
            23rd July, 2019 

 
 
Trade imbalance 
PAKISTAN has locked in its 22nd IMF bailout. To extricate itself from this cyclical dependency, it 
must increase exports. In business terms, we need to start clearing a profit. However, Pakistan is 
deep in the red and on a trajectory of increasing deficits. Its total trade volume is $84 billion; only 
roughly $23bn of that is exports. Our neighbours are doing better. Pakistan’s exports increased by 
only 50pc from 2005 to 2017, according to the World Bank’s Pakistan at 100 report. India’s exports 
of goods and services increased by 216 per cent; Bangladesh’s by 250pc; and Vietnam’s by 519pc. 
Pakistan’s share of the total value of the exports of all countries in the world declined from 2003 to 
2017, while Bangladesh’s increased. 
 
A preliminary analysis of Pakistan’s low level of export is depressingly simple. While many 
countries would have dozens of categories of exports, graphs in the online version of this article 
show that Pakistan only has a few, and the diversity of its export base relative to other countries has 
declined. If we again compare the country to a business, we would be like a store that was selling 
five products in 2014 and had not broadened its offerings four years later. If Pakistan does not 
diversify its exports, it is placing too much risk on a small number of commodities and losing out on 
opportunities to serve new markets. 
 
This traditional analysis can reveal stagnation in trade that underlies the trade imbalance, but cannot 
tell us much about cause-and-effect relationships that can inform better trade policy. To understand 
firm-level heterogeneity — or why some businesses do better than others — we need firm-level data. 
This will help identify high-performing sectors and eventually allow policymakers to understand the 
underlying constraints that inhibit widespread growth. This would, in turn, allow the provision of 
right incentives to facilitate productivity improvements and inform policymakers on how to develop 
closely related sectors and identify new tradable sectors for investments. 
 
This data exists in Pakistan in disparate forms. Effective analysis would require collecting or 
merging it and making it available for analysis. However firm-level data is typically not released for 
independent rigorous analysis by researchers and think tanks, eg, the Census of Manufacturing 
Industries includes data useful for analysing trade and informing policy, but the 2017 edition has not 
been approved for release. 
 
    Pakistan needs to diversify its exports. 
 
Pakistan is a member of the Open Government Partnership: a consortium of over 70 countries 
committed to substantive improvements in fiscal transparency, information access, asset disclosure 
and citizen engagement. Yet, it has missed three deadlines to formulate and present a National 
Action Plan. 
 
The government should open up its firm-level data to researchers and the public. Evidence suggests 
that innovation is spurring average productivity globally and firms in Pakistan can achieve much 
more with the same resources by innovating in the right dimensions, industries and sectors. The 
Sialkot soccer ball cluster is made up of a large number of manufacturers who export approximately 
60 million hand-stitched soccer balls each year, accounting for about 70pc of global production. 
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Over several years, the number of balls produced in Sialkot declined. However, a randomised 
controlled trial housed at the Centre for Economic Research in Pakistan (CERP) showed that new 
technology reduced material costs by 6.9pc and a new incentive scheme increased probability of 
technology adoption by 32pc. 
 
This study required researchers gathering the data themselves, but on a larger scale, firm-level 
analysis can uncover the underlying features and drivers which would accelerate exports and boost 
domestic productivity. The opportunities for Pakistan to increase its exports are staggering. This can 
be clearly seen by examining Pakistan’s trade with its closest neighbours. Even though India and 
China are geographically separated from Central Asian countries, they do a much higher volume of 
trade: China at $21bn and India at $364m in 2017, compared to Pakistan’s $81m. 
 
Pakistan needs to diversify its exports to serve these new markets. To do that we must answer this 
question: how can trade policy optimally allocate resources to diversify, serve new markets and help 
the existing industries to scale? Export firm-level data can also delineate the optimal spatial 
distribution of firms within Pakistan to minimise transportation costs, and inform policy choices and 
public discourse if Pakistan is to exploit the CPEC investment. 
 
In Pakistan, governments have had well-intentioned policies based on anecdotal evidence, with far-
reaching implications. Opening data and allowing independent analysis can help craft more effective 
trade policy, boost regional trade and drive export-oriented growth. 
 
Maroof Ali Syed is CEO, CERP. Maha Rehman leads the Analytics Unit at CERP. A longer version 
of this article appears on the newspaper’s website. 
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