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Abstract 

A healthy pattern for national income growth is a shift toward more sophisticated and 
productive segments and expanding positions in industries involving more advanced 
technology and more skilled human resources (Porter 2000).Rising nationalworld export 
share can be a sign of upgrading but the type of industries that are gaining and losing 
competitive position are more indicative of a healthy upgrading of an economyThe purpose 
of this study is two-fold. First is to identify the sectors in Pakistan’s economy that can be 
regarded as’ competitive’. The methodology followed in this paper is similar to the method 
adopted by Porter (2000) to prepare cluster charts of competitive industries in his book 
‘Competitive Advantage of Nations’.  The second more challenging task of this paper is to 
develop a case study for the textile industry of Pakistan. This industry has come forward as 
the most prominent sector in terms of export competitiveness of Pakistan between the years 
1989-2009. 

The first objective of this paper is achieved through data gathered from secondary 
sources. The data is obtained from the International Trade Statistical Yearbook 1989 and 
2009. Porter’s methodology includes not only the industry’s exports and sales in a particular 
year, but also the change in the total world market share for a particular product. Pakistan’s 
exports are therefore analyzed at two points in time i.e. the years 1989 and 2009. The formula 
as given by Porter is: 
The world export share of a particular commodity was calculated as follows: 

Industry’s export rate = 
Total value of world exports of commodity Z for year A 

Total value of Pakistan’s exports of commodity Z for year A 

The second part of this paper is based on the information collected from 39 
establishments in the textile sector. This information was collected through a structured 
questionnaire as well as in depth interviews with a number of people associated with this 
sector. An empirical assessment has been carried out to analyze the impact of organizational 
attributes and social environment on the ability of the establishments to attain sustainable 
competitive advantage.    

The major findings in the first part of this paper show a rapid erosion of competitive 
advantage in many successful industries of Pakistan. This is particularly true in case of the 
food/beverages cluster. The share of this cluster, in Pakistan’s total exports, declined by more 
than 12% in the said time period. Pakistan’s position in health care and housing also seems to 
be declining. The gains have been most prominent in the textile cluster. 

The major point of concern that has come forward through this research is the lack of 
expansion and growth of industries associated with its most prominent clusters like the 
Textile sector. Although Pakistan’s exports have increased tremendously in terms of quantity, 
it has not been accompanied by industrial diversification of products. The commodity 
composition of Pakistan’s exports has not changed much since 1989. The successful 
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deepening and broadening of the clusters that is integral to successful economic development 
has not accompanied the increase in exports. 

The second part of this paper reveals that most of the organizational attributes of the 
firms in the textile industry and conducive to local clustering. Although this has created 
potential for economic value, the industry has so far failed to ensure the full realization of this 
potential. Proximity of suppliers and strong material linkageshas not been able to facilitate 
valuable information flow within the cluster. 

 
Introduction 

 
With the advent of technology, shrinking distances among nations, and increased 

communication, the phenomenon of globalization has not only emerged, but also the nature 
of international trade has changed. Now, competitiveness is a continuous process and it can 
be anywhere in the world. Earlier trade theories (Heckscher-Ohlin) revolves around inter 
sectoral relative advantage. However, these theories are now largely considered to be 
unworkable, yet they are helpful in explaining the broad patterns of trade. The differences in 
the level of technology across nations and the advantage derived from that is a clear exit from 
these theories. 

Competitiveness should not be bewildered with currency devaluation, abundance of 
natural resources, or cheap labor. These factors may create advantages in the short run, but 
sustainable competitive advantage cannot be achieved in such manner. Cheap labor is not the 
criteria for boosting competitiveness, as many countries have relatively cheap labor on 
efficiency adjusted basis. However, export shares or foreign earnings are important indicators 
of competitiveness, but unless the investments are not made in human resource and 
development of industry clusters for competitive advantage, the competitive advantage 
cannot be sustained for long. 

The aim of this paper is to analyze the competitiveness of Pakistani industries and its 
growth over a period of 20 years. The research uses the methodology of Michael Porter to 
identify competitive industries by means of world export share. The identified industries have 
also been classified into cluster charts to analyze the clusters and linkages. 

 
Literature Review 

 
Competitiveness has become the buzzword of the 21st century. The term comparative 

advantage is used extensively in strategic management, economics, and even in politics as a 
device to foster issues concerning policies.  There is no accepted definition of this term, it 
means different to different people, and it is widely explained by the variables it is 
measured.Wignaraja has characterized the literature on competitiveness into three 
perspectives: (as cited in(Heeks, 2006)). 

• “A macroeconomic perspective which focuses on internal and external balance and 
exchange rates’ management as an instrument for competitiveness; 

• A business strategy perspective which is concerned with rivalries between firms and 
countries and a limited role of public policies in fostering competitiveness; 

• A technology and innovation perspective that emphasizes innovation and learning at 
the national and company level and active public policies for creating 
competitiveness.” 
One of the leading philosophers in the field of competitiveness, Michael Porter, 

rejects the thoughts of classical economists that competitiveness may result from interest 
rates, currency devaluation, labor pool, management practices, or various government 
policies. He insists on innovation and productivity as the driving force behind 



competitiveness, and he acknowledges the fact that competitiveness is created not 
inherited.He argues that the only way to sustain a competitive advantage is by upgrading 
it.(Porter, 1990). However, before Porter the term competitive advantage has been used, but it 
has not been assessed in the way as it was by Porter. Like, Caves has used the terminology in 
the beginning of his article and he focuses on creating entry barriers by better utilizing the 
resources for enhancing the firm’s performance.(Caves, 1984). The World economic Forum 
defines competitiveness as: “the set of institutions, policies, and factors that determine the 
level of productivity of a country. The level of productivity, in turn, sets the sustainable level 
of prosperity that can be earned by an economy”. (World Economic Forum, 2010-2011).  

On the contrary, Krugman(Krugman, 1994) questions the assumption that country is 
similar to a corporation and argues that countries do not compete with each other as 
companies do, and he proposes that international trade is not a zero sum game, and defining 
competitiveness in terms of trade is a dangerous obsession which can lead to misunderstand 
the theory of comparative advantage. 

International competitiveness was defined in an article, by Boltho, as the level of real 
exchange rate which with suitable domestic policies would ensure internal and external 
balance.(Boltho, 1996). Internal balance refers to minimum level of unemployment with an 
acceptable rate of inflation, while external balance refers to some wanted level of current 
account. There is now large literature on the significance of relationship between 
competitiveness, trade and, growth. In the Keynesian point of view trade (export) was 
considered exogenous and growth endogenous, in a nutshell it should be recognized that to 
boost competitiveness in the longer run, support for innovation and diffusion of technology is 
required.(Fagerberg, 1996). 

The nature of the world trade is now governed by new dynamics. The competitive 
advantage is leading the international competition, rather than the comparative advantage of 
inherited resources. This view is widely explained by the Porter’s diamond model. This 
model does help in explaining the global automotive industry and empirical research 
indicates that factor conditions influence national competitiveness (Sledge, 2005). However, 
Porter’s theory has been criticized of being limited and only supported by evidence from 
countries having resource-based exports, in industries where trade is less; competitiveness is 
better measured by investment in overseas operations rather than exports. (Yetton, Craig, 
Davis, & Hilmer, 1992). The major criticism over Porter’s work is on his assumptions, and as 
Davies and Ellis said “The research methodology was also flawed and subsequent empirical 
studies have tended on balance to refute the theory’s major assertions. Sustained prosperity 
may be achieved without a nation becoming ‘innovation-driven’, strong ‘diamonds’ are not in 
place in the home bases of many internationally successful industries and inward foreign 
direct investment does not indicate a lack of competitiveness.”(Davies & Ellis, 2000) 

The literature related to both trade and international competition at the country level 
suggests that countries engage in international activities due to the advantages resulting from 
those activities, and thus Porter’s diamond model provides a link between firm and country-
specific sources of competitive advantage.(Smit, 2010). 

The conventional definition of competitiveness describes it as the rate of participation 
in the international markets, in a research the competitiveness of Puerto Rico was analyzed in 
accordance with the Porter’s diamond model, which consists of factor conditions (human and 
natural resources, infrastructure, and investment), demand conditions, related and supported 
industries, and firm’s strategy, structure, and rivalry, these determinants provide suitable 
environment for competitive industries’ clusters to develop. Puerto Rico’s exports were 
analyzed by the methodology of cluster charts as used by Porter in his study.(Vega-Rosado, 
2006). The results indicated to strengthen the economy in service based industries, and focus 
on the four determinants of Porter’s model as the country cannot rest on competitiveness of a 



small number of industries. Similarly, the cluster mapping was used to assess the 
competitiveness analysis of Bangladesh, which categorized Bangladesh as a factor-driven 
economy, according to Porter’s model, and highlighted the future challenges from the 
emerging competitive countries like India.(Ara & Rahman). 

The aim of Porter’s book: “The competitive advantage of nations” was to find why a 
nation is home base for a successful industry, and the main difference between competitive 
advantage and comparative advantage is the idea of one-time advantage versus sustainable 
advantage in a vibrant competition. Even though Porter’s model is geared towards developed 
economies, it can be applied to resource based countries; Ghana’s competitiveness was 
measured by the world market share exports and cluster charts were made; results showed 
that there is a large room for Ghana to become competitive and shift to innovation-driven 
economy.(Hoefter, 2001). 

The Porter’s competitive advantage framework was used to assess the Slovakia’s 
business environment and opportunities, the industries which were found to have potential in 
terms of four determinants of Diamond model were Mechanical/Electrical Engineering, 
Agriculture/Food, and Chemical Industries, and stress was laid on the development of 
individual firm’s core competency and focus should be on vision, innovation, and 
commitment.(CIBÁKOVÁ & ŠIMONČIČ, 2007). 

 
Porter’s Methodology Applied to Pakistan 

 
In order to analyze competitive industries of a nation, one has to first find indicators 

that are measurable in a constant approach. The methodology followed in this paper is similar 
to the method adopted by Porter to prepare cluster charts of competitive industries. However, 
some modifications were made before applying that theoretical model due to the 
unavailability of complete data. 

Firms, and broadly speaking nations, are able to sell their products to consumers if the 
value of their products exceeds their costs. A country is said to be competitive if it is able to 
provide that value. In order to analyze competitive industries, one has to find clear indicators 
which are measurable across nations. Porter’s methodology includes not only the industry’s 
exports and sales generated by foreign direct investments, but also includes the change in the 
total world market share for a particular product. 

Pakistan’s exports were analyzed in the years 1989 and 2009. The data was obtained 
from the International Trade statistical Yearbook 1989 and 2009. Due to unavailability of 
data, only products bearing three-digit SITC code were taken from the list of export tables. 
The starting point was the calculation of cut-off, which is the rate of participation of Pakistan 
in the world’s total exports. The formula is: 
Cut-off point = 
    Total value of world exports for year A 

Total value of Pakistan’s exports in year A 

The world export share of a particular commodity was found as follows: 
Industry’s export rate = 
     Total value of world exports of commodity Z for year A 

Total value of Pakistan’s exports of commodity Z for year A 

The competitive industries of Pakistan according to this methodology are shown in 
Table 1 and 2 for the year 1989 and 2009, respectively. The commodities which are 
competitive in both years are written in bold in the two tables. After preparing these tables, 
cluster charts were made. The commodities were classified into upstream industries, 
industrial and supporting functions, and final consumption goods and services (based on 
Porter’s theoretical framework). In this case no industry was classified as industrial and 
supporting functions, while the cluster charts for upstream industries and final consumption 
goods and services are given in figure 1 and 2. As the commodities in 1989 and 2009 were 



almost same and the nature of the commodities different in each year was same as 
differentiated by cluster charts, so the cluster charts of only 2009 are shown in the research 
paper. 

 
Porter’s Diamond Model and Pakistan 

 
Although rising national world export share can be a sign of upgrading, the type of 

industries that are gaining and losing competitive position are more indicative of a healthy 
upgrading in the economy. A healthy pattern for national income growth is a shift toward 
more sophisticated and productive segments and expanding positions in industries involving 
more advanced technology and more skilled human resources. The cluster charts reveal a 
major limitation of Pakistani industries as in the 3-digit SITC code. No industry was 
classified as industrial and supporting functions. Furthermore, majority of the industries were 
related to final consumption of goods and services. The absence of vertical linkages is also 
evident from the cluster charts. The most significant cluster is of textile, and this should be 
pointed out that the dependence of economy on one sector is not a healthy sign. From 1989 to 
2009, a few potential industries have lost competitiveness, like the commodity Spices having 
SITC code 075.



Table 1Competitive Industries of Pakistan in Terms of World Export Share, 1989 
(All values in thousand US dollars and according to SITC Rev 2) 

 
 

 
Source: Calculated from International Trade Statistical Yearbook 1989. 
Note: All the above identified industries are those in which Pakistan’s share of the world market exports 
exceeded its average share world exports in the year 1989. This is referred to as the cutoff point. 
Pakistan’s total exports in 1989 were US $ 4750816 in thousand. 
World’s total exports in 1989 were US $ 281398 million. 
Pakistan’s average share of world exports or cut off point was 0.17%. 

Serial 
No. 

SITC 
Code  

Commodity Pakistan 
Exports 

World 
Exports 

Pakistan 
Export 
Share 

World 
Export 
Share 

1 001 Food and live animals 536284 7757320 11.29% 6.91% 
2 034 Fish fresh, chlled, frozn 10454 1207881 0.22% 0.87% 
3 036 Shell fish fresh, frozen 64265 10563054 1.35% 0.61% 
4 042 Rice 308326 4608800 6.49% 6.69% 
5 057 Fruit and nuts, fresh or dried 58464 15831853 1.23% 0.37% 
6 061 Sugars and honey 48173 11922203 1.01% 0.40% 
7 075 Spices 12681 1409839 0.27% 0.90% 
8 263 Cotton 710892 8850298 14.96% 8.03% 
9 268 Wool (Exc tops), Anml Hair 20182 7814893 0.42% 0.26% 

10 291 Crude animal mtrialsnes 17806 2821207 0.37% 0.63% 
11 292 Crude Veg materials nes 42415 9760334 0.89% 0.43% 
12 611 Leather 257252 8113836 5.41% 3.17% 
13 651 Textile yarn 695025 21512026 14.63% 3.23% 
14 652 Cotton fabrics, woven 501498 13453922 10.56% 3.73% 
15 653 Wovn man-made fib fabric 152543 10337704 3.21% 1.48% 
16 655 Knitted, etc fabrics 16157 4268734 0.34% 0.38% 
17 658 Textile articles nes 406614 7114412 8.56% 5.72% 
18 659 Floor coverings, etc 226152 7465170 4.76% 3.03% 
19 842 Mens outerwear not knit 127745 14534264 2.69% 0.88% 
20 843 Women outer wear nonknit 108009 22699153 2.27% 0.48% 
21 844 Under garments not knit 77271 6491612 1.63% 1.19% 
22 845 outer wear knit nonelastc 94081 21911382 1.98% 0.43% 
23 846 Under garments knitted 108860 10447760 2.29% 1.04% 
24 847 Textile clthngaccesnes 39333 4493027 0.83% 0.88% 
25 848 Headgear nontxtlclthng 166943 9287028 3.51% 1.80% 
26 872 Medical instruments nes 60864 8084751 1.28% 0.75% 
27 894 Toys, sporting goods, etc 73465 17341767 1.55% 0.42% 
28 899 Other manufactured goods 28805 9459469 0.61% 0.30% 



 
Table 2Competitive Industries of Pakistan in Terms of World Export Share, 2009 

(All values in million US dollars and according to SITC Rev 3) 

 
Source: Calculated from International Trade Statistical Yearbook 2009. 
Note: All the above identified industries are those in which Pakistan’s share of the world market 
exports exceeded its average share world exports in the year 2009. This is referred to as the cut 
off point. 

Serial 
No. 

SITC 
Code  

Commodity Pakistan 
Exports 

World 
Exports 

Pakistan 
Export 
Share 

World 
Export 
Share 

1 001 Food and live animals 2726 16961.2 15.53% 16.07% 
2 034 Fish, fresh (live or dead), chilled or frozen 133.9 42870.4 0.76% 0.31% 
3 042 Rice 1774.5 18937.8 10.11% 9.37% 
4 057 Fruit and nuts (not including oil nuts), 

fresh or dried 
203 62986 1.16% 0.32% 

5 061 Sugars, molasses and honey 82.7 27012 0.47% 0.31% 
6 263 Cotton 220.1 10965.3 1.25% 2.01% 
7 287 Ores and concentrates of base metals, nes 78 18579.2 0.44% 0.42% 
8 431 Animal or vegetable fats and oils, processed; 

waxes of; inedible 
95.6 7781.6 0.54% 1.23% 

9 512 Alcohols, Phenols, phenol-alcohols and their 
derivatives 

107.9 31344.1 0.61% 0.34% 

10 574 Polyacetals, epoxide resins, etc, and other 
polyethers in primary forms 

156.7 36984.2 0.89% 0.42% 

11 611 Leather 270.1 16530.7 1.54% 1.63% 
12 651 Textile yarn 1329.9 37989.6 7.58% 3.50% 
13 652 Cotton fabrics, woven (not including 

narrow or special fabrics) 
1684.8 24135.8 9.60% 6.98% 

14 653 Fabrics, woven, of man-made textile 
materials (not narrow or special fabrics) 

350.9 31651.4 2.00% 1.11% 

15 658 Made-up articles, wholly or chiefly of textile 
materials, nes 

2899.8 38436.7 16.52% 7.54% 

16 659 Floor coverings, etc 132.1 11755.8 0.75% 1.12% 
17 661 Lime, cement, and fabricated construction 

materials (except glass and clay) 
539.4 23669.4 3.07% 2.28% 

18 841 Men's or boys' outerwear, of textile fabrics,   
not knitted or crocheted 

785.3 54069.6 4.47% 1.45% 

19 842 Women's or girls' outerwear, of textile 
fabrics,   not knitted or crocheted 

338.7 66842.1 1.93% 0.51% 

20 843 Men's or boys' outerwear, of textile fabrics,   
knitted or crocheted 

742.9 20976.1 4.23% 3.54% 

21 844 Women's or girls' outerwear, of textile 
fabrics, knitted or crocheted 

221.8 38104.4 1.26% 0.58% 

22 845 Articles of apparel, of textile fabrics, 
whether or not   knitted/crocheted, nes 

441 107400.6 2.51% 0.41% 

23 846 Clothing accessories, of textile fabrics, 
whether or not knitted or crocheted 

357.5 21153.2 2.04% 1.69% 

24 848 Articles of apparel, and clothing accessories 
not textile fabrics; headgear 

470.2 20540.8 2.68% 2.29% 

25 851 Footwear 117.3 80626.9 0.67% 0.15% 
26 872 Instruments and appliances, nes, for 

medical and veterinary sciences 
243 72139.4 1.38% 0.34% 

27 894 Baby carriages, toys, games and sporting 
goods 

257 84345.4 1.46% 0.30% 

28 897 Gold, silver ware, jewellery and articles of 
precious materials, nes 

475.3 64035.4 2.71% 0.74% 



Pakistan’s total exports in 1989 were US $ 17554.7 million. 
World’s total exports in 1989 were US $ 12377277 million. 
Pakistan’s average share of world exports or cut off point was 0.14%. 
 
 Figure 1:   Cluster chart for competitive Upstream Industries-2009 
  (SITC code, description) 
  Materials Forest 

products 
Petroleum/chemicals Semiconductor

s/computers 
Primary 287    Ores and 

concentrates of base 
metals, nes 

 512     Alcohols, Phenols, 
phenol-alcohols and their 
derivatives 

 

  431    Animal or 
vegetable fats and oils, 
processed; waxes of; 
inedible 

 574     Polyacetals, epoxide 
resins, etc, and other 
polyethers in primary forms 

 

  661    Lime, cement, and 
fabricated construction 
materials (except glass 
and clay) 

   

Machinery         

Specialty 
inputs 

       

Associated 
services 

          

 
 
Figure 2      Cluster chart for competitive final consumption goods and services-2009 

  (SITC code, description)  

  Food/Bev
erage 

Textiles/ 
Apparel 

Housing/Ho
usehold 

Health care Personal Entertainment/
leisure 

Primary 001   Food 
and live 
animals 

652    Cotton 
fabrics, woven 
(not including 
narrow or special 
fabrics) 

659    Floor 
coverings, 
etc 

872   
Instruments 
and 
appliances, 
nes, for 
medical and 
veterinary 
sciences 

897    Gold, 
silver ware, 
jewelry and 
articles of 
precious 
materials, 
nes 

894   Baby 
carriages, toys, 
games and 
sporting goods 

  034    
Fish, fresh 
(live or 
dead), 
chilled or 
frozen 

653    Fabrics, 
woven, of man-
made textile 
materials (not 
narrow or special 
fabrics) 

    

  042   Rice 658    Made-up 
articles, wholly or 
chiefly of textile 
materials, nes 

    



  057   Fruit 
and nuts 
(not 
including 
oil nuts), 
fresh or 
dried 

841   Men's or 
boys' outerwear, 
of textile fabrics,   
not knitted or 
crocheted 

    

  061   
Sugars, 
molasses 
and honey 

842   Women's or 
girls' outerwear, 
of textile fabrics,   
not knitted or 
crocheted 

    

   843   Men's or 
boys' outerwear, 
of textile fabrics,   
knitted or 
crocheted 

    

   844   Women's or 
girls' outerwear, 
of textile fabrics, 
knitted or 
crocheted 

    

   845   Articles of 
apparel, of textile 
fabrics, whether 
or not   
knitted/crocheted, 
nes 

    

   846   Clothing 
accessories, of 
textile fabrics, 
whether or not 
knitted or 
crocheted 

    

   848    Articles of 
apparel, and 
clothing 
accessories not 
textile fabrics; 
headgear 

    

   851    Footwear     
Machinery   

  
          

  
Specialty    

  
263   Cotton         

  
Inputs  611   Leather     
    

  
651   Textile yarn         

  
Associated 
services 

  
  

          
  

 
The cut-off point or rate of participation of Pakistan in world exports from 1960 to 2009 is 
shown in the following graph: 



 
 
Source: International Trade Statistical Yearbook 1965, 1980, 1992, and 2009. 

 
From 1960 till now, the rate of participation has decreased and from 1980 it has 

somewhat remain constant, meaning that the share of Pakistan in the world export pie had 
remained same for the last 30 years. Not only that, but also the industries which are 
competitive are more or less the same over the time period. 

It should also be pointed out that the degree of competitiveness of the competitive 
industries has fallen from 1989 to 209 which can be assessed easily from the world market 
share of respective industries. Since, Pakistan’s economy rests on the hands of numbered 
competitive industries, if the changing trade patterns adversely affected those industries, then 
Pakistan’s economy can be in real trouble. 

Apart from this, another major issue is the export markets. The pie charts below show 
the top ten export destinations by export volume in 1989 and 2009. The lists of these 
countries show that the majority of exports are to western countries and there is no 
diversification of markets in these selected two years. Nevertheless, it can be seen that the 
exports to UAE were 3.68% of total exports in 1989, and in 2009 they were 8.76%. As Porter 
has emphasized that local demand should be anticipatory of foreign demand, so by exploring 
markets which are similar to our nation in terms of taste, culture, and traditions, the local 
demand can be made sophisticated. 
 
 

 
Source: International Trade Statistical Yearbook, 1989 



 

 
Source: International Trade Statistical Yearbook, 2009 

 
Porter (1990) analyzed the competitive industry clusters in various national 

environments and he generalized his findings in the Diamond model. He concluded that the 
microeconomic and macroeconomic aspects of business environment are the key factors for 
productivity and competitiveness. The four determinants of Porter’s diamond model are 
analyzed in the light of competitive industries shown in the cluster charts as follows: 

• The factor conditions are the most important determinant on the competitiveness 
of Pakistan’s industries. In the competitive industries, human resource is mostly 
semi-skilled and is not equipped with the expertise to work with advance 
machinery. In Pakistan, a large number of students graduate from universities 
each year, but unfortunately, the majority of them are not from any technical or 
professional colleges. There is a lack of entrepreneurial mindset which could 
create employment. The status of business and engineering schools and colleges is 
quite high, but in spite of the fact that Pakistan is an agricultural country, 
enrollment in technical institutions is far from satisfactory. 

 

 
Source: Pakistan Statistical Yearbook 2009. 

There is a lack of collaboration between the academia and industry, and the 
curriculum is not in accordance with the industry standards. The overall business 
environment is marked by poor government performance, corruption, lack of 
infrastructure, energy crisis and meager control. 



 
Source: Global Competitiveness Report 2010-2011. 
 
 Local demand conditions are extremely significant for the competitive industries of 

Pakistan. The demand conditions are characterized by low domestic demand and 
higher government spending. A major issue is the absence of any regulatory 
international standards. Innovation and sophistication are required in this determinant, 
the local demand should be made stringier and in line with the foreign demandto 
sustain the competitive advantage of Pakistan.  
The graph below shows the factors important while trading across borders, the 
ranking of Pakistan as compared to other countries is not adequate, and it can be 
improved. 

 Trading Across Borders   
Countries Documents to 

export  
Time to 
export  

Cost to 
export  

Documents to 
import  

Time to 
import  

Cost to 
import  

  (number) (days) (US$ per 
container) 

(number) (days) (US$ per 
container) 

Bangladesh 6 25 985 8 31 1390 
India 8 17 1055 9 20 1025 
Iran, 

Islamic Rep. 
7 25 1090 8 32 1735 

Korea, 
Rep. 

3 8 790 3 7 790 

Nepal 9 41 1960 10 35 2095 
Pakistan 9 21 611 8 18 680 

Sri Lanka 8 21 715 6 19 745 
Source: WDI, 2010. 

 
 Related and supporting industries did result as a strong determinant in case of 

Pakistan. There are a large number of buyers and suppliers present locally in Pakistan, 
but they are not linked strongly, in fact there chains exist at a very small scale.The 
absence of competitive industries point out the lack of cluster development and also, 
the lack of horizontal and vertical linkages. Furthermore, the link between the 
practical world and educational institutions is not there which can pave way for 
quality research work and provide expert training services. 



 In relation to firm strategy, structure and rivalry, it can be described for Pakistan as 
highly fragmented and bureaucratic structure, stagnant corporate culture, fragile 
business environment, and no considerable existence of foreign enterprises. 
 

 
Source: WDI, 2011 

The graph above compares the net FDI over the years for Pakistan and other 
countries. Although, Pakistan has improved over the last several years, but relatively 
it has still to improve. 

Pakistan has improved on labor-employer relations, lowering of trade barriers, 
and local competition but has failed to improve the law and order situation, ad also 
issues like corruption and poor governance.  

 
 

Pakistan as a country has advantaged geographic location, as it has access to warm 
waters; trade opportunities among nations for Pakistan are quite high. It has a valuable human 
resource which is termed as Demographic dividend, abundant natural resources, and great 
significance at the global level. It cannot rest at the competitiveness of a few industries. It has 
to improve and upgrade the determinants of Porter’s diamond model, and the government 
should facilitate the impact of these determinants in a positive way. Pakistan has to recognize 
its strengths and invest in them to become competitive internationally. 

Conclusion: 

The recommendations as an outcome of this study are: 
 Pakistan needs to diversify its portfolio of industries, more focus should be on 

value addition rather than resource based products. The development of multiple 
clusters especially in Information and Communication Technology (ICT), 
Transportation, and tourism. 

 A cluster based vision should be developed, and government should make policies 
to support and promote clusters of competitive industries. Specially, the textile 
cluster should be given considerable importance. 

 For sustaining growth foreign direct investment is required, thus the government 
must support FDI inflows. Also, private sector should be encouraged to make 
investment which is discouraged by government activity. 

 Governance in all the sectors and particularly public accountability should be 
ensured to prolong the long-term growth and competitiveness. 



 Promote aggressively and immediately the diversification of export destinations in 
order to exploit the potential markets of Middle Eastern and other regions of the 
world. 

 The image of Pakistan should be positioned in a positive manner through rigorous 
advertising and public relations. The institutions of the government directly 
related with corporate world should be restructured and reorganized to boost 
investor confidence. 

 The value chain should be the focus of government policies, the access to raw 
materials should be ensured, technology spill over should be emphasized, and 
R&D condition must be upgraded. 
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