
 

 

PHMEA’s sensible suggestion 
Page NO.18 Col No.01 
 
Authorities in Pakistan have taken several measures over the last few months to restrict 
imports and reduce the growing trade deficit of the country. However, seen closely, all 
of these measures may not yield the desired result. Khurram Khawaja, Chairman of the 
Pakistan Hosiery Manufacturers and Exporters Association (PHMEA), has expressed 
his concern over the inconvenience caused to exporters in completion of their orders 
due to disallowing exporters to make advance payment up to dollar 10,000 per invoice 
for the import of all eligible items without the requirement of an LC or a Bank Guarantee 
from the supplier abroad. However, in case, Authorised Dealers deem that a request on 
the subject merits consideration, they may approach SBP along with appropriate 
recommendations on a case-to-case basis. Nevertheless, the SBP has not processed a 
single request till date and the time consumed at the SBP for this purpose was not at all 
affordable for export sector in this highly competitive world. The dollar value of 
accessories is nominal and opening of an LC is neither feasible nor workable but highly 
time consuming. In some cases, buyers nominate foreign supplier of price tags from 
which exporters ought to import price tag for garments manufactured for export and that 
price tag’s cost is only dollar 250 which a supplier needs in advance. Hence, exporters 
used to transfer that amount via TT through bank and send a copy of TT to a supplier 
and the very same day that supplier could send a price tag through courier service 
which is a matter of routine. Several import consignments are pending as suppliers 
need advance payments and this leads to cancellation of orders and decrease in 
exports. The PHMEA Chairman and the Executive Committee, therefore, demanded the 
SBP resolve this burning issue by allowing Export-Oriented Units (excluding commercial 
importers) to make advance payments against imports up to dollar 10,000 per invoice 
for the import of all eligible items without the requirement of an LC from the supplier 
abroad.  
 
We feel that the demand of PHMEA has a merit and needs urgent attention of the 
relevant authorities. Obviously, the above move by the central bank has been 
introduced to restrain imports and reduce the trade deficit of the country but such a 
move could prove to be counter-productive by hindering the smooth process of future 
export orders, leading to a decline in foreign inflows. The claim of PHMEA seems true 
that the latest restriction of the SBP could severely affect the export-oriented industries 
and create hurdles in meeting export commitments in time, besides increasing cost of 
business. It is true that, in general, exporters used to import trims and accessories from 
the buyers’ nominated foreign suppliers through advance payments because foreign 
suppliers only start working after receiving advance payment but this is not possible 
anymore. Naturally, Export-Oriented Units have to abide by buyers’ requirement 
otherwise future orders will be harder to get and foreign buyers could approach other 



countries for their requirements. It may be mentioned that the SBP through a circular 
dated 14th July, 2018 has withdrawn the facility extended to manufacturers to import 
even the basic raw materials used in export items or advance payments up to 100% of 
the value of goods and up to dollar 10,000 per invoice for the import of all eligible items 
without the requirement of an LC or a Bank Guarantee from the suppliers abroad. 
Clearly, this has created a lot of problems for the hosiery manufacturers and exporters 
and if the restriction is not withdrawn, not only exports of the country would suffer but 
the measure could create unemployment in the hosiery sector. Moreover, the dollar 
value of accessories and trims is nominal and this nominal value could be more than 
compensated by the increase in exports. It is quite possible that some of the other 
exports may have also been affected by the SBP’s restriction dated 14th July, 2018. 
We, therefore, urge upon the SBP authorities to re-examine the whole issue with a view 
to removing the said restriction on the products which are able to earn more foreign 
exchange than the cost of foreign inputs used in their processing.  


