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ECONOMIC OVERVIEW

GDP (Purchasin ower parit
$2.223 trillion (2010 est.)
Inflation rate

6.9% (2010 est.)

Agriculture products

Grain, sugar beets, sunflower seed, vegetables, fruits; beef, milk
Industries

Complete range of mining and extractive industries producing coal, oil, gas,
chemicals, and metals; all forms of machine building. from rolling mills to high-
performance aircraft and space vehicles; defense industries including radar, missile
production, and advanced electronic components, “.shipbuilding; road and rail
transportation equipment; communications equipment; agricultural machinery,
tractors, and construction equipment; electric power generating and transmitting
equipment; medical and scientific instruments; consumer durables, textiles,
foodstuffs, handicrafts.

Exports
$373.05 billion (2010 est.)

Export commodities

Petroleum and petroleum-products, natural gas, metals, wood and wood products,

chemicals, and a wide"variety of civilian and military manufactures.

Export partners

Netherlands;Italy, China, Germany (2010)

Imports

$217:4 billion (2010 est)

Import commodities

Machinery, vehicles, pharmaceutical products, plastic, semi-finished metal products,

meat, fruits and nuts, optical and medical instruments, iron, steel etc.

Import partners

China 17.95%, Germany 12.24%, Ukraine 6.44%, Japan 4.74%, Italy4.61%, 65)
Pakistan 0.07% (2010 est.) (Source: CIA Factbook-www.cia.gov)
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DOING BUSINESS IN RUSSIA

Burdensome regulations continue to hinder private-sector development. The
regulatory system suffers from corruption and a lack of transparency. Bureaucratic
obstacles and inconsistent enforcement of regulations inject considerable uncertainty
into entrepreneurial decision-making and are a particular problem for small

businesses.

TARIFF & NON TARIFF BARRIERS

Russia’s weighted average tariff rate was 5.9 percent in 2009. Prohibitive tariffs,
services market barriers, import and export restrictions, non-transparent regulations
and standards, discriminatory licensing, complex and non-transparent customs
valuation and administration, subsidies, corruption,and weak enforcement of

intellectual property rights add to the cost of trade.

BANKING SYSTEM

Russia’s small, undeveloped financial sector remains vulnerable to heavy government
influence. State-owned banks dominate, the banking sector and account for over one-
third of total assets. Bank supervision and transparency are insufficient, although
regulation was improved in 2006. The more than 1,000 licensed and registered
banks are generally small Jand undercapitalized, but consolidation is underway.
Capital markets are _relatively small but growing and are dominated by energy
companies. The global financial turmoil provided an impetus for bank consolidation.
More than 60 banks were eliminated, but the government prevented the closure of
large lenders.. Tighter capital requirements were established in 2010. The
government has channeled large amounts of state funds to prop up failing financial

institutions.

(Source: www.heritage.org)
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PAKISTAN - RUSSIA BILATERAL TRADE

The table below illustrates the pattern of trade during the last 03 years. The
statistical data of bilateral trade reveals that our exports have increased from US$
127M in 2008 to 144M in 2010 indicating an increase of 13.3%. Our imports from
Russia have decreased from US$ 583.8M in 2008 to 156.8M in 2010 indicating a
decrease of 73% during last three years. As the table shows Pakistan has negative
trade balance with Russia. Our major exporting products to Russia are cotton, fruits,
cereals, manmade staple fibres, textiles, leather products, sports goods, surgical,
ores, slag and ash etc. Our major importing products from Russia are fertilizers; iron
and steel, rubber and articles thereof, paper & paperboard, machinery, nuclear
reactors, boilers, copper and articles thereof, edible vegetables, manmade staple
fibres, organic chemicals, lead and articles thereof etc. The detailed. list of importing
and exporting products of Pakistan is annexed at the end of report.

Value in 000 $

Source: ITC
2008 2009 2010
Exports 127,297 88,827 144,337
Imports 583,846 321,687 156,882
Balance -456,549 -232,860 -12,545
Pakistan - Russia Bilateral Trade
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TOP 10 EXPORTERS TO RUSSIA

Value in 000 3
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Source: ITC
Share
S# | Exporters 2010 %
2010
World 217,415,099
1 China 39,032,604 17.95%
2 Germany 26,616,238 12.24%
3 | Ukraine 13,999,272 6.44%
4 Japan 10,300,338 4.74%
5 | Italy 10,026,888 4.61%
6 | USA 9,839,542 4.53%
7 France 8,204,422 3.77%
8 Korea 7,267,034 3.34%
9 Poland 5,824,204 2.68%
10 | Turkey 4,878,062 2.24%
65 | Pakistan 144,337 0.07%
Others 81,282,158 37.39%
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TOP 20 PRODUCTS IMPORTED BY RUSSIA
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Value in 000 $

Source: ITC
Exporting Value in | Share %
S# | Code | Product label 2010 Countries 2010 2010
TOTAL | All products 217,415,099
Machinery 1 | China 8,910,430 24.06%
/ o,
1 '84 | nuclear reactors, | 37,036,477 =—foermany 16,574,137 | 17.75%
boilers. etc 3 | Italy 3,064,096 8.27%
! 82 | Pakistan 208 0.001%
Electrical 1 | China 8,606,860 | 33.37%
2 . ! 2 | Germany. 2,064,384 8.00%
85 E'GLJCitrgq”éf]t 25,792,402 M3 orea 1,476,458 | 5.72%
quip 73 | Pakistan 330 0.001%
Vehicles other 1 | Japan 5,459,807 | 24.06%
3 . - 2 | Germany 3,980,231 17.54%
87 g‘:n'lvzz”way' 22,696,123 "3 Yo rea 2,306,845 | 10.16%
Y 90 | Pakistan 1 0.000%
1 | Germany 2,019,837 18.16%
4 . Pharmaceutical 2 | France 1,147,641 10.32%
30 products 11,124,865 3 | Switzerland 881,718 7.93%
42 | Pakistan 8,281 0.074%
1 | Germany 1,525,258 18.74%
5 . Plastics and 2 | China 1,306,336 16.05%
39 articles thereof 8,139,478 3 | Korea 583,318 7.17%
65 | Pakistan 709 0.01%
Optical, photo; 1 | Germany 1,416,964 1
6 . technical, 2 | USA 1,091,178 2
20 medical, etc 6,003,391 3 | China 699,721 3
apparatus 44 | Pakistan 4,523 44
1 | China 1,261,545 21.17%
7 : Articles of iron or 2 | Ukraine 961,738 16.14%
73 steel 2,958,004 3 | Germany 876,284 14.71%
68 | Pakistan 261 0.004%
1 | Brazil 1,966,308 | 33.62%
8 . Meat and edible 2 | Germany 736,200 12.59%
02 | meat offal >,848,354 T3 jsp 660,319 | 11.29%
Pakistan 0 -
. . 1 | Turkey 832,621 15.16%
o | g | oomlefrult nUtS | o s0s |2 Ecuador 650,750 | 11.85%
?ruit melons ! ! 3 | Uzbekistan 288,593 5.26%
! 24 | Pakistan 74,904 1.364%
1 | Ukraine 1,692,916 | 35.64%
10 , 2 | China 751,958 15.83%
72 Iron and steel 4,750,355 3 | Germany 349,062 7 35%
Pakistan - 0.000%
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Footwear, 1 | China 2,935,273 | 74.30%
11 \ gaiters and the 2 | Italy 254,349 6.44%
64 like, parts 3,950,717 3 | Viet Nam 124,861 3.16%
thereof 35 | Pakistan 1,397 0.035%
Commodities not 1 | Area Nes 3,902,809 | 99.99%
o,
12 '99 elsewhere 3,903,117 ; Sﬁrmany 138 888‘3"02
specified Pakistan 0 -
13 . paperboard, 2 | Finland 573,675 14.91%
48 articles of pulp, 3,848,499 3 | Germany 531,078 13.80%
paper and board 65 | Pakistan 30 0.001%
Mineral fuels 1 | Ukraine 1,298,562 | 38.11%
14 o)
14 | 27 | oils, distillation 3,407,124 g E;Zl:rfgﬁa” 338’323 179'02260/f
products, etc Pakistan - 0.000%
15 . perfumes, 2 | Germany 510,757 16.21%
33 cosmetics, 3,150,956 3 | Poland 254,760 8.09%
toileteries 73 | Pakistan 2 0.0001%
Articles of 15 China 1,702,382 | 57.31%
16 . apparel, 2 | Turkey 204,245 6.88%
62 accessories, not 2,970,603 3 | Italy 177,556 5.98%
knit or crochet 14 | Pakistan 24,241 0.816%
Furniture, 1 | China 878,190 31.07%
17 . lighting, signs, 2 | Italy 528,407 18.69%
%4 | prefabricated 2,826,875 3 Germany 255,651 | 9.04%
buildings 52 | Pakistan 632 0.022%
Inorganic 1 | Ukraine 538,937 19.97%
chemicals, 2 | Australia 389,219 14.42%
18 | 28 | precious metal 2,699,165 3 | Kazakhstan | 359,581 | 13.32%
compound; . _
isotopes Pakistan 0
Articles of 1 | China 1,294,594 50.17%
19 . apparel, 2 | Italy 237,145 9.19%
61 accessories, knit 2,580,388 3 | Turkey 229,316 8.89%
or crochet 27 | Pakistan 7,026 0.272%
1 | Japan 430,551 17.05%
20 . Rubber and 2 | Germany 344,824 13.66%
Y articles thereof 2,524,718 3 | China 319,533 12.66%
69 | Pakistan 52 0.002%
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PAKISTAN TOP 15 EXPORTING PRODUCTS TO RUSSIA WITH
COMPETITORS, THEIR SHARE & APPLIED TARIFF

Value in 000 §

Source: ITC
Share of
Pakistan's
S# Code Product label Rank expo_rts n Share % Ta".ff
Russia & Applied
competitors in
2010
TOTAL | All products 144,337 0.07%
World 583,703
Mandarins(tang&sats)cleme 1 Morocco 154,012 26.4
1 | '080520 | ntines&wilkgs &sim citrus
hybrids, fresh/drid 2 Turkey 143,330 24.6
3 Pakistan 74,860 12.8
World 120373
Rice, semi-milled or wholly 1 Viet Nam 34194 28.4
2 | '100630 | milled, whether or not
3 Pakistan 25831 21.5
World 11,154 100
\ Plain weave polyester stapl 1 Pakistan 9,433 84.6
3 551341 fib fab, 2 China 1,411 12.7
3 Turkey 270 2.4
World 4451
Plain weave cotton 1 China 3673 82.5
4 | '520851 | fabrics,>/=85%, not more -
than 100 g/mzl pr|nted 2 Paklstan 717 16.1
3 Turkey 28 0.6
World 4373
. . 1 Turkey 3227 73.8
5 521051 | Plain weave cotton fab, 2 Pakistan 601 13.7
3 Spain 414 9.5
World 159,783 100
Chromium ores and 1 Kazakhstan 114,676 71.8
'261
6 61000 concentrates 2 Turkey 19,765 12.4
3 Pakistan 9,782 6.1
Worl 43,314
Plain weave cotton orld 3,3
7 | '520852 | fabric,>/=85%, >100 g/m2 1 China 23,197 53.6
to 200 g/m2, printed 2 | Pakistan 13,136 30.3
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3 Turkey 3,538 8.2
World 24287
. 1 China 15225 62.7
8 950662 | Inflatable balls 2 Pakistan 4622 19
3 Thailand 1216 5
World 2,321 100
1 Turkey 1,000 43.1
9 | '521031 | Plain weave cotton fab, 2 China 575 24.8
3 Netherlands 452 19.5
5 Pakistan 62 2.7
World 118;355
Artic] ¢ | of leath 1 China 43808 37
10 | '420310 | ~rHCIes Of apparel of 'eather 5 T ¢ ey 26,080 22
or of composition leather
3 Italy 16,383 13.8
5 Pakistan 10,545 8.9
World 815,874
1 Germany 280,991 34.4
Instruments and appliances United Stat :
11 | '901890 | used in medical or 2 QY States o 133,762 16.4
. . America
veterinary sciences, nes
3 China 120,894 14.8
20 Pakistan 3,607 0.4
World 24,316
1 China 13,314 54.8
12 | '630231 | Bed linen, of cotton, nes 2 Bangladesh 3,385 13.9
3 Turkey 1,979 8.1
4 Pakistan 1,768 7.3
World 142,042
1 Chi 95,409 67.2
Toilet&kitchen-linen,of terry na !
13 | '630260 | towellg or similar terry 2 Turkey 14,366 10.1
fab,of cotton 3 Turkmenistan 10,083 7.1
6 Pakistan 2,797 2
World 10,804
. . 1 China 6,192 57.3
Manicure or pedicure sets
14 | 821420 | and instruments (including 2 Korea 1,323 12.2
nail files) 3 | Germany 956 8.8
4 Pakistan 667 6.2
World 2,150
Gloves, mittens & mitts,for 1 Pakistan 1,416 65.9
15 | '420321 | sports,of leather or of _
composition leather 2 China 394 18.3
3 Italy 80 3.7
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PAKISTAN TOP 20 IMPORTING PRODUCTS FROM RUSSIA

Value in 000 $

Source: ITC
S# | Code | Product label 2008 2009 2010
TOTAL | All products 583,846 321,687 156,882
1 |'31 Fertilizers 208,939 44,893 43,852
2 |'72 Iron and steel 12,459 76,573 34,986
3 |0 Rubber and articles 16,783 12,539 23,296
thereof
Paper & paperboard,
4 |'48 articles of pulp, 43,708 26,605 18,805
paper and board
5 |'84 Machinery, —nuclear 2,831 3,945 6,431
reactors, boilers, etc
6 |74 Copper and articles 3,736 12,370 6,370
thereof
Edible vegetables
7 |'07 and certain roots and 310 7,254 4,299
tubers
8 |55 Manmagig staple 3,333 1,716 3,199
fibres
9 |29 Organic chemicals 2,031 2,645 3,183
10 | '78 Lead and articles ) } 2 951
thereof
Inorganic chemicals,
11 4128 precious metal 3,943 2,390 2,299
compound, isotopes
Soaps, lubricants,
12 | '34 waxes, candles, 1,636 2,918 1,713
modelling pastes
13 | 'g7 Vehicles other than 1,443 1,482 657

railway, tramway

10
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14

'93

Arms and
ammunition, parts
and accessories
thereof

54

249

610

15

'82

Tools, implements,
cutlery, etc of base
metal

1,021

72

586

16

'44

Wood and articles of
wood, wood charcoal

810

299

584

17

'88

Aircraft, spacecraft,
and parts thereof

7,277

462

18

'39

Plastics and articles
thereof

54

94

414

19

'47

Pulp of wood, fibrous
cellulosic material,
waste etc

1,887

292

20

'38

Miscellaneous
chemical products

978

397

266

11
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ISSUES CONCERNING PAK-RUSSIA TRADE RELATIONS

1) Facilitation of issuance of visas to genuine Pakistani businessmen

Pakistani businessmen have been facing difficulties to obtain visas to visit Russian
Federation for marketing and trade promotion. In addition to the individual visitors,
the official participants of exhibitions and delegations organized by TDAP have also
reportedly been denied visas. As a consequence of the above situation, Pakistan’s
successful participation in such trade promotional events has been' adversely
effected.

A mutually agreeable mechanism can be evolved whereby the Russian side may be
requested to consider grant of visas on the recommendation‘of relevant government

agencies and trade bodies of Pakistan.

2) Over due LC payments.

The East European Financial Corporation Bank Plc: (EEFC) of the Russian Federation
established Letters of Credit amounting to ‘4.7 million USD on behalf of their
customers favoring some leading Pakistani<textile exporters. These Letters of Credit
were negotiated by the corresponding Pakistani banks and confirmation of
acceptance was given by the EEFC Bank for payment on respective dates. Despites
the lapse of more than one year the payments have not been effected by the EEFC
Bank Plc.

In order to resolve the‘issue, Pakistani mission in Moscow has been making efforts
on various decision_making and operational levels in all the concerned organizations
including the Ministry of Finance of the Russian Federation, The Central Bank of the
Russian Federation, The Deposit Insurance Agency (DIA) and the EEFC Bank. The
EEFC Bank Plc. had previously taken the position that the Deposit Insurance Agency
(DIA) has been appointed by the Central Bank of the Russian Federation to regulate
the affairs of the bank including payments of overseas dues. The bank further
informed that the new administration and the board of the shareholders will define

the future strategy of the bank after taking charge on 30" November, 2008.

Despite the lapse of about one year the new administration could not make any
decision on the payments. Instead the DIA informed the aggrieved Pakistani

exporters that the L/Cs issued by EEFC Bank Plc on deferred payment basis were

12
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established without any collateral or liquid pledge and without assessing any
qualitative of quantities assessment of the risk factor. The DIA further stated that
the assessment of these transactions with regard to fulfillment of requirements of
legislation on money laundering and financing of terrorism is being carried out by the
legal experts of the bank. Therefore, spending of the State funds which includes re-
payments of bank obligations under the L/C is possible only after the advice ofthe

legal experts.

As of today, more than two years have passed since the establishment of-mentioned
Letters of Credit by the former East European Financial Corporation (EEFC) Bank Plc.
Subsequently, during this period, the EEFC Bank was taken over by M/s OJSC bank
Petrovski and then by Otkritie Financial Corporation of Russia'who is presently the
liability holder in this case. The Ambassador of Pakistan.and Minister (Trade) in
Moscow have had a detailed meeting with the concerned in the Otkritie Financial
Corporation, who assured that the case will be resolved at the earliest as their
organization has created a special fund for refund of the dues to the concerned

parties in this and similar other cases.

Unfortunately, no development was' made after that meeting, despite several
reminders to M/s Otkritie Financial Corporation. They have instead written a letter to
our mission on 15" of August, 2011, taking the original stance that the issue will be
resolved only after the criminal investigation against the former management of the
bank is completed. The/Pakistan side is of the view that such investigation has
nothing to do with the payment of Pakistani exporters, as it is an international
commitment between the two financial organizations under the international banking

rules, which must be fulfilled.

The Russian-side including the Ministry of Finance and the DIA considers this issue to
be a commercial dispute which should be resolved through concerned courts. In a
meeting with the Deputy Minister of Finance of the Russian Federation and through a
letter of the Ambassador of Pakistan to the Minister of Finance, Pakistani mission has
clarified that Pakistan considers it to be a case of clear violation of international
banking rules and that the Ministry of Finance and the concerned Russian agencies

must intervene to get the payments against L/Cs affected.

13
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3) The issue of mutual claims between the Russian Federation and

Pakistan.

Pakistani exporters’ claims pertaining to export of goods and shipping rights under
Freight Compensation Operation (FCO) to former USSR (Russian Federation) are

pending for settlement since 1991.

The exporters have following three types of claims:
i) Claim for goods exported (US$ 18.78 million)
i) Unused Shipping Rights (US$ 76.30 million)

iii) Additional claims of US$ 11.255 million and Rs. 28.627 million

not covered under initialed Agreement of March 2005.

Government of Pakistan and the Russian Government have been considering these
claims since 1994. The Russian Government initially‘agreed to pay an amount of US$
31.81 million to various Pakistani exporters. After a series of negotiations, an
agreement was initialed in 1999 through which<the Russian side agreed to satisfy the
claims of Pakistani exporters up to an amount of US$ 18.78 million out of US$ 21.7
million demanded by Pakistani exporters for goods actually exported to Russia.
Russian side also agreed to shipping rights of US$ 63.55 million out of US$ 65.86
million demanded by Pakistani ‘exporters. However, the initialed agreement of 1999

could not be signed.

In March 2005, another Agreement was initialed by the then Secretary EAD through
which the Russian.side has agreed to pay US$ 18.78 million against goods shipped
and US$ 76.30. million against Shipping Rights accrued through FCO. The Agreement

is awaiting signing due to reservations of exporters for reasons given below:

a) The exporters felt that the initialed agreement of March 2005 is closed and
doesnot take into account some of their claims earlier verified by the Russians
against actual Shipping Rights. These claims amount to additional amount of US$
11.255 million and Rs. 28.627 million.

b) Article 2 of the initialed Agreement lays down the procedure for settlement of
US$ 76.30 million by way of export of goods. No details are given in this regard and
the Russian Federation interprets it that these exports will take place under the

existing free market economy and the amount will be paid out of funds lying with

14
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NBP, however, the exporters feel that the amount spent by them in obtaining
shipping rights can only be covered if exports take place in the same form as was
done by the former Soviet Union or they are compensated in cash for the amount

spent by them in procuring these shipping rights.

C) This necessitated renegotiation of initialed agreement of March 2005 and
accordingly a draft supplementary Agreement was sent to Russians for initialing the
supplementary agreement along with signing of March 2005 Agreement as ‘per
understanding reached during a meeting with Russian Officials of Ministry of Finance

in November 2005 at Moscow.

A Russian delegation headed by Vice Minister of Finance visited Pakistan in
April 2007 and offered to sign the March 2005 Agreement and settle the actual
exports of US$ 18.78 million without considering the Shipping-Rights as per March
2005 Agreement.

The Ministry of Commerce expressed its inability to accept cash compensation
till the shipping rights of US$ 76.305 million under Freight Compensation Operation
was also settled, as these rights were obtained,'by the exporters by incurring cash
costs. The meeting decided that Pakistan side'would provide an alternate mechanism

for settlement of shipping rights of US$ 76.305 million.

Ministry of Commerce in consultation with concerned exporters proposed the

following:-

i) The accepted.claims as reflected in Annex 1 of the initialed Agreement of
March 2005 of US$ 18.780 million may immediately be paid.

ii) Theshipping rights earlier accepted and duly reflected in March 2005
initialed agreement of US$ 76.305 million may be settled in the following

manner:

d) State Companies may be authorized, as a special arrangement, to place
orders worth US$ 76.305 million to exporters for supply of goods as per earlier

practice:

e) Cash compensation of US$ 36.313 million may be provided, which according
to exporters is the actual investment made by them for procuring Shipping Rights.
The exporters have requested for interest @ libor + 2% on their actual cash

investment as well.

15
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f) The other claims against shipped goods of US$ 11.255 million, Rs. 28.627
million and one claim of US$ 1.692 million accepted by Russian Court conveyed
through a Supplementary Agreement of 2006, may also be settled as early as

possible.

Subsequently in a meeting with representatives of the other Ministries, it was

decided that Pakistan may offer two options:

i) Pakistan would be willing to sign the March 2005 initialed Agreement-only if
supplementary Agreement of 2006 is initialed simultaneously so that.it can become
the basis of structured negotiations for settlement of US$ 76.305. million shipping
rights against CFO and the additional claims of US$ 11.255 million and Rs. 28.627

million, as conveyed through supplementary Agreement.
OR

i) A fresh Agreement be proposed for settlement of all pending claims, which

have been verified by the Russians and those requiring further verifications.

The latest round of negotiations on the issue was held on 29-30" of September,
2009. The Pakistan side headed by the'Additional Secretary Commerce emphasized
on right of Pakistani exporters to ship the goods worth US$ 76.305 million under the
mechanism preferred by the Pakistani side. Taking into account Pakistan’s position
the Russian side asked for. restoration of their funds in Pakistani banks along with
compensation of the losses, suffered by the Russian Government due to the action of
Pakistani Government.. They also stated that they reserve the right to demand

payment of interest on the accounts frozen by the Pakistani Government.

The issue was.again taken up with the Russian side during the inaugural session of
Inter-Governmental Commission’s (IGC) meeting on 21t September, 2010. Through
a latest’,communication the Russian side has informed that the issue can be
discussed between the two sides in the forthcoming meeting of IGC, which is

proposed to be held in September, 2011.

4) FTA/PTA between Pakistan and the Russian Federation.

Trade between Russia and Pakistan has the potential of substantial expansion. In
order to get it realized, Pakistan has proposed to the Russian Federation the
initiation of negotiations on a bilateral free trade agreement (FTA) preceded by an
early preferential trade agreement (PTA).

16
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In response to Pakistan’s proposal, the Russian side expressed their reservations by
linking the issue with their accessions to the WTO which is under consideration in the
WTO since 1995. The Pakistan side took the following position which was conveyed
to the department of trade negotiations of the ministry of trade of the Russian

Federation.

Keeping in view Russia’s condition of linking the FTA with its accession*to
WTO, Pakistan highlighted the compatibility of the FTAs with article XXIV of ‘General
Agreement on Tariff and Trade (GATT), the Russian side was informed: that the
above article provides for the contracting parties to establish customs unions and
FTAs for trade liberalization under the WTO regime. The Russian department of trade
negotiations was further informed that service sector and /investments have also
been included in regional and bilateral FTAs through the General Agreement on Trade
in Service (GATS). Furthermore, after the stalemate in-Doha Development Agenda
(DDA), the FTAs and RTAs have become a preferred mode of trade liberalization.
Example of Pakistan, which has concluded FTAs with China and Sri Lanka and the
example of USA, which has entered into FTA with Chile, Singapore and Jordan were
cited. Russian side was further informed: that EU is also explicitly indicating its

inclination for FTAs with some Asian economies like China, Korea and India.

The Russian responded by, reiterating that the negotiations on the proposed
FTA should begin only after Russia’s accession to WTO. According to them, in order
to meet the requirements of para-4-10 of the Article XXIV of the GATT, “the
contracting parties must extend symmetric concessions to each other which should
cover practically. whole of trade”. The PTA covering selected segments of trade for
tariff concession. can be concluded only between the two developing countries. They
further explained that the agreements between the developed and the developing
countries with one way concessions (besides the scope of GSP), covered under the
“Enabling Clause” provide for differential and favorable treatments and need waiver

of WTO, approved by at least three quarters of its members.

The Russian however, agreed that Russia and Pakistan can enter into a frame
work agreements designating only mechanism of liberalization without providing the
respective positions on market access or any concessions. They have shown
readiness to agree on a bilateral working group for discussion on the basic principles

and contents of the proposed agreements.

17
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In the meantime, the Russian side has also conveyed their observations on the Draft
PTA forward by Pakistan. The Pakistan side provided necessary clarifications to the
points raised and incorporated references from WTO agreements as required by the
Russian side. The revised draft PTA was forwarded to the Russians for their

consideration.

Simultaneously, as a part of the process of accession to WTO, Pakistanhad
requested Russia for tariff concessions on certain items of exports to Russia-against
Pakistan’s support to Russia’s accessions to WTO. In return, the Russian Authorities
offered inclusion of Pakistan into their Generalized System of Preferences (GSP)
which provides for 25% concession on current MFN Tariff. Russia also agreed to
grant Pakistan the initial negotiating rights (INRS) on 'certain products. The
Government of Pakistan consented to Russians accession to.WTO and our mission in
Geneva was authorized to sign necessary protocol. Russian Ministry of trade later
informed that they are still in the process of analyzing the economic consequences of

creation of FTA with Pakistan.

The Ministry Commerce (MoC) has been requested to analyze Russia’s point of view
on the proposed PTA/FTA with regard to their invocation of para-4-10 of article XXIV
of GATT as mentioned above. The\issue can be taken up during the forthcoming

meeting of IGC in September, 2011.

POTENTIAL PRODUCT GROUPS

1) Textiles

2) Leather Goods

3) Plastics & Articles
4) ~Rice

5)  ‘Footwear

6) Sports Goods

7) Fruits & Vegetables
8) Meat

9) Surgical

10) Pharmaceuticals
11) Cutlery
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MARKETING ACTIVITIES UNDERTAKENBY TDAP IN RUSSIA

Exhibitions:

1. TDAP participated in Moscow International Sports and Leisure Exhibition,
Russia held from 27™ Feb-1* March 2008.

2. TDAP participated in Heimtextile, Russia held from 9-12'" September 2008.

3. TDAP participated in Expo Stone held from 23-26" June 2009 at Moscow,
Russia.

4, TDAP participated in Heim Textile Russia held from 21-24" September 2009.

5. TDAP participated in Leshow Russia held from 18-22" May 2010.

6. TDAP participated in Expo Stone, Russia from 22-25% June 2010.

7. TDAP participated in World Food , Moscow, September-2010.

8. TDAP participated in Heimtextile Russia September.2010.

9. TDAP participated in Federal Textile Fair Feb 2011.

10. TDAP participated in Le Show, May 2011.

11. TDAP participated in Expo Stone June 20711.

12. TDAP is participating in World Food'Moscow September 2011.

13. TDAP is participating in Federal Textile Fair September 2011.

14. TDAP is participating through Pakistan Textile Association in Heim Textile,
Russia September 2011.

15. TDAP is participating-in-Le Show, May 2012.

Trade Delegation:

TDAP invited a high profile textile buying mission from Russia in last week
of February 2009. TDAP organized matchmaking meetings of delegates with 60
textile exporters at Karachi and Faisalabad and also organized Factory visits.
This delegation has opened new avenues for Pakistani exporters and given a
break through to them. The visit of the delegation was highly appreciated by
business community in Karachi and Faisalabad.

TDAP organized visit of 11 members’ trade delegation to Russia from 26 July-
1%t August 2010.
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RECOMMENDATIONS:

Short-term
— Frequent Exchange of trade delegations
— Participation in trade fairs.

— Market research is a prerequisite for operating successfully. Identifying

correct target market is also very important for our growth.

— Establishment of ware housing facility for Pakistani exporters should be

initiated as early as possible

— Serious efforts must have been made to diversify -our exports in products
like poultry and meat, fish and fish preparations, cutlery, surgical

instruments, footwear, furniture tobacco etc.

— Taking into account that Pakistani products are very underrepresented in
Russia, any quality and price-competitive consumer product, such as
cosmetics, furniture, textiles, design elements, has good market potential
here. However, the economy’s-growth, the increasing retail trade turnover in
Russia, and the significant-decline of the dollar exchange rate against the
Russian currency for the past two years provided great opportunities for

Pakistani exports of consumer goods to the Russian regions.

Mid-term

— Early~conclusion of PTA/FTA with the Russian Federation which will provide

preferential access to Pakistani goods in Russia.

— A settlement mechanism should be set up in Pakistan under the supervision of
TDAP for early resolution of trade disputes between Russian and Pakistani

business persons.

— Product specific studies should be carried out by TDAP on the basis of
inputs provided by the trade mission to educate the exporters and enable

them to device their marketing strategies accordingly.
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Long-term

— Expeditious implementation of quadrilateral agreement between Pakistan,
China, Kyrgyzstan and Kazakhstan for early establishment of a regular land
route leading to the Russian Federation through China and the central Asian

republics.

— Relocation of trade office (commercial wing of Pakistan embassy in Russia)
from Moscow to St. Petersburg where most of the trade and commercial

activities takes place.
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