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Abstract 
MFN  is defines as the benefits a country gets from discounted

tariffs and the difficulties faced by it in trade.MFN decided to connect
two or more nations in trade agreement. With this all the members of
the WTO (World Trade Organization) get the status of MFN. This is
how all the members receive similar trade benefits. It is important for
smaller  members  because it  reduces  the  cost  of  their  exports,  which
eventually  makes  them more  aggressive.  Country’s  export  trade  and
industry growth is enlarged. 

When a state has the advantages of lowered tariffs and cutbacks
of  trade difficulties  it  is  said to  have received the MFN status.  It  is
granted to two or more states that have a trade agreement. Since all
members get  MFN status this means that  they get  one and the same
trade  benefits.  This  is  considerably  essential  for  smaller  members
because it lessens the cost of their exports and makes them viable. This
in turn, boosts up their exports and country’s economic development.

Since MFN status is not granted to other members of the union
or of  the World Trade Organization,  this  gives negative aspect  to it.
Because of this country’s industries cannot be guarded from cheaper
goods  that  are  produced  by  foreign  countries.  Many  countries  were
agitated  to  get  MFN  status,  so  that  they  could  export  goods  cost-
effectively to the United States market but it was found out that they lost
their local agricultural industry. It became difficult for the local farmers
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to fight with the subsidized European Union food and the United States.
Many farmers moved to cities to find jobs. Food prices rose and because
of the suppliers there were food uprisings. 

A  practice  of  establishing  fairness  of  trading  opportunities
among the countries is done by ensuring that if one nation is given some
trade  conditions  then  all  the  other  nations  should  get  the  same
conditions.
Key words: Most Favourable Nation MFN

Introduction:
Pakistan  and  India  share  a  relation  that  is  going  through  a

pleasant  phase.  Latest  developments  in  Pakistan  for  example  the
approval of Islamabad for Indian Corporation to have got a permanent
UN seat, the resolution to confer Most Favored Nation status to India,
and letting go the Indian Army helicopter that flew across the Line of
Control offers a sense of affability. However the decision to grant MFN
status  does  not  state  the  degree  to  which  it  will  have  an  effect  on
diplomatic and political relation of both the countries in the long run.
The growth of India-Pakistan trade offers a positive and considerable
step  towards  a  better  mutual  relationship  of  both  the  countries.  The
normalized relation between the both is  obvious from the amount  of
informal or illegal trade that is carried out across the borders which is
expected to be thrice the amount of formal trade. Hence, the trade on
either side is naturally the cause of normalization of mutual relationship.
Granting  the  status  will  open  employment  opportunity  in  both  the
countries which will boost the country economically especially Pakistan.
The  energy crisis  can  be  controlled  by making a  pact  with  India  on
affordable terms, these are the benefits given by Ramazan (2012).

Pakistan is short of high tech-technology as compared to India,
Germany,  and  Switzerland etc.  granting the status  will  help Pakistan
import machinery from India at lower cost as the country is facing high
cost because of imports from other countries. On the other hand Pakistan
is very behind when it comes to I.T as compared to India. Granting a
status  to  India  will  help  Pakistan proposer  in  this  particular  field by
importing the technology from India at much lower cost (Riaz, 2001).

MFN  status  defines  a  process  whereby  there  is  complete
avoidance of  biased dealings  among the members of an International
Trading Organization. It is guaranteed that equal treatment is given to all
countries. This means that for example if any importing country grants
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allowance to third party country, similar allowance must be given to all
other countries. 

Economics Implications of MFN Treatment
“it is not the wealth of the nation which builds roads. But the roads,
that build the wealth of the nation.” (John F. Kennedy)

Over the decade, world trade has been shifted from defensive
tariffs  to  free  trade.  Majority  of  countries  have been allowed by the
international deeds to export their goods without facing unjust duties.
The key observation is of trade in most privileged nation (MFN) status.
International  deeds  have  allowed  the  world  to  export  their  products
without facing prejudiced duties. The concept encircles the liberalization
of trade. MFN countries have many positive economics suggestions like
increased  efficiency  in  WTO,  It  is  ensured  by  MFN  status  that  it
becomes  feasible  for  countries  to  import  from the  most  experienced
dealer in accordance with the rule of comparative advantage.

Advantages for Smaller Countries:
Favorable countries allow smaller countries to take part in the

reward granted by superior countries, because smaller countries on their
own  would  not  be  sufficiently  powerful  to  bargain  such  reward  by
themselves.  Granting Most  Favorable  nation has  some advantages:  if
there  is  one  set  of  tariffs,  it  becomes  easier  for  nations  to  follow
regulations  and  make  them  understandable  and  clear.  It  lessens  the
exasperating problem of  having to  set  up rules  that  which country a
product  “that  may  include  parts  from  across  the  world”  need  to  be
recognized for customs. Most Favorable nations include interests from
getting protectionist trades.

Essential Requirements of Article 1:
Under Article 1: in order to find out whether there is violation of

MFN treatment, three questions need to be answered.
1. Does the measure at issue grants a trade benefit of the kind that has

been covered by the article?
2. Are the concerned products “like products”?
3. Does  the  advantage  at  issue  confers  “immediately  and

unconditionally” to the concerned “like products”? 
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Literature Review
India has decided to promote its particular Pakistani restricted

trade  list  to  30 percent  cutting  down a  barrier  to  complete  the  trade
normalization between both the countries. This has been anticipated to
take place by the end of  this  year.  Moreover,  three  agreements were
signed.  Islamabad’s  concern  about  NTBs  non-tariff  barriers  was
discussed  and  it  was  agreed  upon  that  a  2000  megawatts  capacity
generation plant would be set up in Pakistan. Additional to that it was
discussed that a New Delhi should be connected to Islamabad via air
route, non-tariff barriers should be removed, and the telecommunication
sector supported. 

Munir Qureshi, Pakistan’s Commerce Secretary said in his press
conference that  India has signed to  bring down its  list  that  has  been
maintained under SAFTA (South Asia Free Trade Agreement) to present
a level field for Pakistani exports. It has been agreed upon that it will be
carried out by the end of this year and grant the MFN status to India
(Rana, 2010).

It was decided by Pakistan that free trade will take place with
India,  listing  down  those  negative  items  for  which  trade  will  be
restricted.  This  mutual  decision  was  taken  by  both  the  countries’
Commerce Ministers  Mr.Makhdoom Mohammad Ameen Faheem and
Aanand Sharma. A statement was issued that New Delhi and Islamabad
will stay on roadmap of free trade. The list of negative items was to be
announced later  in  2012.  Mr.  Sharma stated  that  they were ready to
commence trade with Pakistan and fulfill  the agreements of customs,
trade complaints  and joint  respect  agreement.  The implementation of
these agreements by the two partners was to tackle the issues related to
non-tariff barriers to trade.

It was decided that the opportunity of Kokhrapur-Munabo trade
shall be in debate with the stakeholders. A collaborated group will form
a report  on the  findings and shall  submit  it  before  the  next  meeting
between the two secretaries.  The  statement  also said that  the  second
meeting will discuss about the electricity and it will be held to discuss
the facts for electricity commerce between the two nations. The meeting
was to take place in March. (Gupta,2012). It was said by Shirazi that in
the initial conversation with the stakeholders, an uncertain timeline was
proposed. In order to carry out fair trading, Pakistan shall grant Most
Favored Nation status to India. The agreement shall be signed in the first
quarter of 2012.
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In  the  start  of  2013,  it  is  anticipated  that  Pakistan  shall
implement the SAFTA regional trade process, and tariffs shall be further
decreased.  The final  target  shall  be to make it  a  free trade area,  and
eventually the greater part of the tariffs shall go down to zero. India has
cost advantage over Pakistan since it has an immense market and better
economies of scale. In view of this, the stance to maintain upgrading of
regional  trade  is  not  an  issue.  Though  there  has  to  be  a  win-win
situation. As India gives the impression to access Pakistani market for its
products, it should allow equal rights to Pakistan to enter Indian market.

Pakistan’s tariffs are moderately low. Pakistani market is open
and  its  products  are  not  subject  to  challenging  standards.  After  the
experience of trade with China, the confidence in the government have
assured of better customs process, principles and better NTC capacity
has left much of the local industry unimpressed. It is in question by the
negotiating team that why haven’t the export increased in spite of India
conferring Most  Favored Nation status  to  Pakistan since 1966.  Since
Indian standards are not like that of Pakistan’s, they have insufficient
trade opportunities.  Indi must offer access to its raw material and the
supply chain so that the importing industries of Pakistan can compete
well, instead of relying on indirect imports.

Remembering the past  history as to how the government had
signed contracts  for  example  the  WTO contract,  was  signed without
bringing in the knowledge that it is taking the industry on board. It is
essential  that  the  industry  plays  its  part  in  giving  a  say  about  the
processes being carried out (Shirazi, 2012). FDI from Pakistan has been
permitted by India. On the other side, Indian industry has called for the
execution  of  the  decision,  clearly  stating  that  Most  Favored  Nations
status to India should be given by Islamabad. 

The General Secretary of FICCI, Mr. Rajiv Kumar stated that
this decision should be welcomed and Pakistan should confer the Most
Favored Nations status to India. It was declared by the Indian media that
a person having Pakistani  nationality can invest  in India, can acquire
shares  and  exchangeable  debentures  of  the  Indian  company  under
Foreign Direct Investment system in accordance with the RBI terms and
conditions.  It  has been stated by RBI that  FDI in the strategic sector
likes atomic energy. Defense and space shall stay banned. This decision
has been accepted by the secretary General DS Rawat, who stated that
this would result in mutual economic commitment which shall pick up
trade of 2.8 billion dollars (Nations, 2012).
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In the dinner party of IPCCI (Indian and Pakistan Chamber of
Commerce  and  Industry)  the  Indian  High  Commissioner  Mr.Sharat
Sabharwal stated his view regarding the decision of opening Munabo-
khokhrapur  road that  could be used for  trade purpose as  well  as  for
shipment in both the countries. He expressed frustration over the delay
in the signing of liberalization of business Visa contract. He also stated
that  both  countries  had  agreed  upon the  terms  of  visa  contract.   He
focused on the point that bilateral trade shall help in making the living
standard of the nations. He stated that once the status is given to both the
countries it  will  increase trade relationship between both nations and
contribute  to  economies  of  scale.  Mutual  trust  will  also increase and
extend constituencies for peace in both the nations (Sharat, 2000).

It is predictable that Pakistan will realize MFN status to India by
the end of this year. Thereafter the export of gemstone will be carried
out,  which  is  presently  restricted.  The  Gems  and  Jewelry  export
Promotion  council  V.C Sanjay  Kothari  had  an  appointment  with  the
Pakistani Prime Minister and the prominent traders, from 7-12 June and
talked  about  the  trade  in  gemstone  sector.  Pak  Gem  and  Jewelry
Development  Company  were  also  visited  by  them.  It  was  stated  by
Sanjay that since both countries have similar taste, it will make it the
most significant area for joint trade. Pakistani market is estimated to be
10$ billion whereas Indian market is estimated to be 30$ billion. It was
stated by Sanjay that the Gems and Jewelry market of both the countries
have  great  anticipation  f  dialogues  between  them  to  eliminate  trade
barriers.

Raw  stones  are  turned  into  furnished  products  by  India.  Its
process is 11 out of 12 in the entire world. It was stated by Sanjay that
both  countries  trade  indirectly  just  like  Dubai  since  direct  trade  was
banned. It has been estimated that the capacity of this trade between two
parties is around 18$ million on annual basis. India has exported jewelry
to Pakistan worth of 17.7$ million and Pakistan is expecting to raise its
trade from 1.5 to  2$.  In  this  15.38 $ million accounted for  gold,  1$
million for cut and polish diamonds and the rest was for fake jewelry
whereas Pakistan exported 1, 31$ million worth of jewelry from India
(Hussain, 2012).

Most Favored Nation status was granted to India by Pakistan on
Wednesday by the end of this year. The move towards normalizing the
trade ties, which would ultimately have positive impact on joint ties, was
welcomed by New Delhi. In a meeting by the Pakistani cabinet, attended
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by the Prime Minister Gillani, the proposal was collectively accepted.
1200 items were termed as negative that could not be imported from
India. 

Back in 1966 India granted Pakistan MFN status but Pakistan
has remained unsuccessful to grant MFN status to India mainly because
of the Kashmir issue. In a meeting the Prime Minister of Pakistan listed
down those items that could not be traded with India, said a report that
was issued by premier’s office. (Jacob, 2012)

Nearly all  the  Pakistani  economists have approved that  MFN
status should be granted to India, which will be in the favor of Pakistan.
This resolution has the possibility to greatly influence the India-Pakistan
relationship, most importantly in business affairs. In order to examine
the  importance  of  this,  it  is  necessary  to  view  Pakistan’s  general
strategies towards India.

It is obligatory that every member of the WTO grant the MFN
status to one ant the other. This is one of the most important rules of the
organization.  As  mentioned  earlier,  India  granted  MFN  status  to
Pakistan,  whereas  on  the  other  hand Pakistan  consistently  refused  to
fulfill the agreement. The real cause of this denial had no relation with
trade and business but the issue that India had strict non tariff barriers
that are not in favor of Pakistani export to India. Every time it was asked
to point out these so called barriers it gave unclear reaction and declined
to acquire into specifics.

The  Information  Minister  of  Pakistan  accepted  the  country’s
decision with WTO on November  2nd to give  MFN status  to  India.
Hence  while  Pakistan’s  choice  should  be  greeted,  it  should  not  be
interpreted as an allowance to India. (Katju,2011)

The  uncomfortable  way in  which  Pakistan  has  granted  MFN
status to India, suggests the political significance of the decision. It was
declared by the Information Minister of Pakistan, Firdous Aashiq Awan
that the federal cabinet has made a decision to confer MFN status to
India.

The MFN status means that Pakistan will decrease the tariffs to
India  as  they  decreased  to  theirs  other  business  partners.  With  this
Pakistan  can  give  the  impression  to  India  that  it  has  granted  Most
favored Nations status to India and has fulfilled their  obligation as a
member of WTO. By discounted tariffs trade will be improved and both
the economies will be encouraged. It has been estimated that the annual
trade  between  Pakistan  and  India  is  approximately  2.7  billion  and
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around 10 billion of free trade from the origin of U.A.E. It has been
stated by a researcher that the potential of trade between both the nations
is  around  15  billion,  and  by  conferring  MFN  status  to  India,  this
probability can be achieved.

With this achievement, Pakistan shall allow the import of more
than 1200 negative items leaving only a handful of the restricted items.
In return, Pakistan expects India to buy its products including textile and
agricultural  products  and  various  other  commodities.  The  ban  on
Vietnam products was lifted in 1994 from the United States. Vietnam
exports to US increased gradually. However, Vietnam is one of those
countries to which the US has not yet granted MFN status. 35% tariff
rate has been set by US on Vietnam imports, and 4.9% is set as the MFN
rate.

However,  conferring  the  Most  Favorable  Nation  status  to
Vietnam can result in better trading conditions for the country and allow
adequate resource allocation. The improved market entry would increase
mutually the  quantity  of Vietnamese exports to the U.S and the cost
received for  them, at  the same time as reducing their  cost  to  United
States consumers. Both researchers apply a quantifiable balanced model
to examine the results of the US reducing its tariffs on the imports from
Vietnam. They estimation tariff changes by the United States in tariff
plan for 1997 weighted by Vietnam’s exports to the United States.

This  outcome  proposes  that  once  MFN  status  is  granted  to
Vietnam, it is expected that its exports would be doubled from that of
338 million dollars in 1996 to 768 million dollars. All the way through
the  conventional  guess,  the  gain  in  Vietnam  could  be  around  118$
million per year or it can be said that the real per capita income shall rise
up to 90% of which 40% shall constitute of efficiency and 60% would
come it there is improved trade. US imports of Vietnam products are
rising  rapidly.  By  the  time  Vietnam  gets  the  Most  Favored  Nations
status, the amount of trade development would be greater.

The exports  from Vietnam in 1998 are  estimated to  be 750$
million in a year. By reducing high taxes United States will  result  in
lesser prices for user welfare, hence increasing the amount of imports
from Vietnam. The profits estimated by direct welfare are 56$ dollars in
a year. There is a possibility to have noticeable additional gains to both
countries from the liberalization of Vietnam which is considered as a
result of the Martin, 1990).
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In this document the granting of Most Favored Nation to China
by  the  US  has  been  talked  about.  The  equilibrium  model  here  is
suggesting the rise in taxes from table 1 MFN to table 2 Non-MFN tax
levels. This statistics show that Chinese GDP shall decrease by3.6% in
value terms. And that Chinese exports will be reduced by 11 billion to
United States. The decline of US welfare to that of Chinese is less than
one tenth of the decline.

The authors in this literature have argued about the advantages
and disadvantages of MFN status granted to India by Pakistan. It was
argued that India granted MFN status to Pakistan back in 1966.

Since the standards of India are not according to Pakistan, there
is  insufficient  trade  opportunity.  India  must  allow  access  to  its  raw
material so that the importing countries of Pakistan can compete well in
the international and local market instead of relying on indirect imports.
The MFN status means that Pakistan will decrease the tariffs to India as
they decreased to theirs other business partners. With this Pakistan can
give the impression to India that it  has granted most favored Nations
status to India and has fulfilled their obligation as a member of WTO.
By discounted tariffs  trade will  be improved and both the economies
will be encouraged. It has been estimated that the annual trade between
Pakistan and India is approximately 2.7 billion and around 10 billion of
free trade from the origin of U.A.E. It has been stated by a researcher
that the potential of trade between both the nations is around 15 billion,
and by conferring MFN status to India, this probability can be achieved.

With this achievement, Pakistan shall allow the import of more
than 1200 negative items leaving only a handful of the restricted items.
In return, Pakistan expects India to buy its products including textile and
agricultural products and various other commodities.

Methodology
Main aim of this research is to find advantages of granting MFN

status to Pakistan or India with a focal point that what are the associated
benefits. Normally there are two types of researches: 

a) Subjectivist
b) Positivistic

Since  the  effort  here  is  to  understand  the  MFN  status  to  a
country and the study of different  cases of MFN status,  this research
falls in the subjectivist category. Primary data has been obtained through
unstructured interviews from officials and stakeholders. Secondary data
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has been obtained through journals, articles, newspapers, associated talk
shows, magazines, annual reports and internet surfing. The sample size
included 80-100 individuals who were interviewed for the purpose of
data collection and they helped the researcher at inferring the conclusion
for  this  particular  study.  Looking  at  the  nature  of  topic  we  chose
convenience sampling technique.

Organization/Individuals Visited:
 Directorate  of  Industry,  Commerce  and  Labor

Government of PKP 
 Hayatabad Industrial Estate Peshawar
 Department of Economics, University of Peshawar
 Kohat Road Industrial Estate Peshawar
 Army officers
 Department  of  International  Relations,  University  of

Peshawar.
 Centre  for  Public  Policy  and  Planning,  IM  Sciences

Hayatabad. 
 Member of National Assembly
 Area Study Centre, University of Peshawar
 Members of Provincial Assembly
 Small  and Medium Enterprise Development Authority

(SEMDA).
 Bank of Khyber, Head Office Mall Road Peshawar.

Analysis and Finding 
The analysis is done on the basis of the unstructured interview

session  held  with  80-100  individuals  who  served  the  purpose  of  the
research and on the basis of  that  information;  the present  research is
completed with drawing conclusion form that primary data.
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Advantages:  

1. Illegal trade will come to an end:
Illegal trade is defines as a trade that provides no benefit to a

country’s financial  system. There is  no tax and no custom duty.  The
trading partners acquire their own profits and benefits out of it.  Each
year  the  illegal  trading  between  India  and  Pakistan  are  detained  via
Dubai  and  Afghanistan  as  well  as  from Afghanistan  to  Pakistan.  As
taxes  are  not  paid  in  illegal  trade,  there  is  no  positive  influence  on
Pakistan’s economy since the inflow and outflow of the commodities are
not managed by the country.

If India is granted MFN status by Pakistan, the illegal trading
activities will  be expected to become legal hence leading towards the
betterment of Pakistan’s economy.

2. Political Inconsistency shall have a hopeful path:
Political problem will get better between the two countries once

MFN status is granted to India by Pakistan. There is no religious barrier
between India and Pakistan. It is mainly the political issue. Because of
the  political  conflict  there  is  adverse  relationship  between  the  two
nations. Similar is the case with Palestine and Israel because 20% of the
population  is  Muslim.  Hence  the  main  cause  of  adverse  relationship
between the two is political reason. (Khurshid, 2010).
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3. Trade will not take place for negative items:
The  list  of  650  –  1209  items  is  issued  by  the  Ministry  of

Commerce, Pakistan and marked them as “Negative Items” , trade in
those items is prohibited with India. 

Table 1: Major categories of negative item list: 

Products No. of items on
negative List

Vehicles other than railway 181
Electrical, electronic equipment 107
Paper and paperboard, articles of pulp,
paper and board

95

Iran and steel and its articles 150
Nuclear reactors, boilers, and machinery 99
Cotton, textiles and related articles 78
Plastic and articles thereof 83
Others 416

Source: www.eximguru.com/

4. Deed of Peace:
Mr. Thomas Friedman who is the author of the book named “ The World
is  Flat”  and  a  New  York  Times  journalist,  suggested  the  “No  War
Theory”  in  2005  and  explained  it  “The  Dell  Theory  of  Conflict
Prevention”.  This  hypothesis  suggested  that  “  not  any  of  the  two
countries would exchange blows with each other given that they share
the same international supply chain.”

It was proved by Friedman that the hypothesis he suggested can
be  applied  to  Taiwan  and  China,  the  two  hostile  countries,  who
gradually became incorporated by sharing the same supply chain, hence
avoiding the probability of defensive wars. Hence the only solution to
the  betterment  of  the  relationship  between the  two countries  will  be
possible if MFN is granted, according to Friedman theory.

5. Improved SAARC Relationship:
The  organization  by  the  name  South  Asian  Association  for

Regional  Coorporation  was  formed on  8th  December  1985.  It  is  the

236

http://www.eximguru.com/


organization for South Asian countries. It was formed with the mutual
consent of the governments of India, Bhutan, Pakistan, Bangladesh, Sri
Lanka,  Maldives,  and Nepal  who accepted its  agreement  allowing to
promote social and economic prosperity, cultural growth and a cordial
relationship among various other developing countries. It is committed
to  technological,  social,  and  cultural  growth  focusing  on
interdependence. It has seven members who joined the organization in
2007,  namely,  India,  Bhutan,  Pakistan,  Bangladesh,  Sri  Lanka,
Maldives, Afghanistan, and Nepal. 

Foreign  secretary  meetings  are  arranged  two times  in  a  year
whereas  meetings  for  state  heads  are  arranged once  a  year.  Its  head
quarter is in Nepal, Kathmandu.

India and Pakistan have a significant say in the SAARC. Both
nations  have  the  potential  to  get  their  economies  better  and  develop
good relationship. If Pakistan grants MFN status to India it will have a
good influence on SAARC because both the nations play an important
role in South Asia.

6. Negotiation Directions will be taken on Kashmir issue: 
The main problem between India and Pakistan is the Kashmir

matter.  Both of them have had wars over Kashmir in 1947, 1965 and
1999. India argues that Kashmir constitutes of 43% of the area. However
Pakistan argues that it constitutes of 37% of their area and the north of
Gilgit  and Baldistan which is  called as  Azad Kashmir.  The chaos in
Kashmir has become the cause of mass murder of the lives of Kashmiri
people.

7. Nearness will condense transport cost:
There are hurdles on both the countries’ borders. Because of the

adverse relationship between the two, activities across the border do not
take place. If MFN status is granted to India there will be a possibility to
decrease these hurdles and the cost of transportation will also be reduced
once trade starts taking place across these borders.

8. SAFTA shall be received:
The seven countries that are part of SAARC got into a contract

by the name SAFTA (replacement of SAPTA) on January 9 2004 at
Islamabad, the capital of Pakistan. The basic aim of this agreement was
to  lessen  trade  hurdles  and  decrease  tariff  to  0.5  %  among  the
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associating countries. This contract had to be completed by January 1
2006 and executed till  the end of 2015.  Hence yet  again,  if  Pakistan
grants  MFN  status  to  India,  it  will  be  revitalized  towards  SAFTA
resulting in economical development.

9. European Union trade concession package:
If MFN status is granted to India, the Advantage that Pakistan

will get out of is that New Dehli shall not be in opposition of one sided
trade allowance to Pakistan by the EU. Or else it is quiet possible that
India will be opposition of any allowance that is given to Pakistan. The
exports  to  EU  by  Pakistan  account  for  €3.8  billion,  that  include
mechanical, electrical, chemical as well as pharmaceutical items. This
one sided trade allowance between Pakistan and the EU will progress
trade balance.

10. Freedom of Trade in cement industry:
 Pakistan  can  meet  Indian  demand  of  cement  required  in

construction sector because it has great potential. Afghanistan imports
cement  from  Pakistan  but  little  of  it  is  imported  by  India  due  to
unfavorable  trading environment.  It  is  estimated that  India  owns  130
larger and 300 smaller units for the production of cement whereas it has
the production capacity of 234 million tons,  which is  insufficient  for
Indian construction sector. If cement is imported from Pakistan the cost
estimated would be 233 rupees which is 16% lower than the local cost of
production that is 280 rupees per 50 kg bag.  Furthermore, Pakistan has
better cement quality. Up to now, cement was imported through train,
and  if  MFN status  is  granted,  this  can  occur  via  Wage  border.  The
northern areas of Pakistan will benefit the most out of it. Gujrat port will
be beneficial for southern areas because it is closer to them. Hence, both
the countries’ interests can be met easily if MFN status is granted to
India  by  Pakistan.  India’  demand  for  cement  will  be  fulfilled  and
Pakistan’s exports will improve.

11. General Benefits:
If a nation gives MFN on imports it shall receive imports from

the most capable supplier. It is not necessary if tariffs vary from country
to country. MFN gives the advantage to smaller or developing nations to
benefit from the grants provided by larger or developed nations since
smaller nations are not eligible enough to do on their own.  By giving
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MFN  local  advantages  are  achieved.  Rules  are  similar  for  all  the
members  hence  it  reduces  the  annoying issue  of  determining  that  to
which nation a product must be given that contains parts from all over
the world. 

MFN holds back specific interests from attaining measures. e.g.
example, butter producers in country A may not be able to lobby for
high tariffs on butter to prevent cheap imports from developing country
B,  because,  as  the  higher  tariffs  would  apply  to  every  country,  the
interests of A’s principal ally C might get impaired. (Shahzad, 2011)”
Table 2: Expansion of positive list for trade with India

Year Pakistan’s positive list item
1986 42
1989 577
2004 687
2005 773
2006 1075
2008 1938
2011 1946

Source: Najib, W. b., Baig, F. A., & Ansari, A. (2012): Implications of
trade liberalization between Pakistan and Indai. Lahore: Punjab Board
of investment and trade PBIT.
Trade terms and conditions were normalized between India and Pakistan
in  the  beginning  of  80s,  resulting  in  positivity.  In  the  data  of  1986
selected, 42 items were in positive list that extended at a greater rate in
2000.  Another  crashing  hit  was  between2005  and  2006  during  the
Musharaf government and is increasing still in 2011.
Table 3: Top 10 Exports to India

Sectors 2006 2007 2008 2009 2010

Mineral  fuels,  oils,  distillation
products

97.0
3

62.0
1

154.0
4

44.1
5

37.2
5

Organic chemicals 34.8
3

10.1
5

7.02 38.9
5

29.9
3

Edible fruit, peel of citrus, melons,
nut

71.7 59.1
2

34.93 44.8
2

49.3
1

Cotton 43.5 48.6 46.66 34.9
4

19.1
2

Lead & articles thereof 4.7 25.4 4.1 7.8 13
Salt,  sulphur,  plaster,  stone,  earth,
cement, lime

.93 9 74.1 37.3 28.4
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Plastics and articles thereof 2.1 2.6 4 4.9 9.6
Raw hides, leather and skins 2.6 11.5 13 7.9 10.7
Precious metal compound, isotopes,
and inorganic chemicals

.05 .07 .63 6.27 9

Animals  hair,  fabrics  thereof,
horsehair yarn and wool 

3.4 7.7 4.4 2.5 6.8

Source: Trade map International trade center Geneva.  Mehta, P. S. (2012).
Trade relationship between Pakistan and India. Islamabad: Pakistan institute
of Legislative Development and Transparency PILDT

Table 4:  Top 10 Imports from India
Sectors 2006 2007 2008 2009 2010
Sugar and sugar confectionery 372.8 81.7 12.4

7
1.1 613.3

Organic Chemical 271 387.
7

467.
4

295.5 252.1

Manmade filaments .64 17.8 111.
4

414.5 300.4

Edible  vegetables  and  certain
roots and tuber

34.6 53.1 68.8 95.5 74.5

Coffee, tea, mate and species 22.9 71.8 63.5 33 67.6
Wastes foods industries, Residues,
animals fodders

66.75 89.1 102.
9

82.6 75.5

Rubber and articles thereof 38 49.1 49.9 34.1 46.8
Oil seeds, oleagic fruits, fruits and
grains seeds

15.1 20.3 18.4 3.65 45.4

Miscellaneous chemical products 3.06 19.4
5

34.6 23.2 42.9

Source:  Trade map International trade center  Geneva.  Mehta, P. S.  (2012).
Trade relationship between Pakistan and India. Islamabad: Pakistan institute
of Legislative Development and Transparency PILDT

The statistics in this table are in favor of India. However it does
not  specify  the  realistic  potential  that  can  come  from  a  mutual
relationship.  Because  legal  trading  facilities  are  not  provided,  an
estimation of 3 billion US $ of illegal trade occurs between India and
Pakistan  which  could  be  legalized  if  better  trading  opportunities  are
provided.

Moreover, major Indian imports to Pakistan constitute of Sugar
& Sugar  confectioner,  cotton and manmade filaments,  accounting for
613million  US  $,  320.04  million  US  $  and  300.4  million
correspondingly (Table  4).  The table  on commodity shows that  most
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important on the export list of Pakistan to India are edible fruits, peel of
citric  fruit,  nuts,  melons,  mineral  fuels,  oil,  distillation  items,  and
organic chemicals, amount up to 49.31 US million dollars, 37.25 million
US dollars, and 29.93 million equivalent.(Table 3)
Conclusion

The  analysis  done  by  the  evaluation  of  the  unstructured
interviews  with  different  personnel  from  different  fields  and
backgrounds helped the research in inferring that the MFN status will
not only improve the relationship with the network countries but it will
open a new gateway to the  economic activities  of  the  two countries.
Such a step is very fruitful for both the countries and their people.

A the same time it was also observed that people were a little
being biased and they were thinking such step will cut the process of
resolving Kashmir issue as they will be more focused on the economic
growth then on the Kashmir issue.

Additionally  they were also of the view that  such status  will
decline the Pakistan market and its industry as India is a big economy as
compared to Pakistan. They also stated that such relationship will not be
fruitful until the issue of Kashmir is resolved with India and before that
it  is  not  an intelligent  step to grant  MFN status to India beforehand.
Some also regard those people who support such step as being disloyal
to one’s country.

On the other hand some individuals regard this as drastic change
and a step towards prosperity of the nation and especially the industry.
They are of the view that economic activities will give a platform where
the Kashmir problem can be resolves by mutual understanding of the
two nations on one platform. They will come up with soft visa policies
for the citizens of both the countries. It will create job opportunities for
the people of other countries which will help in eliminating the curse of
unemployment  in  Pakistan  and  India.  Granting  status  will  boost  the
motivation  among  people  which  will  directly  affect  the  life  style  of
people by making the economy strong. Such an activity will make the
SAARC  stronger  and  the  relationship  will  get  stronger  by  making
SAARC and its  activities more supporting.  The government needs to
clear  its  instance  before  the  people  of  Pakistan  that  why  they  are
granting the status to India.  They need to develop confidence among
people  by  making  them  understand  the  advantages  and  prosperity
attached with this activity.

They need to tell the policy of their trade activities which will
take  place  with  India.  They  should  make  them  aware  of  their
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relationships with India in this regard. People need to forget the past and
move on with brotherly feelings which promise a better future for both
the  countries.  Entry  points  for  nationals  of  both  the  countries  will
increase by granting MFN status to India.
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