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Impact of Unilateral Tariff Increase by
United States on Pakistani Exports

Muhammad Zeshan, Shujaat Farooq, Usman Qadir

“You should never let a good crisis go to waste,”
Response of Finance Minister, Pakistan on Tariff

Executive Summary

The US is the Pakistan’s largest single-country export destination as country exported $5.3 billion to
the US in FY2024, dominated by textiles. The US claims tariffs address trade deficits and “currency
manipulation,” but they risk destabilizing the partnership between the two countries. The proposed
29% US import tariffs will reduce Pakistan’s exports to the US by 20-25% (USD 1.1-1.4 billion
annually) , disproportionately harming the products with the largest share in the export basket. The
affected products are textiles, rice, and surgical instruments. While framed as a remedy for US trade
imbalances, the tariffs reflect a zero-sum approach by the US that ignores mutual gains from
comparative advantage, liberalization and GVCs. In order to minimize losses and take advantage of
long-term potential, this note suggests immediate diplomatic engagement, export diversification,
and cost-cutting measures.
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By Khaleeq Kiani

ISLAMABAD: The increase
in trade tariffs on Pakistani
products announced by US
President Donald Trump —
later suspended temporarily
— could have a devastating
impact on Pakistan’s impor-
tant exports and serves as a
wake-up call for diversifica-
tion, according to a state-
owned think tank.

“A storm may be brewing on
Pakistan’s trade horizon,” said
the Pakistan Institute of
Devel E i

institute cautioned that these
tariffs could lead to macroe-
conomic instability, signifi-
cant job losses and a critical
reductionin foreign exchange
earnings.

China asks US to
‘completely cancel’
reciprocal tariffs:
Page 12

The study, titled ‘Impact of
Unilateral Tariff Increase by
United States on Pakistani
Exports’ and conducted by Dr
Muh: 1 Zeshan, Dr

(Pide), adding that the “pro-
posed reciprocal tariffs by the
United States could have a
devastating impact on the
country’s export sector”.

In a stark policy note, the

Shujaat Farooq and Dr Usman
Qadir, analysed the conse-
quences of a proposed 29 per
cent reciprocal tariffs on
Pakistani exports to the
United States.

DAWN

Front Page - April 14, 2025

Trump tariffs could pose ‘$1.4bn risk to Pakistan exports’

« Study by Pakistan Institute of Development Economics says US policy should serve as “wake-up call’ for export diversification
* Warns tariffs may cost textile sector half a million jobs; leather, rice, surgical instruments, sporting goods also vulnerable

When added to the existing
8.6pc Most Favoured Nation
(MFN) tariff, the total duty
could reach 37.6pc, the policy
note said. The result would
likely be a 20-25pc decline in
exports to the US, translating
into an annual loss of $1.1-1.4
billion, with the textile sector
bearing the brunt of the blow.

In the fiscal year 2024,
Pakistan exported $5.3bn
worth of goods to the United
States, making it the country’s
largest single-country export
market. A significant portion
of these exports were textiles
and apparel, which already
face tariffs as high as 17pc.

If the proposed tariffs are
implemented, Pakistan’s price
competitiveness would be

| bl

like India and Bangladesh to
capture the market share.
The i

the tariffs and preserve long-
standing trade relations.
For le, the United

would extend beyond textiles,
the Pide analysis warned.
Major exporters such as
Nishat Mills and Interloop
may be forced to reduce pro-
duction, threatening more
than 500,000 jobs. Non-textile
exports — including leather,
rice, surgical instruments and

sports goods — also face
increased vulnerability.
Despite the risks, Pide

viewed the crisis as an oppor-
tunity for strategic transforma-
tion. The policy note encour-
ages Pakistan to take swift and
thoughtful action in response.
In the short term, Pide recom-
mended that Pakistan engage
diol

verely eroded,
allowing regional competitors

in high-level ic efforts

to highlight the mutual costs of

States exported $181 million
worth of cotton to Pakistan in
2024, a trade stream that is now
at risk. Pakistan might also
consider reducing tariffs on
select US imports — such as
machinery, scrap metal and
petroleum — to create room for
negotiation. Additionally, Paki-
stani firms could be encour
aged to use more US-origin
inputs like cotton and yarn to
help maintain value chains and
seek tariff exemptions.

For the long term, Pide
emphasised the need to diver-
sify both export products and
markets. Emerging destina-
tions such as the European
Union, China, Asean nations,
Africa and the Middle East

offer growth potential in sec-
tors like IT, halal food, pro-
cessed foods and sports goods.

The report also called for
measures to reduce energy
and logistics costs, streamline
regulations and promote
innovation and technology
adoption. Furthermore, a
comprehensive US  trade
strategy is necessary — one
that focuses on building syn-
ergies in technology, agricul-
ture, energy and value-added
manufacturing.

On the international front,
Pide noted that the proposed
US rtariffs exceed the World
Trade Organisation’s (WTO)
bound tariff ceiling of 3.4pc,
potentially violating multilat-
eral trade rules. While legal

Continued on Page 11
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PIDE warns reciprocal
tariff on Pakistan may
hit exports to US

Cautions these tariffs can lead to macroeconomic
instability, significant job losses, critical reduction in
foreign exchange earnings

translating
$1.1 billion to $1.4 billion.

A storm may be brewing
on Pakistan's trade horizon,
as PIDE warns that pro-

tion toward a more resilient,
diversified, and strategic
export future for Pakistan.”
In fiscal year 2024, Paki-
stan exported $5.3 billion

worth of goods 10 the United markets.

mlucithoomnxy‘s

posed reciprocal tariffs by allowing regional

the United States could have
a devastating impact on the
country’s export sector.

In a stark policy note

reciprocal
stani exports to the US, When
added to the existing 8.6%
Most Favored Nation (MFN)
tariff, the total duty could
reach 37.6%

The result would likely be
a 20-25% decline in exports
to the US, tanslating into
annual loss of $1. l-lANIicn.
with the textile sector bearing
the brunt of the blow,

“Trade is not a zerosum
game. It's about shared
value—about building con-
nections that make bolh
economies stronger. These
proposed tanfis nisk severing
those ties,” sadd Dr. Nadeem
Javadd, PIDE Vice Chancellor,
in a strong statement accom-
panying a new policy note,
*At PIDE, we see this moment
not just as a theeat, but as a
catalyst—for course correc-

Despite the risb. PIDE
views the crisis as an oppor-
tunity for strategic trans-
formation. The policy note
encourages Pakistan to take
swift and thoughtful action in
response.

In the short term, PIDE
recommends that Pakistan
engage in high-level diplo-
matic efforts to highlight the
an mutual costs of the tariffs
nndmvlomdmdm

trade relations. For

the US exported §181 nlllon try
Pakistan

worth of cotton to

in 2024, a trade stroam that is

now at risk.
Pakistan might also con-

sider reducing tariffs on

petroleum—t0 create room
for negotiation. Addition-
ally, Pakistand firmns could
be encouraged to use more
US-origin imputs like cotton
and yam to help maintain

value chains and sock tariff
exemptions
For the long term, PIDE

comprehensive US lnde
strategy Is necessary-—one
that focuses on building syn-
engies in technology, agricul-
ture, energy, and vadue-added
manufacturing

On the intemational front,
PIDE notes that the proposed

. US taniffs exceed the WTO's

The US-Pakistan textile
loop is a prime example—
American cotton supplies
Paldstani mills, which in tum
export finkshed guments to
the US. Disrupting this value
chain benefits neither coun-
The road ahead is chal
lenging, but it also presents
a chance for Pakistan to
recalibrate and strengthen its
export franework.

With timely diplomacy,
strategic policy reforms, and
bold diversification efforts,
Pakistan cannot only with-
stand this external shock but
also emenge a8 & More com-
petitive and resilient player in
the ghobal economy.
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US Tariff threat sparks wake-up
call for Pak’s exports: PIDE

MAHNOOR ANSAR

ISLAMABAD: “Trade is not a zero-sum
game. It's about shared value—about
building connections that make both
economies stronger. These proposed
tariffs risk severing those ties,” said
Dr. Nadeem Javaid, Vice Chancellor of
the Pakistan Institute of Development
Economics (PIDE), in a strong state-
ment accompanying a new policy note.
“At PIDE, we see this moment not just
as a threat, but as a catalyst—for course
correction toward a more resilient, di-
versified, and strategic export future
for Pakistan.” A storm may be brewing
on Pakistan’s trade horizon, as PIDE
warns that proposed reciprocal tariffs
by the United States could have a dev-
astating impact on the country’s export

sector. In a stark policy note released
on April 13, 2025, the institute cautions
that these tariffs could lead to macroe-
conomic instability, significant job loss-
es, and a critical reduction in foreign ex-
change earnings. The study—conducted
by Dr. Muhammad Zeshan, Dr. Shujaat
Farooq, and Dr. Usman Qadir—analyzes
the consequences of a proposed 29%
reciprocal tanff on Pakistani exports
to the US. When added to the existing
8.6% Most Favored Nation (MFN) tar-
iff, the total duty could reach 37.6%.
The result would likely be a 20-25%
decline in exports to the US, translat-
ing into an annual loss of $1.1-1.4 bil-
lion, with the textile sector bearing the
brunt of the blow In fiscal year 2024,
Pakistan exported $5.3 billion worth
of goods to the United States, making
it the country’s largest single-country

export market. A significant portion of
these exports were textiles and apparel,
which already face tariffs as high as 17%.
If the proposed tariffs are implemented,
Pakistan’s price competitiveness would
be severely eroded, possibly allowing
regional competitors like India and
Bangladesh to capture market share.
The economic consequences would
extend beyond textiles. Major export-
ers such as Nishat Mills and Interloop
may be forced to reduce production,
threatening more than 500,000 jobs.
Non-textile exports—including leather,
rice, surgical instruments, and sports
goods—also face increased vulnerabil-
ity. Despite the risks, PIDE views the
crisis as an opportunity for strategic
transformation. The policy note en-
courages Pakistan to take swift and
thoughtful action in response.
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voice for a new Pakistan

PIDE urges diplomatic
efforts on US tariffs to
maintain trade ties

he Pakistan [Institute of
Development Economics
(PIDE) on Sunday expressed
serious concern over the recent increase
in tanffs imposed by the United States
on imported from Pakistan,
sugpesting high-level diplomatic efforts
0 e the long-standing bilateral
relations.

“Trade is not a zero-sum game. It's
about shared value—about building
mlhu make both economies

“ PIDE Vice Chancellor Dr
Nadeem Javaid xaid in a statement and

“At Plg. we see this moment not
Jast as a threat, but as a catalyst—a
chance for coune correction toward a
more resilient, diversified, and strategic
export future for Pakistan,” he said,
xcot&nglolma relnsc

A storm be brewing on
Pakistan's Indt Dr Javad
warned, noting that the proposed US
tariffs could have a devastating impact
on Pakistan's export sector.

In a stark policy note, the institute
cautioned that these taniffs could lead to
macroeconomic instability, significant
pb loses, and a critical reduction in
forewgn ﬂduqrc

The st
Muhammad n, Dl ;ul
Farcoq, and Dr Usman Qudir, amalyzed
the comsequences of a proposed 29%
mnﬁml tanff on Pakistan exports to

When added 10 the existing 8.0%
Most Favored Nation (MPN) tanff, the
total could reach 37.6%. The result
would likely be a 20-25% decline in
exports 10 the US, tramlating into an
annual loss of $1.1- 1.4 billion, with the

textile sector bearing the brunt of the
blow.

In fiscal year 2024, Pakistan
exported $5.3 billion worth of goods to
the United States, making it the
country’s langest single-country export

market.

A significant ion of these
exports were textiles and apparel,
which already face tariffs as high
I7%. If the proposed tanffs are
implemented, Pakistan’s  price
competitiveness would be severely
eroded, possibly allowing regiomal
mpﬂm like Indn and adesh

tong:n

study \ud the economic
comsequences would extend beyond
textiles. Major exporters such as Nishat
Mills and Interloop may be forced to

reduce threatening more
than 500,000
Non-textile  exports—including

leather, rice, surgical instruments, and
sports poods—also face increased
vulnerabdity, it added.

Despite the nsks, PIDE viewed the
ofisis & an opportunity for strategic
transformation.

The policy note encou
Pakistan to take swift and thoughtful
ACtion In response.

In the shon term, PIDE
recommends that Pakistan engage in
high-level diplomatic efforts o
highlight the mutwal costs of the tanffs
and preserve  longstanding  trade
relations.

For example, the US exported $181
million worth of cotton to Pakistan in
2024, a trade stream that is now at risk.
Pakistan might also comsider reducing
tariffs on select US imports—such as

machinery, scrap metal, and
petroleum—to  create room for
negotiation.

Additionally, Pakistani firms could
be encouraged to use more US-origin
inputs like cotton and yam bﬂ
maintain value chains and seek tan

cxemptions,
r’::” the long term, PIDE

emphasizes the need to diversify both
export products and markets. Emenging
destinations such as the EU, Chima,
ASEAN nations, Africa, and the middle
Exst offer growth ial in sectors
like IT, hakl food, processed foods, and

poods,

The report abso calls for measures

to m e-vgfn and logistics costs,
tions, and promote
mno\mon and technology adoption.

Funthermore, a comprehensive US
trade strategy is necessary—one that
focuses on building synergies in
technology, agriculture, energy, and
valve-added mamufacturing.

On the imernatiomal front, PIDE
notes that the p US tanffs
exceed the WTO's bound taniff ceiling
of 34%, potentially violating
multilateral trade rules.

While legal recounse through the
WTO remains an option, Pakestan's
limited fiscal resources may hinder
such efforts.

More importantly, the tariffs ignore
::h:dr interconnected nature of global

The US-Pakistan textile loop & a
prime example—~American cotton
supplies Pakistani mills, which in um
export finished garments to the US
Disrupting ths value chain benefiss
neither country. ape
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US tarift threat sparks wake-up call for Pakistan’s exports, says PIDE

# Spokesman Report

ISLAMABAD:"Trade is not a
zero-sum game. Its about shared
value—about building connec-
tions that make both economies
stronger. These proposed tariffs
risk severing those ties,” said Dr.
Nadeem Javaid, Vice Chancellor
of the Pakistan Institute of Devel-
opment Economics (PIDE), in
a strong statement accompany-
ing a new policy note. “At PIDE,
we see this moment not just as
a threat, but as a catalyst—for
course correction toward a more
resilient, diversified, and strategic
export future for Pakistan.”

A storm may be brewing on
Pakistan’s trade horizon, as PIDE
warns that proposed reciprocal
tariffs by the United States could
have adevastating impact on the
countryS exportsector. Inastark
policy note released on April 13,

2025, the institute cautions that
these tariffs could lead to macro-
economic instability, significant
job losses, and a eritical reduc-
tion in foreign exchange earnings.
The study—conducted by Dr.
Muhammad Zeshan, Dr. Shujaat
Farooq, and Dr. Usman Qadir—
analyzes the consequences of a
proposed 29% reciprocal tarifl
on Pakistani exports to the US.
When added to the existing 8.6%
Most Favored Nation (MFN)
tariff, the total duty could reach
37.69%. The result would likely be
a 20-25% decline in exports to
the US, translating into an annual
loss of $1.1-1.4 billion, with the
textile sector bearing the brunt
of the blow.

In fiscal year 2024, Pakistan
exported $5.3 billion worth
of goods to the United States,
making it the country’ largest
single-country export market.

A significant portion of these
exports were textiles and apparel,
which already face tariffs as high
s 17%. If the proposed tariffs are
implemented, Pakistan’s price
competitiveness would be severely
eroded, possibly allowing regional
competitors like India and Bang-
ladesh to capture market share,

The economic consequences
would extend bevond textiles.
Major exporters such as Nishat
Mills and Interloop may be forced
to reduce production, threat-
ening more than 500,000 jobs.
Non-textile exports—including
leather, rice, surgical instru-
ments, and sports goods—also

face inereased vulnerability.
Despite the risks, PIDE views
the crisis as an opportunity for
strategic transformation. The
policy note encourages Paki-
stan to take swift and thoughtful
action in response. In the short
term, PIDE recommends that
Pakistan engage in high-level
diplomatic efforts to highlight
the mutual costs of the tarifts
and preserve long-standing
trade relations. For example, the
US exported $181 million worth
of cotton to Pakistan in 2024, a
trade stream that is now at risk.
Pakistan might also consider
reducing tarifls on select US
imports—such as machinery,
serap metal, and petroleum—to
create room for negotiation. Addi-
tionally, Pakistani firms could be
encouraged to use more US-or-
igin inputs like cotton and yarn
to help maintain value chains and

seek tariff exemptions.

For the long term, PIDE
emphasizes the need to diver-
sify both export products and
markets. Emerging destina-
tions such as the EU, China,
ASEAN nations, Africa, and the
Middle East offer growth poten-
tial in sectors like IT, halal food,
processed foods, and sports
woods. The report also calls for
measures to reduce energy and
logistics costs, streamline regu-
lations, and promote innova-
tion and technology adoption.
Furthermore, a comprehensive
US trade strategy is necessary—
one that focuses on building
synergies in technology, agricul-
ture, energy, and value-added
manufacturing.

On the international front,
PIDE notes that the proposed US
tarifis exceed the WTOS bound
tariff ceiling of 3.4%, potentially

violating multilateral trade rules.
While legal recourse through the
WTO remains an option, Paki-
stan’s limited fiscal resources may
hindersuch efforts. More impor-
tantly, the tariffs ignore the inter-
connected nature of global trade.
The US-Pakistan textile loop is
a prime example—American
cotton supplies Pakistani mills,
which in tum export finished
garments to the US, Disrupting
this value chain benefits neither
country.

The road ahead is challenging,
but it also presents a chance for
Pakistan to recalibrate and
strengthen its export framework.
With timely diplomacy, strategic
policy reforms, and bold diver-
sification efforts, Pakistan can
not only withstand this external
shock but also emerge as a more
competitive and resilient player
in the global cconomy.
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An Independent Voice

US Tariff Threat Sparks
Wake-Up Call for
Pakistan’s Exports, Says PIDE

IsLamaBaD: "Trade is not a
zero-sum game. It's about shared
value-about building connec-
tions that make both economies
stronger. These proposed tariffs
risk severing those ties," said
Dr. Nadeem Javaid, Vice
Chancellor of the Pakistan
Institute of Development
Economics (PIDE), in a strong
statement accompanying a new
policy note. "At PIDE, we see
this moment not just as a threat,
but as a catalyst-for course cor-
rection toward a more resilient,
diversified, and strategic export
future for Pakistan."

A storm may be brewing
on Pakistan's trade horizon, as
PIDE wams that proposed recip-

rocal tarifls by the United States
could have a devastating impact
on the country's export sector.
In a stark policy note released
on April 13, 2025, the institute
cautions that these tanifls could
lead to macroeconomic insta-
bility, significant job losses,
and a critical reduction in for-
cign exchange carnings. The
study-conducted by Dr.
Muhammad Zeshan, Dr. Shujaat
Farooq, and Dr. Usman Qadir-
analyzes the consequences of a

proposed 29% reciprocal tarift

on Pakistani exports to the US.
When added to the existing
8.6% Most Favored Nation
(MFN) tarifT, the total duty
could reach 37.6%. The result
wouldlikely bea20-25%decline

in exports to the US, translat-
ing into an annual loss of $1.1-
1.4 billion, with the textile sec-
tor bearing the brunt of the
blow.

In fiscal year 2024,
Pakistan exported $5.3 billion
worth of goods to the United
States, making it the country’s
largest single-country export
market. A significant portion of
these exports were textiles and
apparel, which already face tar-
ifYs as high as 17%. If the pro-
posed tariffs are implemented,
Pakistan's price competitive-
ness would be severely eroded,
possibly allowing regional com-
petitorslikel ndiaandBangladesh
to capture market share,
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