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AS Pakistan’s problems deepen, and its politicians carry on with their bickering, the country’s air is heavy with discord. However, somehow rising above the din is an emphatic message: Washington must offer more market access to Pakistani exports. 

This call has been issued for several years by trade policymakers and industrialists representing major export sectors. Yet in recent months it has been made from the highest government levels, including top officials at the foreign ministry and President Zardari. One even hears the market access mantra uttered by municipal leaders. Speaking at Columbia and Harvard universities in November, Karachi nazim Syed Mustafa Kamal implored America to make Pakistani exports duty-free. 

Pakistan’s wish for freer trade with the United States is understandable. Unfortunately, it is also highly unlikely to be fulfilled anytime soon. 

Why understandable? First, the reasoning is sound: a greater US market for Pakistani goods can stimulate local industries, boost employment and invigorate Pakistan’s dragging economy. And while poverty is not the sole driver of militancy, the appeal of extremism can undoubtedly be diminished by better livelihoods and financial prospects. 

Second, it is undeniable that Pakistan’s exports are penalised harshly when they arrive at US borders. American import duties on Pakistani textiles have sometimes approached 20 per cent, while other countries’ exports to the US have enjoyed minimal tariffs. Such discrimination also puts Pakistan at a stark disadvantage with its textile-exporting competitors from the developing world, many of whom are tariff-exempt in US markets. 

Islamabad is clearly justified in pleading with Washington to tear down its trade barriers. Yet this pleading will have little effect for the foreseeable future, and for several reasons. 

One reason is the low value of Pakistan’s exports. When importing nations bestow a preferential status on international exports, they do so because the goods are deemed of sufficiently high value to warrant such treatment. However, about 80 per cent of Pakistan’s manufactured exports, and roughly two-thirds of its total exports, consist of low-value, low-tech textiles and clothing. In an era of cutting-edge technologies and services, nations are much more likely to waive import duties on coveted electronics than on towels and T-shirts. 

To be sure, the US does accord preferential treatment to other nations’ textile exports. However, most of these countries have worked out arrangements with Washington that establish special economic zones to produce goods that earn preferential access in US markets. No such arrangements exist in Pakistan. 

While there has been talk about creating such zones along Pakistan’s border with Afghanistan, current prospects are dim. The Durand Line is a highly inhospitable environment for manufacturing centres. This volatile area lacks not only security, but also the large quantities of energy and water resources needed for intensive production. 

The US is not guiltless in this story. Suppose that US borders are suddenly deluged by high-value and desirable Pakistani exports. Would America automatically shower them with preferences? Don’t bet on it. In recent years, there have been several US attempts to institute duty-free trade policies targeting Pakistani goods, including a bipartisan congressional proposal that would have dropped tariffs on goods from Pakistan and 17 other Muslim countries. However, such attempts have either died out or been rebuffed. 

These initiatives were stymied during the generally pro-free trade era of the Republican president George W. Bush. This bodes poorly for Pakistan’s prospects today with Democrats in charge in Washington, because Democrats tend to adhere less strictly to free-market orthodoxy than do Republicans. 

Indeed, in just the last few months, the Obama administration has reared its protectionist head and slapped import tariffs on Chinese steel pipe and tyres — essential products for the US oil and automobile industries and considerably more value-added than Pakistani textiles. 

Then there is the formidable American textile lobby, which exercises great influence on Capitol Hill. With the US economy struggling (the country shed 85,000 jobs last month, and unemployment stands at 10 per cent), and with billions of additional dollars soon to be spent on Obama’s new Afghanistan strategy, neither Congress nor the president will be rushing to embrace policies that could jeopardise US manufacturing jobs. 

Islamabad has countered that a flow of tariff-free Pakistani textiles into the US would not pose a threat to the American workforce, because the amount of such exports would be relatively modest. Perhaps so, but reducing Pakistan’s high unemployment and improving its deeply troubled economy — Pakistan’s prime justifications for seeking more market access — will require a substantial, not modest, increase in US-bound textile exports. 

Ultimately, short of inking a free-trade agreement with the US (presently a non-starter), Pakistan has little assurance of gaining better access to American markets anytime soon. If it is any consolation, Washington’s tariff policies towards Pakistani exports have not affected overall US-Pakistan trade volume, which has remained steady at about $5.5bn since 2006 (and according to US government figures, Pakistan’s US-bound exports actually increased slightly between 2007 and 2008). Still, Pakistan’s economic and security interests demand that its exports be given more free and fair access to markets overseas. 

So what to do? One word: diversify. Pakistan should target export destinations it has largely neglected — particularly major economies like Australia, Japan and South Korea — that may offer better duty-free opportunities than the US. Pakistan should also intensify its production of electronics and pharmaceuticals — growing sectors in Pakistan whose goods can potentially penetrate global export markets in ways that textiles cannot. 

To be sure, such changes will not be easy, and given Islamabad’s long legacy of special treatment for the textile industry, may not even be possible under current circumstances. Yet unless something is done, Pakistan’s abiding hope for better access to the world’s export markets — whether in the US or elsewhere — will likely be dashed.

