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Excellencies, distinguished guests, ladies and gentlemen, friends of Pakistan all.  

Good afternoon, my name is Herbert Davis and I am the Managing Director for South Asia Affairs at the U. S. Chamber of Commerce. 

It is my pleasure to address this distinguished audience on behalf of the Chamber of Commerce of the United States of America and the U. S. – Pakistan Business Council.  As many of you know, the U. S. Chamber of Commerce is the world’s largest business federation, representing over three million businesses of every size, sector and region.
On September 30, 2002 the U. S. Chamber of Commerce officially launched the U.S. – Pakistan Business Council.  Three Charter Members spearheaded the Council’s formation: The Coca-Cola Company—which, consequently, is celebrating its fiftieth year in Pakistan—, PepsiCo, Inc, and Sweetwater International.  Both Coca Cola and PepsiCo have been active with the U.S. Chamber of Commerce for years, and Sweetwater International is truly a success story of American commercial involvement in Pakistan.
Having the U. S. – Pakistan Business Council’s secretariat at the U. S. Chamber of Commerce demonstrates just how much the overall U.S. – Pakistan relationship is growing on the commercial and the political fronts. 
Five years ago the U.S.—India Business Council, one of the largest and most successful bilateral business councils in Washington, was the Chamber’s only bilateral business council in South Asia.  Since then, the Chamber’s South Asia activities have grown substantially.  In June 1998, the U.S.—Bangladesh Business Council was established, generated by U.S. business interest in Bangladesh’s sizeable natural gas resources.  Recently, the Chamber began a dialogue with the countries of Nepal and Sri Lanka—both of whom also wish to establish bilateral business councils.   Obviously, we could not be fully engaged in South Asia without active and energetic involvement in Pakistan.  In fact, the U. S. Chamber’s South Asia Affairs Department represents the largest set of resource allocations in the Chamber’s International Division.

The U.S. - Pakistan Business Council is now the forum in the U. S. for promoting trade and investment between the United States and Pakistan.  The Council is now an integral component of the South Asia Affairs Department at the U. S. Chamber of Commerce in Washington, DC, and represents the American corporate community in surveying opportunities in Pakistan’s vast resource-based industries—such as oil and gas and petrochemicals—the fast growing infrastructure sector—which includes opportunities in hydroelectric power generation, highway and motorway construction, oil and gas pipelines, port and railway projects, and other industries, such as textiles, garments, software and automotive manufacturing.

The primary role of the Pakistan Council is to foster a greater awareness of business opportunities in Pakistan and to generate increased foreign direct investment.  The Council brings together Pakistani and American business leaders for constructive discussions of business conditions and policy related issues.  The Council provides the most credible forum in the United States for dialogue on key economic, commercial, political and other relevant issues of interest to American companies doing or planning to do business in Pakistan.  

Through executive missions and existing business networks, Pakistan Council member companies have the opportunity to meet regularly with Ministers and Secretaries of the Government of Pakistan.  During the past four months, the Council has had the pleasure of hosting His Excellency Minister Shaukat Aziz twice, His Excellency Minister Humayun Khan and most recently, President Pervez Musharraf on June 26 for an International Forum dinner at the U. S. Chamber of Commerce.  This forum event followed President Musharraf’s historic meeting with President Bush at Camp David—the first meeting of a South Asian head of state or government at Camp David in U. S. history.  The Council also involves its members in policy discussions with Pakistan’s key business organizations, including the Federation of Pakistan Chambers of Commerce and Industry and the American Business Council here in Karachi.  
A key objective of the Council is to develop policy recommendations for further reforms in the natural gas and energy sector, telecommunications, financial services, insurance, infrastructure, information technology, transportation, and intellectual property rights.  We believe that bold reforms in these sectors that address the needs and concerns of American investors will only strengthen the American-Pakistani commercial relationship.
We recognize that the United States of America and Pakistan have had a long and close relationship.  Pakistan's close relationship with the United States developed against the backdrop of the Cold War.  Pakistan's strategic geographic position made it a valued partner in America’s push to contain the spread of communism in the region.  In 1954, Pakistan signed a Mutual Defense Agreement with the United States and subsequently became a member of the Southeast Asia Treaty Organization (SEATO).  We remember that during the Cold War, Pakistan was one of our closest allies in Asia. 
Despite some differences that the United States and Pakistan have experienced, the core relationship between our two countries has endured.  Now we are presented with a unique opportunity and challenge.  Through increased commercial dialogue and cooperation in the ongoing War on Terror, the United States and Pakistan have the opportunity—as partners—to achieve a joint vision for peace and economic stability and progress in South Asia.
Following our national tragedy on September 11th, 2001, Pakistan was among the first nations of the world to declare its friendship and solidarity with the United States in combating terrorism.
While our political and security relationships have blossomed over the past two years, the commercial relationship between the United States and Pakistan has also been reinvigorated.  In response to Pakistan’s cooperation with the United States in the global War on Terror, sanctions that were previously impediments to foreign direct investment have been lifted, but more needs to be done.    
Pakistan is a country rich in history, culture and human resources. Today it is also an emerging market rich with exciting opportunities for U.S. direct investment. 

There are significant possibilities for U.S. and other foreign suppliers and investors in Pakistan. However, realizing these opportunities will require sustained and sound economic policies by the government as well as actions to improve political stability and better develop human resources.  

When advising U. S. companies interested in doing business abroad, the U. S. Chamber of Commerce has established 12 Criteria for International Investors.  These are:

1. Internal Market — the size and potential for growth of another country's domestic market, especially the purchasing power of its customers are key.  You don't invest in a market where you have little potential to make a profit.
 2.  Freedom of Access to the Market — the strength of the competition as well as the degree of government (theirs and ours) interference to entering a country's market.  The freer the market, the more attractive it becomes as an investment opportunity.
 3.  Labor Force and Raw Materials — while the investor brings capital, technology and management to the table, the quality of the indigenous work force and the availability of in‑country raw materials are also important ingredients in the recipe for success.
 4.  Protection from Currency Devaluation — simply stated, if you make an investment in dollars, and then the local assets (valued in the local currency) are devalued, you have lost part (or possibly all) of your original dollar‑based investment.
 5.  Remittance of Dividends, Interest, Royalties and Technical Assistance Payments — if you can't get your money out of the country, then why invest?
 6.  Property Rights Protection — likelihood that a company's property, real or intangible (patents, copyrights, etc.), will be stolen.
 7.  Export Potential — ability to source from an operating unit in one market to serve nearby markets or maximize a company's global efficiency by trading among its various operating entities in different countries to round out its product lines.
8.  Regulatory Burdens — the cost of government intervention on business (and profits) in a country.
9.  Favorable Taxation and Tax Incentives — although tax incentives geared to attract initial investments are important, the final investment decision is usually based on how a country's taxation will affect the normal operating environment.
10.  Low Political Risk — an investor's ability to rely upon the integrity of the host government and its ability to maintain local law and order is essential to any long‑term investment.
11.  Predictable Macroeconomic Management — confidence that the economy in which the investment takes place will be managed in a competent and predictable way.  Simply stated, belief that the rules of the game will not change in the middle of a contest.
12.  Reliable Infrastructure Support — the ability to consummate transactions and get products and services to market is critical.  Whether it is reliable transportation services, power generation, insurance and accounting services, a competent financial system, or other basics, investments cannot yield reliable returns without them.
Now, as these criteria relate to Pakistan, everyone in this room need not be reminded of Pakistan’s internal market size, or the incredible human and resource potential that exist here.  Natural resources include arable, land, natural gas, limited petroleum, substantial hydropower potential, coal, and iron ore, which offer extensive energy resources that can be harnessed to meet the growing energy demands in the region.  

The government of Pakistan invites foreign investment through a package of incentives and a comprehensive program of economic reforms begun in 1999 including liberalization, privatization, and deregulation aimed at establishing a market-oriented economy.  Although these reforms have improved access to the market, non-tariff barriers, discriminatory treatment of imported goods, and the arbitrary application of customs tariffs have discouraged foreign investment.

The most serious area of concern for American companies interested in doing business in Pakistan are the excessive regulatory burdens that still exist, and the persistent anxiety over political and personal risk associated with this market.

Pakistan’s operating environment is still fraught with regulations and high costs for services.  Policies are sometimes inconsistent and there is a lack of transparency in decision-making.  Foreign firms are officially afforded treatment equal to domestic firms.  Nevertheless, inconsistent application of the law and corruption pose barriers to foreign investors.

Although Pakistan took a big step towards encouraging regional stability, yesterday, by receiving the India’s new High Commissioner to Islamabad, ongoing border tension associated with the Kashmir dispute is of concern to American companies.  Additionally, several instances of violence against American business interests, officials and U.S. mission employees in Pakistan have occurred.  We believe, however, that these issues can be overcome. 

Pakistan’s Macroeconomic outlook is quite positive despite the political and regulatory concerns that exist.  After growing at an average rate of over 6 percent per year from 1980 to 1991, real GDP growth slowed in the 1990's due to economic sanctions that resulted in a noticeable decline in foreign direct investment. Real GDP grew by 3.1 percent from 1998 to 1999 and by 3.9 percent from 1999 to 2000.  More recently, growth is estimated to exceed 5%.  With the lifting of economic sanctions in early 2002 and renewed economic engagement, it is my hope that Pakistan will continue to experience sustained growth in several key sectors in the years to come.  In fact, the World Bank Group recently praised Pakistan in its 2003 Country Report for decreasing the budget deficit, turning the current account deficit in the balance of payments into a strong surplus, keeping inflation below five percent, and increasing exports after years of stagnation.  

Pakistan is in an ideal geographic location with immediate access to the Central Asian Republics and has a competitively affordable and expanding workforce of 36 million—many of whom are well versed in the English language.  Since 1999, Pakistan has achieved significant macroeconomic success as recognized by the multilateral lending institutions, in particular the World Bank.  Pakistan’s foreign investment policy is among the most open and liberal in South Asia. All of this is good news for American companies interested in doing business in Pakistan.

U.S. Companies now have a powerful vehicle to explore the various opportunities through the U.S.—Pakistan Business Council.    As I mentioned earlier, the Council provides a forum for dialogue on key economic, commercial, political and other relevant issues of interest to American companies doing or planning to do business in Pakistan. The establishment of the U.S. Pakistan Business Council provides an institutionalized framework to foster business relationships and create awareness of business opportunities in Pakistan.  

Through the U. S. – Pakistan Business Council, the United States Chamber of Commerce will continue to engage Pakistan.  Through this continued commercial dialogue, I am confident that the partnership between the United States and Pakistan that began over fifty years ago will not only endure but also continue to grow stronger.  Working together, by continuing to assist American companies with interest in Pakistan, there is little doubt in my mind that Pakistan’s attractiveness as an investment destination will continue to increase.  Ladies and gentlemen, I thank you, again, for the opportunity to address this conference.  
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