investnent

The pattern of capital nmarket devel opnent in Pakistan has been
simlar to several Asian markets. Bond narket devel opnent has
| agged as el sewhere in the region. However, the equity narket
i n Paki stan has regi stered phenonenal growth in terns of size
of the market and institutional devel opnent, but the fixed

i ncome securities market has not devel oped as quickly. At
around 15 percent of GDP, Pakistan’s savings rate is one of

t he | owest anong devel opi ng Asi an econom es. The bond mar ket

i n Paki stan covers debt and debt |ike securities issued by the
government, statutory corporations and corporate entities.

The market for bonds of statutory corporations and corporate
entities is at an early stage of devel opnent.

The capital nmarket reform package introduced new nmeasures to
encour age the devel opnent of capital markets in Pakistan. The
financial institutions reforns have paved the way for the
banks to operate on professional |ines under the supervision
of the State Bank of Pakistan, which is now an aut ononous
body.

There are three stock exchanges in Pakistan -Karachi, Lahore
and | slamabad. At present the Karachi stock exchange has

about 780 |isted conmpanies with tradi ng volume increasing from
1.1 mllion shares a day in 1990, to about 95 mllion at
present. Lahore and |slamabad stock exchanges are
substantially smaller than Karachi.

In a major nove to attract foreign portfolio investnent the
AP in its new investnent policy 1997 has announced a

| iberalized econom c refornms package introduci ng new nmeasures
to encourage the devel opnment of capital nmarkets in Pakistan.
The package, anong other incentives, extends a capital gains
exenption for three years, exenpts bonus shares fromincone
tax, exenpts foreigners for paynent of tax for investing in
Fi xed I ncome Securities and renoves the turnover tax on

shar es.

J. Conversion and Transfer Policies

Paki stan has a |iberal foreign exchange regine with few
restrictions on holding foreign exchange and bringing it in or
out of the country. There are no limts on the inflow or
outflow of funds for remttances of profits, debt service,
capital, capital gains, returns on intellectual property, or
paynments for inported inputs.

The average delay period currently in effect for remtting

i nvestment returns such as dividends, return on capital,
interest and principal on private foreign debt, |ease
paynments, royalties and nanagenent fees through normal, |egal
channels is only a week to ten days. The delay for
remttances by shipping conpanies is approxinately one to
three weeks and airlines generally experience delays of one to
two nonths. It is also possible to remt funds through a



| egal parallel market by using Forei gn Exchange Bearer
Certificates (FEBCs), which may be purchased in the secondary
mar ket .

K.  Expropriation and Conpensati on

Direct foreign investnments are protected agai nst expropriation
by the Foreign Private I nvestnment (Pronotion and Protection)
Act of 1976 and by an investnent and guarantee agreenent. The
Government's record with respect to expropriation of foreign

i nvest ment has general ly been good. Al though a nunber of
nationalization of private concerns took place between 1972
and 1975 under the populist governnent of the late Prine
Mnister Zulfikar Ali Bhutto, they primarily affected domestic
Paki st ani conpani es. The current governnment of Prinme Mnister
Muhammad Nawaz Sharif (and its predecessors since 1988) have
credi bly enphasi zed the great inportance of the inflow of
direct foreign investnent and pledged to facilitate such
investment. This inplicit pro-foreign investnent consensus
anong recent governnments and the two major political parties
makes nationalization or expropriations an extrenely unlikely
course in the foreseeable future.

L. D spute Settlenment

Legal System - Pakistan's |legal systemis based on British
law, with a nore recent overlay of Islamc law. The 1956
Constitution established Islamc principles to serve as a
guide to state authorities. Article 198 provides that no | aw
shall be repugnant to Islam Statutes are a mxture of |aws
carried over fromBritish rule and updati ng amendnents and

| aws enacted since Partition.

The tiers of civil and crimnal courts begin at the tehsi
(sub-district) level and range up to the Suprene Court. The
Suprene Court, based in |Islamabad hears: appeals fromthe four
provincial H gh Courts and the Federal Shariat Court (i.e.

| sl am c)

Court; references fromthe federal governnent; and cases

i nvol vi ng di sputes between provinces or between provi nces and
the federal governnent. Each province has a H gh Court (the
| sl amabad Capital Territory falls within the jurisdiction of
the Punjab H gh Court at Lahore). The H gh Courts hear
appeal s fromjudgnments and orders of the District Courts (for
civil cases) and Sessions Courts (for crimnal cases) and have
original jurisdiction in certain other matters. D strict and
Sessions judges sit at the district level; often the sane

i ndividual sits as both a district and sessions judge,
dependi ng on whether the matter at hand is civil or crimnal.
There are al so a nunber of special courts and tribunals to
deal with specific types of cases (Custons, Banking,

Envi ronnmental , Labor, etc.).

Al of Pakistan's constitutions have provided that all |aws
should conformto the injunctions of Islam but there was
little focused effort on this subject until General Zia ul-Haq
made | sl am zation of Pakistan's laws a priority. 1In 1979, Za
reactivated the Council of Islamc Ideology (Cll), which vets
| egislation for conpatibility with Islam and codified the



four Hadood Ordinances in an attenpt to nake the Penal Code
nore |slamc.

Paki st an establ i shed an Onbudsman in 1983 to deal with public
conpl ai nts agai nst the Federal CGovernnent. The Orbudsman is a
non- partisan individual appointed by the President for a four-

year non-renewable termand nay not be renoved for any reason.
The onbudsman's purpose is to deal with cases of nal -

adm nistration and to enforce sonme bureaucratic
accountability.

Commercial law follows British and British Indian precedents.
The Contract Act is, in effect, a codification of the English
| aw of contract; Pakistan adopted the Indian Conpani es Act of
1913 at i ndependence and has built on it since. Pakistan does
have a concept of bankruptcy |law, again using the British

nodel . Bankruptcy petitions involve corporations and
busi nesses; personal bankruptcy is not currently a w despread
concept. In general, the court appoints a |iquidator to sel

of f and account for the property of the bankrupt.

Security Interests in Property - The establishnent of a

mar ket - ori ented housi ng fi nance systemin Pakistan's private
sector is inits infancy. Until 1993, private firnms were not
permtted to |l end for housing, and the sole source of forma
sector housing | oans was a hi ghl y-subsi di zed public | ender,
House Bui I di ng Finance Corp. (HBFC). Recent regul atory reforns
have led to the establishnent of a legal franework for
Iicensing and regul ating private housing | enders. At present,
two private housing conpanies are operating in a regul ated
environnent and offering a variety of loan instrunents. In
order to nobilize funds, private housing conpani es nay issue
certificates of investnment. Corporate Law Authority is
responsi ble for licensing and regul ati ng new conpanies in the
housi ng fi nance sector.

Menbership in I CSID Donestic Arbitration Statute - Pakistan is
a nmenber of the International Center for the Settlenent of

I nvestnent Disputes (ICSID). The Center provides facilities
for conciliation and arbitration of investnent disputes

bet ween contracting states and national s of other states under
a Convention for the settlenment of investnment disputes. The
Paki stan Arbitration Act, 1940, al so provides a nmechani sm for
the arbitration of commrercial disputes under which the parties
either jointly appoint a single arbitrator or each appoint an
arbitrator who join a neutral arbitrator on a three-person
panel .

Paki st an becane a nmenber of the Miultilateral Investnent
Quar antee Agency (M &), an armof the Wrld Bank, in Apri
1992, and MGA' s first local initiative was to provide
coverage for several banking projects.

QP record on Investnent D sputes - There have been no
significant recent investnent disputes involving U S
i nvestors or contractors.

M Bilateral Investnent Agreenents

Paki stan has bilateral investnment treaties with the Peopl es



Republ ic of China, France, Cernmany, the Republic of Korea,
Kuwai t, the Netherlands, Romania, Sweden, U. K , Spain,
Portugal , Turknenistan, Tajikistan, Kyrghistan, Kazakhi stan,
Turkey, Kuwait, Ml aysia and Singapore. A draft proposal for
a Busi ness Devel opnent Forumto facilitate business

devel opnent between the United States and Paki stan was
initiated in 1996, but has not yet been finalized so far.

N. OPIC and other Investnent |nsurance Prograns

Wth the renoval of U.S. econom c sanctions agai nst Paki stan,
the Overseas Private Investnment Corporation (OPIC) is now
allowed to of fer coverage to Paki stan; however, given the
country's current financial ratings, OPIC has yet to extend
its coverage to Paki stan.

QO Capital Qutflow Policy

Paki stan has no restrictions on capital outflow Those
seeking to transfer funds out of the country need only conply
with the procedures adm nistered by the State Bank. This

| iberalized approach to capital outflowis part of Pakistan's
effort to integrate itself into gl obal capital markets.

Al t hough specific statistics are not available, there is very
little outgoing foreign direct investnment (FD). Paki st an
experienced sone capital flight in Septenber/Cctober 1996 and
again in May 1998, just before the governnent inposed a freeze
on the foreign Qurrency Accounts (FCA s) but flows have
stabilized since then.

P. Major Foreign Investors

The United States is the top ranking direct foreign investor
in Paki stan. According to the GOP Mnistry of Finance,

cunul ative direct foreign investnent fromthe U S. nowtotals
$1,248.6 mllion. The Anerican Business Council, whose
nmenbership is drawmn frommgjor U S. firnms, has over sixty
menbers. After dropping off somewhat in 1992-93, probably as
a result of the political uncertainty which gripped the
country during nmuch of that year, investnent fromthe U S. has
been on the upswi ng. However, foreign investnment has again
dropped substantially since COctober 1996, and in FY 98-99 w |l
probably be only 50 percent of the amount in FY 95-96.

VITI. TRADE AND PROIECT FI NANCI NG
A. Brief Description of Banking System

Financial refornms introduced in 1990 have |iberalized
Paki st an' s banki ng sector, which had | ong been dom nated by
st at e-owned banks, and private banks are gradually playing a
nore significant role. In Decenber 1990, the GOP announced
plans to privatize state-owned banks and to allow the
establ i shnent of private donestic banks. So far the
government has privatized two formerly nationalized banks,

Al lied Bank Limted and Musli m Cormercial Bank. The GOP has
al so announced its plans to privatize Habi b Bank, the
country's largest comercial bank in terns of assets.

There are 25 Paki stani commerci al banks, w th over 8, 000
br anches



nati onwi de. These banks account for about 78 percent of total
comer ci al bank assets.

Twenty one foreign comrercial banks--of which three are
Anerican--with 81 branches, also do business in Pakistan.
Forei gn banks are permtted to engage in a full range of
banking activities. Foreign banks are subject to higher

wi t hhol di ng taxes than Paki stani banks, but this gap is
gradual | y being closed. Mbost foreign banks may not establish
nore than four branches, though at | east one exception has
been granted to this general rule. Qherw se foreign banks
are accorded essentially the sanme treatnment as Paki st ani
banks.

Bank Assets - U S. Presence - The three U S. banks operating

i n Paki stan--G ti bank, Anerican Express Bank, and Bank of
Anerica--accounted for seven percent of all commercial bank
assets in 1994. Al three U S. comercial banks currently
operating in the retail market (and al nost all other foreign
banks i n Paki stan) are branches rather than wholly-owned
subsidiaries. (Al though there is no requirenment that foreign
banks operate as branches, the wholly-owned subsidiary fornat
woul d require themto offer shares for sale to the public at
prices below the true market value). Gtibank is the |argest
foreign bank operating in Pakistan. The U S. banks have, in
general, been selective in their choice of custoners, and as a
result have what nost observers would agree is a quality
client base. Like all other conmercial banks in Pakistan,
their major activity is business lending; the U S. banks have
a relatively high percentage of nultinational corporations as
clients. G tibank, however, al so pioneered the devel opnent of
consuner banking in Pakistan and in 1993 becane the first
conmerci al bank to of fer a conprehensive program for

aut onobi | e 1 oans and i ndi vi dual nort gages.

Conmer ci al banks are engaged predom nantly in corporate
I ending, with the state-owned and newly privatized banks
involved in various fornms of concessionary |ending. The
comerci al banks are the main sources of short - and
mediumtermcredit for domestic investnent.

Consuner banking in Pakistan is |argely undevel oped. There is
no

tradition of lending to small individual consunmers, and

pur chases of autonobiles, housing, and consuner goods are
generally nmade on a cash basis. Foreign banks generally have
sufficient lucrative business in the corporate sector to
absorb their Iimted credit reserves. H gh interest rates
conbine with high start-up costs to discourage initiatives in
t he consuner sector.

The State Bank of Pakistan, the central bank, controls the
noney supply and credit, supervises the operations of banks,
adm nisters the country's international reserves, and acts as
banker to the federal and provincial governnents.

The GOP has pursued a policy of prescribing target |evels of
lending to certain sectors of the econony, to ensure that
priority sectors receive adequate credit. The credit targets
apply only to state-owned banks. The GOP has al so nandated a



program of concessionary credit to the private sector through
st at e-owned commerci al banks. |t provides concessionary
credit for export finance, |ocally manufactured nmachi nery, and
agricultural production loans to small farmers. The export
finance schene is available to all commercial banks. However,
private banks generally nmake little use of this program and

| endi ng under the export finance schene is dom nated by the
state-owned and newly privatized banks.

According to the State Bank of Pakistan, the total vol unme of
overdue | oans fromthe commercial banks as well as non-banki ng
financial institutions (NBFI) was Rs. 146 billion (US$2.8
billion at m d-1998 exchange rate) at the end of June 1998.
The highest ratio of default to total |oan portfolio was in
NBFI's (24.2% followed by donmestic banks (19.7% and foreign
banks (5.2%. Wth few defaults, the forei gn banks, including
U. S. banks have enjoyed profitable operations.

There is no systemof deposit insurance in Pakistan, although
the State Bank and the Paki stan Banki ng Council have

consi dered instituting such a system Foreign banks have
reacted cautiously to proposals to establish a system of
deposit insurance, because they fear having, in effect, to
subsi di ze the state-owned and new y-privatized banks that hold
far weaker portfolios.

In 1979, Pakistan began a program of bringing its financial
sector into conformty with Islam c econom c principles by
taking steps to elimnate interest. The two cornerstones of
this policy are the use of the "mark up" systemin bank

I ending and "profit and | oss sharing"” (PLS) for bank
depositors. These two systens are now used for all rupee
accounts in commercial banks; foreign currency accounts are
still based on interest-bearing precepts.

Under the mark up system the lending institution in effect
purchases a share of the borrower's assets, wth an agreenent
to sell back the assets when the |loan falls due, at a fixed
price, including the "mark up". |If the borrower is unable to
pay when the |oan falls due, the | oan can be "rolled over"”, by
extending a new |l oan for the amount of the original |oan plus
the previously agreed mark up anount. One shortcomng of this
systemis that non-performng | oans can be "rolled over™
indefinitely, so that a bank's bal ance sheet may not
accurately reflect the viability of its outstandi ng |oans.

Under the profit and | oss sharing system banks declare a
return on deposits periodically, based on the profits actually
earned on PLS deposits. Because banks could theoretically
suffer a loss, this nmeans that depositors' principal as well
as return are both at risk under the PLS system |In practi ce,
banks announce expected PLS rates in advance, so depositors
have a good estimate of their rate of return before making a
deposi t.

Conmer ci al banks face considerable conpetition in attracting
deposits fromindividuals or small investors; the GOP' s

nati onal saving schenme offers attractive rates of return (in
the 16 to 18 percent range) on snmall accounts, which banks
find difficult to match. The corporate bond market is stil



inits infancy in Pakistan; if this formof financial

i nstrument becones better devel oped, banks may al so face nore
difficulties in attracting deposits from busi nesses. Wth

i ncreasing conpetition fromnore efficient private banks,
portfolios with a significant volunme of bad | oans, and the
prospect of |owered mark up ceilings, the state-owned banks
will face particular difficulties in attracting new deposits.

QG her financial institutions operate in specialized areas.

For exanple, the Agricultural Devel opment Bank of Paki stan
(ADBP) provides credit facilities to farmers and cottage
industries in rural areas. The Industrial Devel opnment Bank of
Paki stan (1 DB) provides |loans to small and nedi um si zed
industrial enterprises in the private sector. The |Investnent
Corporation of Pakistan (1 CP) was established to encourage and
br oaden the base of investnents and to devel op the capital
market. The Pakistan Industrial Credit and I nvestment
Corporation Limted (PICIC) is concerned with financing new

i ndustries and providing funds for the nodernization of
existing industries in the private sector.

B. Foreign Exchange Controls Affecting Tradi ng

Paki stan's exchange rate policy has shifted froma nanaged
float to a market-based, exchange rate system and the system
of official exchange rate is abolished. From May 19, 1999

Fl oating Interbank Rate will apply to all foreign exchange
recei pts and paynents.

In recent years, the GOP has significantly |liberalized foreign
exchange controls. Individuals and firnms in Pakistan nay now
hol d foreign currency bank accounts and nmay freely inport and
export currency. Foreign firnms (other than banks) with

i nvestments in Pakistan may remt profits and capital w thout
prior SBP approval.

The governnment in 1994 nade the Pakistan rupee fully
convertible for current account transactions. However,
exporters nust still sell their foreign exchange earnings to
the State Bank of Paki stan.

C. Ceneral Availability of Financing

Paki stan's banki ng sector offers a full range of services,

i ncluding foreign trade and working capital financing, term
finance facilities, and retail banking. Letters of credit can
be routed through the | ocal banks having overseas networks
(foreign exchange transactions are conducted by the bank with
overseas affiliates). Since credit targets are controlled by
the central bank, it sometinmes is desirable to work with
several banks in order to satisfy borrowi ng requirenents. All
borrowi ng fromthe comercial banks is, in theory, conducted
on a secured basis, since unsecured borrowing is not
permtted.

In addition to the commercial banks, Pakistan has about 16
speci al i zed banks and devel opnent financial institutions. The
Nat i onal Devel opnent Finance Corporation (NFDC), the Paki stan
Industrial Credit & Investnent Corporation (PICIC) are the

| eadi ng devel opnent finance institutions (DFls) providing



medi um and | ong-termloans in both rupees and foreign currency
to the industrial sector. Their services include
participation in equity through ownership of shares and
debentures, underwiting public issues of shares and
securities, assisting Pakistani investors to obtain foreign

i nvestment, assisting foreign investors to |ocate suitable

i nvest ment opportunities in Pakistan, and providing technical
and manageri al advi ce and assi st ance.

There al so are about 12 investnent banks, about 50 nodaraba
conpani es (see description below), and over 30 leasing firns,
all of which have filled a major gap in the country's
financi al services sector through the provision of a wde
range of investnent banking services. Through affiliation
with major international financial institutions, investnent
banks, in particular, have been able to transfer financial
expertise and technology to the | ocal

mar ket s.

The speci al i zed banks include Saudi Pak |nvestnent Conpany,
Pak Kuwait I|nvestnent Conpany and Pak Libya Hol di ng Conpany,
all of which are joint ventures providing termfinancing and
equity support facilities.

In addition, there are the National Investnent Trust (NIT), an
open- ended mutual fund, and the Investnent Corporation of

Paki stan (ICP). Both are large investors in the stock narket
and provide financing for nmajor projects.

Foreign investors may also utilize the stock nmarket to raise
capital. There are over 780 conmpanies |isted on the Karach
St ock Exchange.

| sl am ¢ Mbdes of Financing - Sone of the Islam c nodes of
financing available to both donmestic and foreign investors (in
accordance with regulatory requirenents) are:

Wir ki ng Capital Finance - "Mrabaha": Under Mrabaha t he banks
provi de working capital finance which nmay be drawn (by checks)
and credited on a daily basis with the facility of an
overdraft account.

The pricing (of debit balances) is calculated on a daily basis
at a rate agreed between the borrower and the bank according
to financial market conditions. Essentially, the bank and
borrower effect a sale and purchase (in respect of the assets
whi ch formthe bank's security), and the difference between

t he purchase and sale price establishes the mark up.

"Mushari ka" is another formof working capital finance by way
of a "partnershi p" between the borrower and | ender based on a
profit and | oss sharing agreenment. Wrking capital finance
may al so be provided through discount of bills of exchange.

Term Financing - Termfinancing is avail able through a
mechani sm known as a Term Finance Certificate (TFC). TFCs are
typically used to neet the nmedium and | ong-term fi nancing
requi rements of new projects when the borrower actually sells
his project assets to the financing institution. Each
certificate represents a definite sumof nmoney, and is



transferable in the same way as a bond.

The borrower's purchase consideration is a fixed install nent
of paynment over the financing period represented by the TFCs.
The rate of return to the financial institution is derived
fromthe marked-up anount of the resale price to the borrower.
The mark up rate is determned in accordance with financia
mar ket conditions, and is agreed between the bank and the
borrower when the facility is negoti at ed.

Mbdar aba - A "Mddaraba"” is simlar to a closed-end nutual fund
with certificates listed on the stock market. It is managed by
a nodaraba managenent conpany whi ch nust subscribe to, and

mai ntain at | east 10 percent of the nmobdaraba. The concept is
that the "manager"” and the subscribers to the nodaraba's
certificates pool their respective resources of skill and
capital in profitable partnership. The nmanager receives a fee
anmounting to 10 percent of net profits of the nodaraba
together with rei nbursenent of costs. The remaining profit is
allocated pro rata to all certificate holders including the
manager in his capacity as a subscri ber

Modar abas may be general purpose (for various forns of
financing activity) or for a specific purpose (floated as a
source of finance for a specified type of activity or
project). O the 50-sone nodarabas floated to date, several
are engaged in | easing.

D. How to Finance Exports/Mthods of Paynent

Paki stan has a nodest export financing schenme, nmanaged by the
St at e Bank and channel ed t hrough conmerci al banks. It

provi des special credit facilities to certain exporters who
have irrevocabl e proof of orders.

The preferred nmeans of paynent for inports into Pakistan are
against a confirmed irrevocable Letter of Credit (L/O).

E. Availability of Project Financing

Project financing by the public sector in Pakistan is
general |y through a conbination of |ocal currency and foreign
exchange credits provided by various donors such as the
International Bank for Reconstruction & Devel opnent (IBRD),

t he Asi an Devel opnent Bank (ABD), and other multil ateral
sources. Governnent |oans and grants are al so used to finance
various projects. Each public sector agency and corporation
has an annual budget and forei gn exchange all ocation. Most
purchases are by international tender according to the rules
of the | oan-giving agency or type of credit.

Since 1967, the United States has won $2.6 billion in overal
procurenent. |In 1995, the U S. won $333 mllion in
procurenment contracts and consulting services. This
represents 9. 36 percent of overall procurenent from donor
menber countries. The U S. has consistently ranked first in
consul ting services awards, capturing about 20 percent of
total awards every year.

Interested parties should contact the U S. Liaison to the



Asi an Devel opnment Bank; Fax: (632) 890-9713.

Inits project financing role, the International Finance
Corporation (IFC), a nenber of the Wrld Bank G oup, both
provi des | oans and nakes equity investnents. Unlike nost
multilateral institutions, the | FC does not accept governnent
guarantees for its financing; it attenpts to price its finance
and service in line with the market, shares full project risks
with its partners, and seeks profitable returns. IFCis very
active in Pakistan. In the last three years the vol une of
financi ng approved by the IFC for its own account for projects
in Paki stan has nearly tripled.

F. Types of Projects Receiving Financi ng Support

Most funding is for government-sponsored and supported

i nfrastructure devel opnent projects, such as power generation
and comunications, as well as projects in the environnental
and soci al sectors.

The Asi an Devel opnent Bank, headquartered in Manila, is an

i nternational financial devel opment institution owned by 56
menber countries of which the United States and Japan are the
| argest sharehol ders. The Bank lent $5.5 billion in 1995 to
pronot e econom ¢ and social progress in its devel opi ng nenber
countries. The energy sector received the | argest share of

| ending, followed by social infrastructure, transport and
conmuni cati ons, agriculture and agro-industry, finance, and

i ndustry and non-fuel mnerals. The Bank's nedi umterm
strategy focuses on poverty reduction, inproving the status of
woren, popul ation planning and environnmental protection. The
Bank has al so assunmed a new role as a catal yst for

devel opnent. In inplenmenting this policy, the Bank will

| everage its own financial resources through co-financing and
ot her techniques to attract additional private capital in
fundi ng the devel opnment needs of its nenber countries.

A conmercial liaison office, which reports directly to the Ofice
of Multilateral Devel opnent Banks at the Commerce Departnent in
Washi ngton, assists U S. suppliers and consultants in w nning
contracts on projects and activities funded by the ADB. The

of fice includes a Senior Commercial Oficer and two (2) Commerci a
Specialists. One of the Specialists represents the United States-
Asi a Environnental Partnership (US-AEP) at the Bank. The Liaison
works closely with the U S. Executive Director who represents the
United States on the Bank's Board of Directors.

G List of Banks with Correspondi ng U S. Banking
Arrangenent s

Al major nationalized, foreign, and newy established private
banks have correspondent banki ng arrangenents with major U S.
banks. Major foreign and domestic banks operating in Pakistan
i ncl ude:

PAKI STANI BANKS FORElI GN BANKS
-- Al l'ied Bank of Pakistan -- ABN AMRO Bank N. V.

-- Askari Conmerci al Bank -- Anerican Express Bank



-- Bank Al Habib Limted -- ANZ G'indlays Bank
-- Bol an Bank Limted -- Bank of Anerica

-- First Wonen Bank Limted-- Credit Agricole Indosuez

-- Habi b Bank Limted -- Bank of Oman

-- Uni on Bank Ltd. -- G tibank

-- I ndus Bank Limted -- Deutsche Bank A G

-- Faysal Bank Ltd. -- Doha Bank Limted

-- Musl i m Conmer ci al Bank Ltd. -- Emrates Bank Intl.

-- Nati onal Bank of Paki stan -- Hong Kong & Shangha
Banki ng Cor p.

-- Prime Commercial Bank Ltd. -- Societe Ceneral e

-- Soneri Bank Limted -- Standard Chartered

-- United Bank Limted -- Bank of Tokyo

| X. BUSI NESS TRAVEL
A. Busi ness Custons

In 1997, Pakistan reverted to weekly holiday on Sunday, with half
wor ki ng day on Fridays. Mst governnent offices are open for
public dealing from9:00 a.m to 3:00 p.m on regul ar weekdays and
9:00 a.m to 12:00 noon on Fridays. Private busi nesses and

nmul tinationals usually operate from9:00 a.m to 5:00 p.m during
weekdays; however, nost international firnms are closed on
Sat ur days and Sundays.

B. Travel Advisory and Visas

Travel Advisory - Denonstrations, rallies, and processions nay
occur on short notice and may nmake it advisable for foreigners to
avoid particular regions or particular urban districts. Since a

| ocal situation can change rapidly, U S. travel ers shoul d exercise
caution, read the |ocal English-language newspapers, and check
with the consul ar sections of the U S. Enbassy or nearest U. S.
consul ate to ascertain whether there is any situation to which

t hey should be alert.

Visas - AIl U S citizens are required to have a valid passport
and Paki stani visa for entry into Pakistani. Visas are not
avai l able at airports on entry; they nust be obtained at Paki stan
m ssions abroad. In the United States, Pakistani visas nmay be
obt ai ned at the Enbassy of Pakistan in Washington or at Paki stani
Consul ates in New York and Los Angel es; applications may be nade
by mail to the Pakistani Consulate in New York only.

Busi ness visitors, however, may be granted a 30-day visa on
arrival at airports in Pakistan, according to a recent policy



announcenent .

To obtain a Pakistani visa, an applicant nmust submt a conpl eted
visa application, a current passport photograph, a valid passport
and proof of onward/return transportation. Applicants for
busi ness visas are required to submt a letter fromtheir conpany.
The period of validity nay be extended for periods of up to 6
nont hs by applying to the Mnistry of Interior in |Islanabad.
(Note: Visitors are advised to confirmcurrent procedures by
contacting the appropriate Pakistani diplomatic or consul ar post
covering their jurisdiction prior to undertaking travel.)

Visitors are allowed to inport the following itens free of duty
one canera and ten rolls of film 200 cigarettes or 50 cigars or
one- hal f kil ogram of manufactured tobacco; one personal conputer
along with accessories; personal effects, such as caneras,
typewiters, tape recorders, binoculars, may be admtted
duty-free, provided they are acconpani ed by a docunent certifying
that they will be re-exported on the owner's departure. The

i mport of alcohol is strictly prohibited; if alcohol is found, it
will be seized by custons officials. Export permts are not
normal |y required, but any antiques purchased in Pakistan should
be cleared with nuseumofficials in Karachi or Lahore to ensure
that their export is not prohibited.

U S citizens resident in, or visiting Pakistan, are encouraged to
register with the U S. Enbassy in Islanmabad or the U S. Consul ates
in Karachi, Lahore, or Peshawar. Foreigners planning to remain in
Paki stan for nore than 30 days mnust register at the nearest
district Foreigners' Registration Ofice.

Chol era, snmall pox, and yellow fever imunizations are required for
travelers arriving frominfected areas. An AIDS (H V)-free
certificate is also required for travelers intending to stay in
Paki stan for nore than one year. Malaria prophylaxis is
recommended by some physicians and various strains of hepatitis
are prevalent in Pakistan. Travel ers to Pakistan shoul d check
with their physician or the |local office of the U S. Public Health
Service for informati on on any unusual circunstances that m ght
necessitate additional protection. There are nedical facilities
in Karachi and |sl anabad conparable in standard to those in the
West, but good quality care is lacking in nost other areas.

U S. business travelers are encouraged to obtain a copy of the Key
Oficers of Foreign Service Posts: Quide for Business
Representati ves avail able for sale by the Superintendent of
Docunents, U.S. Governnent Printing Ofice, Washington, D.C

20402; Tel: (202) 512-1800; Fax: (202) 512-2250. Business

travel ers to Paki stan seeking appointnents with U S. Enbassy

| sl amabad officials should contact the Conmmercial Section in
advance. The Conmmercial Section can be reached by tel ephone at
92-51-2080- 2530, Fax at 92-51-823981, or enail at

il b@sb. consats. net. pk

C. Holidays
- List of Pakistani holidays for 2000:
Eid-ul Fitr Jan 9, 10, 11*



Paki st an Day March 23

Ei d-ul - Azha March 18, 19*

9t h/ 10t h of Muharram April 16, 17*

M | ad- An- Nabi June 17*

| ndependence Day August 14

| gbal Day Novenber 9

Bi rt hday of Decenber 25
Quai d-i - Azam

* (Based on the Islamc lunar cal endar and may differ in

the event by one or two days fromthe expected dates.)

During the Islamc nonth of Ranmazan (Ranmadan), observant Mislins
do not eat, drink, or snoke between sunrise and sunset. During
this nmonth, travel is nore difficult, the pace of business
activity slows (many offices close by md-day), and it is
therefore nmore difficult to acconplish business objectives.
Ramazan begi ns 29 or 30 days before the feast of Eid-ul-Fitr.

D. Wirk Wek

Si nce February 24, 1997, Pakistan has reverted to a six-day work
week extendi ng from Monday through Saturday. Wekly holiday has
now been changed from Friday to Sunday, mainly to facilitate

busi ness community's liaison with the international the narket

pl ace. Stores and offices remain closed on Sunday. The U. S.
government facilities in Pakistan continue to maintain a five-day,
Monday-t hr ough- Fri day work week.

E. Business Infrastructure

Transportation - Karachi's Quaid-i-Azam International Airport,
whose Ji nnah Term nal opened in August 1992, is the principal

i nternational gateway to Pakistan, although Islamabad, Lahore,
Peshawar, Fai sal abad and Quetta al so have a nunber of
international flights. An airport departure tax and a foreign
travel tax are levied on international passengers. (As of Apri
1999, the foreign travel tax is a flat 1500 rupees; the departure
tax ranges from 400 to 600 rupees, depending on the class of
travel ); and in addition, there is a 20 percent Central Excise
Duty on purchase of local air tickets and 1.5 percent Capital
Val ue Tax on purchase of international tickets.

St at e-owned Paki stan International Airlines (PIA) is the main
Paki stani carrier on international routes; Shaheen International,
Aer o- Asia and Bhoja Air have recently started flying to the Mddle
East and the Central Asian Republics. As of April 1999, the
donestic market is shared by PIA and three snmall private sector
carriers, Aero- Asia, Bhoja Air and Shaheen Air International.
PIA and its donestic conpetitors serve 36 destinations in

Paki stan. Karachi's Quaid-i-AzamlInternational Arport is the
country's main hub for international carriers, and there is also
limted international service by several international carriers
fromlslamabad and Lahore. No U S. carriers presently serve



Paki st an.

Paki stan's hi ghway systemis variable in quality. Al though there
are fast and confortabl e | uxury coaches on sone routes, flying or
private or hired cars would be the preferred node of inter-city
travel. Traffic drives on the left. Yellowtaxis are available
in nmost |arge and small popul ation centers. Wth the exception of
Karachi, taxi fares have to be negotiated. Car rentals are
available in major cities; rental of cars with drivers is
recormended. Private car ownership is recomended for |ong-term
residents; visitors require an international driving |icense.

Language - The official |anguage of Pakistan is Wdu. However,
al nost all Paki stanis involved in business and conmmerce of a
certain scal e have an adequate command of English

Conmmuni cations - Internal mail delivery is inexpensive and fairly
reliable. Armail letters take about six to eight days to reach
Eur ope and about eight to ten days to reach the U S. Delivery of
private courier packages (i.e. DHL, Federal Express, TNT, UPS) is
del ayed due to custons clearance. This nornally takes 2 or 3
days. Delivery tines for sea freight are considerably | onger and
nore vari abl e.

Standard e-mail, telegram facsimle, and telex services are
avai | abl e at post and tel egraph offices, larger hotels and at
privately owned Public Call Ofices. Cellular phones are
avai l abl e for visiting businessnmen and are at tinmes nore reliable
for international communications than the |ocal conventiona

tel ephones. Internet facility is currently available in all the
maj or cities of Pakistan.

Lodging - There are international-standard hotels in the major
cities of Pakistan. Four and five-star hotels in business centers
include the Avari Towers, Sheraton, Pearl Continental, and the
Marriott in Karachi; the Avari, Pearl Continental and Holiday Inn
in Lahore; the Faisal abad Serena in Faisal abad; the Marriott,
Holiday Inn and Best Western in |slanmabad; the Pearl Continental
in Rawal pi ndi; the Pearl Continental in Peshawar; and the Quetta
Serena in Quetta. Quoted rates for Islamabad hotels in April 1999
ranged from8,000 (plus 12.5 percent tax) rupees for a single, to
9,000 (plus 12.5 percent tax) rupees for a double; however various
di scounts may be available in conpetitive markets. The hotel
rates in Karachi may be slightly [ower than those of |sl|lanmabad.
Under a recently announced governnent policy, foreign nationals
are required to make all their hotel paynents in foreign currency.

The general standard of rental housing is quite good. Mst houses
and apartnents are rented unfurni shed and have three or nore
bedroons with attached baths. Leases typically are for two years
and require one year's rent in advance. 1In md-1999, the average
rental for an unfurni shed three-bedroom house in Karachi ranged
from 40,000 to 60,000 rupees per nonth.

Uilities - Electric current in Pakistan is 220/ 240 volts AC. Two
and three-prong plugs are in comon use. Voltage fluctuations and
power cuts are common; sensitive electric equi pment, such as
conputers, televisions, and stereos, should be fitted with voltage
regulators. Natural gas is used for cooking in larger cities.

The water supply is erratic in parts of Karachi, requiring



delivery by water tanker to residences in some areas. The
| sl amabad/ Rawal pi ndi area al so experiences serious water
short ages.

Ofice Rental - Prevailing nonthly rents for prine ground fl oor
of fice space (m d-1999) are approxinmately 55 to 70 rupees per
square foot in Karachi, 40 to 60 rupees in Lahore, and 40 to 45
rupees in Islamabad. Rents for office space above ground | evel
becone progressively lower. Tenants are generally responsible for
utilities. It is common practice for a one or two-year |ease to
require a security deposit of one year's rent.

School s - Karachi, |slamabad, and Lahore have privatel y-run
schools that follow the U S. systemof education. The Karach
Aneri can School and the International School of Islanmabad offer a
hi gh-qual ity academ c programthrough the 12th grade. The
significantly smaller Lahore American School, which has a majority
Paki st ani student body, also offers K-12 classes. There is also a
K- G ade 6 school in Peshawar.

Food and Drink - Pakistani food conbines el enents of Muighal | ndian
and M ddl e East cuisines and tends to be spicy. Specialties

i ncl ude kababs, tikka (barbecued spiced chicken, nutton, or beef),
korma (meat curry), koftas (meatballs), and pulao (spicy fried
rice). The staples are nan, chapati, and paratha (unl eavened
breads). Sone Western dishes are available in major hotels and in
restaurants in larger cities; the nost conmon international
restaurants are Chinese. Pizza Hut, Kentucky Fried Chicken,

McDonal d's, TA Friday and Subway have opened a few outlets in
Karachi and Lahore, and McDonal d's plans to start operations in
Karachi and Lahore. Al cohol is served only to non-Muslimtourists
in their hotel roons and is expensive.

F. Tenporary Entry of Goods

Al business travelers to Pakistan are allowed to bring tenporary
entry itens including the follow ng: currency, personal clothing
and handbag/ bri efcase, jewelry not exceeding Rs. 100,000, watch
and traveling clock, toilet goods in reasonable quantity,

spect acl es and ot her physical aids, electric iron, electric
shaver, canera with maximum5 rolls of film standard novie/video
canera, binoculars, portable nusical instrunents, portable tape
recorder, portable conputer, invalid chair in use, 200 cigarettes
or 50 cigars or tobacco (half a pound), perfune and toilet water
up to half a pint, confectionery and non-al coholic beverages not
exceeding Rs. 10,000 in value, and gifts and souvenirs not
exceedi ng Rs. 50,000 in val ue.

The 1998-99 Trade Policy also allows inport of 3 percent sanples
al ong with medi ci nes contai ning new chemcal fornulations. This
facility is valid for a period of three years fromthe date the
nmedicine is registered wwth the Mnistry of Health. This
exenption does not apply to narcotics, psychotropic and ot her
simlar drugs.

Construction conpanies and contracting firns are allowed to inport
machi nery on a tenporary basis upon authorization fromthe
M nistry of Conmerce. Under the new policy, the period of
tenporary inportation has been enhanced fromthe existing one year



to three years.
X. ECONOM C AND TRADE STATI STI CS
A. Country Data

-Popul ati on - The Governnent of Pakistan (GOP) estinmated that

Paki stan's popul ation was 134.5 mllion in July 1999, equating to
a popul ation density of about 169 people per square kiloneter. It
further estimated that this popul ation was 32.5 percent urban and
67.5 percent rural. This estinmate does not include approximtely
1.5 mllion Afghan refugees living in Pakistan. The census
conducted in 1998 reported a popul ati on of 130,588, 000. At that
time, 55.6 percent of the population lived in the Punjab, 23.0
percent in Sindh, 13.4 percent in the NWP, 5.0 percent in

Bal uchi stan, 2.4 percent in the Federally Adm nistered Tri bal
Areas (FATA), and 0.6 percent in the Northern Areas and the
federal capital of |slanmabad.

-Popul ation Gowh Rate - The CGovernnent has estinmated that
Paki stan's current population growh rate is 2.3 percent annually.

-Religions - Pakistan's raison d étre was to be the honel and for
Muslins living in British India. It is officially an "lIslamc
Republic", and 96.7 percent of Pakistanis were Muslimat the tine
of the 1998 census. The nmajority of Muslins are Sunni, but a
mnority, variously estimated at 15 to 25 percent, are Shi a;
Ismailis, an of fshoot Shia group led by Prince Kari m Aga Khan, are
prom nent in sonme northern areas. Shia-Sunni tensions have
increased in recent years and there have been occasional cl ashes,
particularly at the time of the Shia holy days of the 9th and 10th
of the Islamc nonth of Miharram

The 3.3 percent non-Muslimmnority consisted of Christians (1.6
percent of the total population), Hndus (1.5 percent), and
smal | er nunbers of Ahnadis (a once-Mislimsect denounced as
heretical by other Mislins and now decl ared non-Mislim by | aw),
Par sees, Si khs, Buddhists, and others. The |argest concentration
of Christians is in the northeastern Punjab; nost of the H ndus
live in eastern Sindh, in and around the Thar Desert.

- Governnent System - Pakistan is a denocratic Islamc republic
with a federal parlianmentary system of governnment. The system of

government is described in detail in Section IIl (Political
Syst en).
-Languages - There are twenty or nore spoken | anguages in

Paki st an, nost of them I ndo-Aryan. The Constitution designates as
the official |anguage Wdu, which is not indigenous to the area
and is the native | anguage only of the nohajirs, inmmgrants who
cane fromlindia at the tinme of Partition. U du devel oped in
north-central India and is linguistically very close to H ndi.
General Zia's governnment (1977-1988) sought to pronote further the
use of Urdu in education and governnent, but encountered

resi stance fromethnic groups wedded to their regional |anguages
and fromwell-to-do parents seeking to educate their children in
English to enhance their upward nobility. English is wdely
spoken anmong government officials and the m ddl e and upper



cl asses. Punjabi is the regional |anguage with the greatest
nunber of native speakers, followed by Sindhi, and Pushtu (al so
known variously as Pashtu, Pashto, and Pushto), which is spoken by
tribal groups in the NWP and parts of Bal uchi stan.

B. Donestic Econony

Year 1997/ 98 1998/ 99 1999/ 00( P)
GDP (current factor cost, 64. 3 60. 3 63. 60

in billions of $)

GDP Gowh Rate (% 4.3 3.1 5.0
GDP Per Capita (9) 483.0 483.0 480.0
Gover nment Spendi ng

as a %of CGDP 19.9 18.8 19.0
Inflation (%increase in

Consuner Price |ndex) 7.8 6.1 6.0
Unenpl oynent (% of work force) 6.1 6.1 6.5

For ei gn Exchange Reserves

(in mllions of US$, June 30) 823.0 1,680.0 1,500.0
Aver age Forei gn Exchange Rate

(rupees per US $) 43. 2 50. 2 55. 2
Debt Service 56. 3 55.1 46. 7

as % of export earnings
U S. Economic/Mlitary Assistance - - -
(P): Provisional
Source: State Bank of Paki stan Annual Report 1997-98. Paki stan
Econom ¢ Survey 1998-99.
C.  Trade

PAKI STAN TRADE DATA
(mllions of US $, unless otherw se noted)

Cat egory 1996/ 97 1997/ 98 1998/ 99

Total Paki stan Exports 8,096.0 8,420.0 6, 307.0
Total Pakistan Inports 11, 241.0 10, 315.0 7,515.0
Trade Bal ance -3,154.0 -1,895.0 -1,208.0
U S Exports 1,426.0 1,137.0 533.0

(July - March)

US. Inports 1,478.0 1,775.0 1,213.0
US % Share of Pak Inports 12. 7 11.0 7.9

Source: State Bank of Pakistan Annual Report 1997/98; Paki stan
Econom ¢ Survey, 1998/99. Note: FY 1998/99 trade data is for the



first ten months (July-April).
D. Investnent Statistics

Paki stan Trade Bal ance with Leadi ng Trade Partners, 1997-98
(in mllions of US $)

Country Exports | nports Bal ance
1. U. S 1,774.9 1,136.7 638. 2
2. Japan 363.1 793. 3 430. 2
3. Ger many 539.3 523.3 16.0
4. U K 593. 2 410. 2 183.0

Source: State Bank of Paki stan Annual Report 1997/98

Principal U S. Exports to Pakistan for PFY-1997-98
(in mllions of US $)

Rank Description Val ue
1. Machi nery 308. 3
2. Wieat and neslim 703.1
3. Fertilizer 111.3

4. Iron and Steel Chemcals 89.2
5. Transport equi pnent 54.6

Source: GOP's Mnistry of Commerce

Principal US. Inports from Pakistan for Pakistan Fiscal Year
1998/ 99

Rank Description Val ue

1. Textiles, articles of apparel, 1,046.0
made- ups and accessori es

2. Carpets and fl oor coverings 83.7

3. Sports goods 68. 8

4. Surgical instrunments 55.2

Sour ce: AP's Mnistry of Commerce



D. Investnent Statistics
GOP statistics on foreign direct investnent are set forth in the follow ng
t abl e:

I nfl ow of Foreign Private Direct |Investment in Pakistan
(inmllions of US $)

Country 1994/ 5 1995/ 6 1996/ 7 1997/ 8 1998/ 9
USA 176. 4 319.8 246. 2 256. 2 135.1
UK 38.7 331.7 240.1 135.3 76. 6
UAE 46. 8 52.8 19.2 54.9 4.9
Kor ea 40. 8 31.5 7.3 5.9 4.6
Cer many 17.6 26.0 17.6 24.0 18.7
France 13.5 14.0 10. 2 4.9 6.7
Hong Kong 2.2 33.9 7.5 2.1 0.8
Italy 0.3 0.5 1.8 0.9 0.2
Japan 16. 3 82.1 36.6 17. 8 51.3
Ar abi a 0.9 26.9 -17.0 1.2 1.0
Canada 0.4 0.8 1.7 0.5 0.0
Hol | and 4.5 11.9 7.7 26.9 5.4
O hers 84.0 169. 8 67.5 106.0 21.3
Tot al 442. 4 1111.7 699.1 601.1 326.7

Source: State Bank of Pakistan (1998/99 data is for the ten-nonth
period July-April).

The United Kingdomis the second |argest foreign investor in
Paki stan after the U S. with $854.4 nillion in foreign direct
i nvestment, followed by Japan ($233.8 mllion), Korea ($182.7
mllion), UAE ($131.2 nmillion), and Germany ($113.0 nillion).
Fi gures for Pakistani direct foreign investnent abroad are
unavai | abl e.

Xl. US. AND PAKI STAN CONTACTS
- U S Enbassy Trade Rel ated Contacts
1. In Pakistan

United States Enbassy

D pl omati ¢ Encl ave, Ramma 5

| sl amabad, Paki stan

Tel :  92-51-2080- 2530

Fax: 92-51-823981

Aner M Kayani, Conmercial Counsel or

U. S. Consul ate-General - Karach
8 Abdul | ah Har oon Road

Karachi, Sindh, Pakistan

Tel : 92-21-5685170

Fax: 92-21-5681749

U. S. Consul ate General - Lahore
50 Enpress Road

Lahore, Paki stan

Tel : 92-42-6365530-9

Fax: 92-42-6368901

U S. Consul ate - Peshawar



11 Hospital Road
Saddar

Peshawar, Paki stan
Tel : 92-91-279801-3
Fax: 92-91-276712
Principal Oficer

2. I n Washi ngton

U. S. Foreign Conmerci al

Service/l O

U S. Departnent of Commerce

Washi ngton, D.C. 20230

Tel : (202) 482-4836; Fax: (202-482-5179)
Chri stina Sharkey, Desk Oficer

Export-lnport Bank of the United States
811 Vernont Avenue, N W

Washi ngton, D.C. 20571

Tel: (202) 566-8885

Fax: (202) 566-7524

Vice President - Asia

U S. Departnent of State

Paki stan Desk O ficer

Paki st an, Afghani stan, Bangl adesh Affairs Ofice of South Asian
Affairs (SA PAB)

2201 C Street, N W

Washi ngton, D.C. 20520

Tel : (202) 647-7593

Fax: (202) 647-3001

Ofice of the U S. Trade Representative
W nder Bui |l di ng

600 17th Street, N W

Washi ngton, D.C. 20506

Tel : (202) 395-6813

Fax: (202) 395-3512

Director for Taiwan and South

Asian Affairs

U S. Dept. of the Treasury

Ofice of Asian and Near East Nations
1500 Pennsyl vania Ave. N W

Washi ngton, D.C. 20220

Tel : (202) 622-0359

Overseas Private |Investnent Corporation
1100 New York Avenue, N W

Washi ngton, D.C 20527

Tel: (202) 336-8574

U S. Departnent of Agriculture
USDA/ ERS/ ATADY APR

Room # 608d

1301 New York, Ave. N. W

Washi ngton, D.C. 20005-4789
Tel : (202) 219-0610

Fax: (202) 219-0942



Export Credits

Pr ogr am Devel opnment Di vi si on
Ag. Box # 1034

Forei gn Agricultural Service
Washi ngton, D.C. 20250-1034
Tel : (202) 720-6301

Fax: (202) 690-3077

Paki st an Enbassy

2315 Massachusetts Ave. N W
Washi ngton, D.C. 20008

Tel :  (202) 939-6200

Fax: (202) 387-0484

- Bilateral Business Councils

Amreri can Busi ness Council of
Paki st an

NI C Buil ding (6th Fl oor)
Abbasi Shaheed Road

G P. O Box 1322

Karachi 74400

Tel : 92-21-5676436

Fax: 92-21-5660135

- Trade & Industry Associations
In the United States

U S. Feed Grains Council

Dr. T. J. Vorachek

Regi onal Director

P. O Box 5285

Dubai, United Arab Emrates
Tel : (9714) 243880/ 243879
Fax: (9714) 243882

U. S. Weat Associ ates

M. Mark Sanson

Vice President for Asia

541 Orchard Road # 15-02
Li at Towers

Si ngapore 238881

Tel : (065) 7374409 - 7374311
Fax: (065) 733-9359

Anerican Soybean Associ ation

c/ o Khungar's Busi ness Center #5

3rd floor, Yashwant Pl ace

Chanatya Puri

New Del hi -110021, India

M. Virgil D. Medena

Regi onal Director

Asi a Sub-conti nent

Tel : 91-11-687-0600; fax: 91-11-687-9300

Nat i onal Renderers Associ ation
27e Kam Kin Mansi on 123

Cai ne Road

Hong Kong



Tel : 5-490378

Fax: 852-895-5546

M. Phillip W Laney
Asi a Regional Director

U S Hde, Skin & Leather Association
Pr esi dent

1700 North Moore Street

Suite 1600

Arlington, Va. 22209

Tel : (703) 841-5485

Fax: (703) 841-9656

| n Paki st an

Federati on of Pakistan Chanbers of Commrerce & I ndustry
Federati on House, Main difton

P. O Box 13875

Kar achi

Tel : 92-21-5873691-94, 5873640-41

Fax: 92-21-5874332

Pr esi dent

Overseas I nvestors Chanbers of Commerce and | ndustry
Chanber of Conmerce Buil di ng

Tal pur Road, P.O Box 4833

Karachi 74000

Tel : 92-21-2426076

Fax: 92-21-2427315

Pr esi dent

Karachi Chanber of Commerce and | ndustry
Al wan-e-Tijarat Road

Kar achi - - 74000

P. O Box 4158

Tel : 92-21-2416091- 94

Fax: 92-21-2416095

Pr esi dent

Si ndh Industrial Trading Estate (SI TE) Association
H 16 SITE

Karachi 75700

Tel : 92-21-2562884, 2560705

Fax: 92-21-2562884, 2563119

Chai r man

| sl amabad Chanber of Conmerce and I ndustry
Al wan- e- Sanat - o-Ti j arat Road

Mauve Area, Sector G 8/1

| sl amabad, Paki stan

Tel : 92-51-250526- 253145

Fax: 92-51-252950

Pr esi dent

Rawal pi ndi Chanber of Commerce and | ndustry
Chanber House, 108- Adan) ee Road

Rawal pi ndi, Paki st an

Tel : 92-51-584397, 566238

Fax: 92-51-586849

Pr esi dent



Lahore Chanber of Conmerce and | ndustry

P. O Box 597, 11-Race Course Road

Lahore, Paki stan

Tel : 92-42-6305538, 6365737; Fax: 92-42-6304633, 6368854
Pr esi dent

Sar had Chanber of Commerce & Industry
Sar had Chanber House

G T. Road

Peshawar, Paki st an

Tel : 92-91-215459 and 216398

Fax: 92-521-217412

Pr esi dent

Quetta Chanber of Commerce & Industry
P. O Box 117, Zarghoon Road

Quetta (Bal uchi stan), Paki stan

Tel : 92-81-821943

Fax: 92-81-821948

Pr esi dent

Paki stan Chem cal s & Dyes
Manuf act urers Associ ati on
Chem cal & Dyes House
Ranmbharti Street

Jodi a Bazar

Karachi, Paki stan

Tel : 92-21-7732486

Paki st an Readynade Garnents Manufacturers Associ ation
53, ldrees Chanbers, 4th Fl oor

Tal pur Road

Karachi, Pakistan

Tel : 92-21-2416469

Fax: 92-21-4550699

Paki stan Sports Goods Manufacturers &
Exporters Associ ation

Pari s Road

Si al kot, Paki stan

Tel : 92-432-267962; 265080

Fax: 92-432-261774

Paki stan Sugar MI|ls Association
24-D, Rashid Plaza, Jinnah Avenue
| sl amabad, Paki st an

Tel : 92-51-270525, 823971

Fax: 92-51-274153

The Surgical Instrunents Manufacturers
Associ ation of Paki stan

Kut chery Road

Si al kot, Paki stan

Tel : 92-432-266240; 263016

Fax: 92-432-265978

- CGover nnent of Pakistan O fices

M nistry of Foreign Affairs



Constitution Ave.

| sl amabad, Paki st an

D rector for the Anericas
Tel : 92-51-9201757

Fax: 92-51-9202262

M nistry of Industries

Secretary

Bl ock A, Pakistan Secretariat, Roon¥#¥ 111
| sl amabad, Paki st an

Tel : 92-51-9211709; 9210192

Fax: 92-51-9206305

M ni stry of Conmerce
Secretary

Bl ock A, Pakistan Secretari at
| sl amabad, Paki st an

Tel : 92-51-9201816; 9210277
Fax: 92-51-9203104

M nistry of Food, Agriculture

& Cooperatives

Block B, 3'® Floor, Pak Secretari at
| sl amabad, Paki stan

Tel : 92-51-9210351; 824756

Fax: 92-51-9221246

M nistry of Finance
Secretary

Q Bl ock, Pakistan Secretari at
| sl amabad, Paki stan

Tel : 92-51-9211518, 9202253
Fax: 92-21-9205166

Gvil Aviation Authority
Headquarters

19 Li aquat Barracks

Kar achi

Tel : 92-21-9201551

Fax: 92-21-9201514

D rector GCeneral

Securities Exchange Conm ssion
M nistry of Finance

State Life Bldg, 7-Blue Area

| sl amabad

Tel : 92-51-9207091

Fax: 92-51-9208740

Chai r man

Directorate CGeneral Defense Purchase (DGEDP)
M nistry of Defense

Def ense Production Division

Pak Secretariat No.Il

Rawal pi ndi

Tel : 92-51-9270967

Export Pronotion Bureau
Gover nnent of Paki st an
Fi nance and Trade Center



Shar a- e- Fai sal

Kar achi

Tel : 92-21-9206471; 9206487
Fax: 92-21-9206483

Board of | nvestnent

Prime Mnister's Secretari at
Attaturk Avenue, G5/1

| sl anabad

Tel : 92-51-9218439, 9217231
Fax: 92-51-9203281

Secretary

Central Board of Revenue

CBR House (opposite Parlianment House)
| sl anabad

Paki st an

Tel : 92-51-9201938

Fax: 92-51-9205308

Karachi Port Trust

Edul j ee D nshaw Road

Kar achi

Tel : 92-21-2311534; 2310374
Fax: 92-21-2311567

Chai r man

Paki st an Cust ons
Cust om House Kar achi
Tel : 92-21-201155
Fax: 92-21-200492

Paki st an St eel

Bin Qasim

Kar achi

Tel : 92-21-77694496; 4915764-67
Fax: 92-21-4913080

Chai r man

Pakistan Int'l Arlines

Pl A Bui | di ng

Quai d-e-AzamInt'| Airport
Kar achi

Tel : 92-21-4572011

Fax: 92-21-4570419, 4572225
Chai r man

Port Qasim Authority

Bin Qasim

Kar achi

Tel : 92-201- 7737640, 7737601-20, 730109
Chai r man

St ate Bank of Paki stan
Central D rectorate

St at e Bank Bui | di ng

| .1. Chundrigar Road

Kar achi

Tel : 92-21-2417864, 2419036
Fax: 92-21-2417865, 2416608



Cover nor

Paki st an Tel ecommuni cati on
Conpany Limted (PTCL)

Head Quarters, Sector G 8/4
| sl anabad

Tel : 92-51-282890, 844463
Fax: 92-51-843991

Chai r man

Paki st an Touri sm Devel oprent

Cor porati on (PTDC)

House No. 170, Street 36, F-10/1
| sl amabad

Tel : 92-51-294790

Fax: 92-51-294590

Managi ng Director

Privatizati on Comm ssi on

M nistry of Finance & Econom c
Affairs

5-A, Constitution Avenue
Expert Advisory Cell Building
| sl anabad

Tel : 92-51-9208276, 9211285
Fax: 92-51-9203076

Chai r man

Paki st an Envi ronnental Protection Agency
Kul soom Pl aza, 3rd Floor, Blue Area

| sl anabad

Tel : 92-51-9217882

Fax: 92-51-9202211

D rector Ceneral

Monopoly Control Authority
M nistry of Finance

P.O Box 1227

Uni on Pl aza, Blue Area

| sl amabad, Paki stan

Tel : 92-51-9203768

Fax: 92-51-9219218

D rector

Paki st an Rai | ways
Headquarters

Al |l ama | gbal Road
Lahore

Tel : 92-42- 6365460
Fax: 92-42-6367673
General Manager

Wat er & Power Devel opnment Authority
WAPDA House, The Mal |

Lahore

Tel : 92-42-9202222

Fax: 92-42-9202454

Chai r man

- Market Research Firns



Aftab Associates (Pvt.) Ltd. (Head office)
5-E/1 Commercial, Qulberg-I1I

Lahore 54660

Tel : 92-42-5710987, 5754690, 5754693

Fax: 92-42-5711020

Busi ness Research Bureau
A- 4 Shaheen Chanbers

Block 7 & 8 Coomerci al Area
K.C.H S., Karachi

Tel :

Fax: 92-21-445423

El P I nvestors Service

Al - Masi ha Bui | di ng

47 Abdul | ah Har oon Road

P. 0. Box 7843, Karach

Tel : 92-21-7728963, 7728434, 7728957
Fax: 92-21-7727582, 7736324

Mar ket Research Link
403 Fai yaz Center
3-ASMC. HS.
Shahr ah- e- Fai sal
Karachi 74400

Tel : 92-21-4540502
Fax: 92-21-4554120

Dat anat i on

21/ 1, 28 Street

D.H S., Phase V

Karachi, Paki stan

Tel : 92-21-577529; 570672
Fax: 92-21-5870004

- Commer ci al Banks

Al |i ed Bank of Pakistan Ltd.
14th Floor, N C Buil di ng
Abbasi Shaheed Road

O f Shahr a- e- Fai sal

Kar achi

Tel : 92-21-5678071

Fax: 92-21-5682565

Chai r man

First Whnen Bank

7th Fl oor, Mehdi Towers

S MCHS

Shar a- e- Fai sal

Kar achi

Tel : 92-21-4553110, 4556093
Fax: 92-21-4556983

Pr esi dent

Habi b Bank Limted
Habi b Bank Pl aza
|.1. Chundrigar Road
Kar achi



Tel : 92-21-2418000
Fax: 92-21-2414191
Pr esi dent

Musl i m Comrer ci al Bank

Adanj ee House

|.1. Chundrigar Road

Kar achi

Tel : 92-21-2414099, 2414090, 2415354
Fax: 92-21-2416982

Pr esi dent

Nat i onal Bank of Paki stan
NBP Bui | di ng

|.1. Chundrigar Road

P. O Box 4937

Kar achi

Tel : 92-21- 2416780, 2416612
Fax: 92-21-2410202

Pr esi dent

United Bank Limted

State Life Building No. 1
|.1. Chundrigar Road

Kar achi

Tel : 92-21-2417021, 2147022
Fax: 92-21-2413492

Pr esi dent

Anerican Express Bank Ltd.
Shaheen Commerci al Conpl ex
Dr. Zi auddin Ahmad Road

Kar achi

Tel : 92-21-2630349, 2630343
Fax: 92-21-2631803

ANZ Gri ndl ays Bank

G i ndl ays Bank Bui |l di ng
| .1. Chundrigar Road
Karachi 74000

Tel : 92-21-2412671

Fax: 92-21-2414914

Bank of Anerica

Jubi | ee | nsurance House
|.1. Chundrigar Road

Kar achi

Tel : 92-21-2412528, 2412520
Fax: 92-21-2415371

Banque | ndosuez

Mohanmmadi House

.1. Chudrigar Road

Karachi 74000

Tel : 92-21-2417146, 2417155
Fax: 92-21-2417503

G ti bank
State Life Building 1
I.1. Chudrigar Road



Kar achi 74000
Tel : 92-21- 2412883
Fax: 92-21-2424474

Deut sche Bank AG
Uni t owers

|.1. Chudrigar Road
Kar achi

Tel : 92-21-2419619
Fax: 92-21-2416970

Hong Kong and Shanghai Bank
Shaheen Commerci al Conpl ex
M R Kayani Road

Kar achi

Tel : 92-21-2630387, 2630386
Fax: 92-21-2635126

The Bank of Tokyo Ltd.
Shaheen Conpl ex, 1st Fl oor
M R Kayani Road
Karachi 74200
Tel : 92-21-2630171, 2630175
Fax: 92-21-2631368
- Miltilateral Devel opnent Bank O fices

The Worl d Bank

20- A, Shara-e-Janhuri at

Ramma 5, P.O Box 1025

| sl anabad

Tel : 92-51-819781; Fax: 92-51-279648

Asi an Devel opnment Bank

Paki st an Resi dent M ssion

OPF Bui |l di ng, Shara-e-Janhuri at
G 5/ 2, |slamabad

Tel : 92-51-825011; Fax: 8233324

- TPCC Trade Center in Washi ngton
1- 800- USA- TRADE

U S. Departnent of State Ofice for Business Affairs
Tel ephone: 202- 746-1625; Facsimle: 202-647-3953

U S. Departnent of Commerce Country Desk O ficer
U. S. Foreign and Commercial Service

U S. Departnent of Commerce

Washi ngton, D.C. 20230

Tel : (202) 482-2955; Fax: 202-482-5330

Kent Stauffer

| EP/ ANESA/ CSA

Forei gn Agricultural Service
U S. Departnent of Agriculture
14t h & | ndependence Ave. SW
Washi ngton, D.C. 20250-1080
Tel : (202) 720-7053

Fax: (202) 720-6063

AVE/ FAA



U S. DQOA FAS Trade Assi stance and Pronotion O fice
Tel ephone: 202-720- 7420

X, MARKET RESEARCH AND TRADE EVENTS

-  Market Research

The Forei gn Commercial Service in Pakistan schedul es the foll ow ng
i ndustry sector/sub-sector anal yses (I1SAs) for U S. fiscal year
2000:

DNT - Dental Equi prent

POL - Water & Wastewater Treatnent Equi prent
PCl - Process Control Equi pnent

INS - Insurance Services

ICH - Organic Industrial Chemcals

OGM - Ol and Gas Field Machi nery and Equi pnent
TEL/ TES - Tel evision Cabl e I ndustry

AVS - Aviation Services

POL - Solid Waste Managenent & Recycling Equi prent
TRA - Thene and Anusenent Park

FPP - Fruit & Vegetable Processing Equi prent
YAR - Yarn

Note: A conplete list of market research is available on the
NTDB.

- Trade Events Schedul e

Fol | owi ng Post Initiated Pronotion Events are proposed for Fiscal
Year 2000 for Pakistan:

Event Type

- Exhi bit USA 2000 Product/ catal og exhi bition
(April 2000 -- Islanmabad)

- Exhi bit USA 2000 Product/ catal og exhi bition

- (August 2000 -- Karachi)

- Medi cal Equi prent Cat al og Show
(Novenber 1999 -- Karachi)

- Fabrics, Textile Machinery
and Equi prent Cat al og Show
(Novenber 1999 -. Karachi)



