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Editorial
Far away from Islamabad, two powerful men met in
a virtual world. Only a few years ago, this would have
been a dream in a surrealistic novel reminding one of
Gabriel García Márquez’s “One Hundred Years of Solitude,” but this virtual world of Joe Biden and Xi Jinping was real. Though nothing much came out of this
Sino-US summit, yet the news of this meeting alone
helped reduce the tensions that had gripped the international scene for some time. Washington – hardpressed by 6% domestic inflation - asking China
to consider releasing its strategic reserves to bring
down international oil prices was a sign of changing
mood inside the Capital Hill where few months ago
such a thought would have been unimaginable – if
not blasphemous.
Since charity begins at home, so we wonder:
will this tiny bit of normalization between Allison
Graham’s “the Power” and “the emerging power” help
Pakistan? This is an important question because IMF
conditionalities are becoming more and more difficult for
the PTI government making Imran Khan unpopular even
amongst its erstwhile supporters. So far, the combined opposition has failed again to turn that perceived unpopularity into
tangible gains on the streets or inside the parliament. Though
almost all political parties were visibly happy on the emergence of fault lines between the Khan government and the
GHQ on the issue of DG ISI notifications and many predicted
that the end of Imran Khan was in sight – but subsequent political events again dashed these hopes.
PDM’s much talked about movement was not reaching
anywhere, and within parliament’s joint session, the government was finally able to get assent for almost 60 bills earlier
passed by the national assembly but not approved by the senate. These new laws may help the government to execute its
policies in several areas where it had remained stuck over the
past 39 months – most significant of these laws related to the
overseas vote and the electronic voting machines. PM Khan
appears confident that the sum effect of his economic and political initiatives will help him win the next elections scheduled for the second half of 2023 – though many think that these
may be held earlier. PM had recently launched the Kamyab
Pakistan program that collects several earlier initiatives with
a total budget of Rs. 14,000 billion. One of these programs
relates to Naya Pakistan Housing scheme being administered
by NAPHDA that was established through an Act in Jan 2020.
This month’s magazine is exclusively focused on Prime
Minister’s low-income housing program. PTI, in its election
manifesto, had claimed that it would create an enabling environment for the construction of five million housing units.
Now it’s becoming apparent that this political slogan was
based on erroneous judgment, and given the country’s capacity
issues and structural deficits, such a delivery was never possible within five years. Yet, the government took series of initiatives since the 2018 elections – including foreclosure laws,
pushing banks into housing mortgage, declaring construction
an industry, Amnesty scheme, fixed tax regime, subsidies for
low-cost units, and other incentives - that have started to create, for the first time, an enabling environment for low-cost
housing in Pakistan. However, IMFs’ concerns on these tax
regimes and rising costs of steel, cement, bitumen, and other

construction materials are creating new hazards for PM’s lowcost housing program. This Special edition focuses on the issue of low-cost housing in Pakistan, the vision brought by PM,
the significance of government initiatives, and the challenges
being faced by NAPHDA, builders, and financial institutions.

I am looking forward to hearing back from you as ever.

Subscribe to our GVS News Youtube channel:

Editor
Najma Minhas
Managing Editor
@MinhasNajma
Editor@GlobalVillageSpace.com
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PRIME MINISTER IMRAN KHAN
aya Pakistan Housing Program is a flagship initiative
of our government. As a measure of socio-economic
uplift, this program aims at providing much-needed housing facilities to all citizens, particularly focusing on the underprivileged and middle-income segments of
society. Naya Pakistan Housing and Development Authority
(NAPHDA) was created to realize this initiative.
It is a big challenge because, unfortunately, housing for the
low and middle-income people was never given due attention
in the past. Lack of a structured housing ecosystem and the absence of housing finance were some of the major impediments.
It took us about two years to get a favorable court decision
on the foreclosure law which was under litigation. After removing this legal bottleneck, the next issue was to make housing finance affordable for the low-income people so that they
could own their house by paying minimal monthly instalments,
roughly equivalent to their house rent. Hence, a comprehensive
mark-up subsidy scheme was introduced, and Rs 35 billion was
allocated for this purpose. To further bridge the affordability
gap, another Rs 30 billion were assigned to subsidize the cost

N
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of houses. It means that the government would contribute Rs
300,000 for each of the first one hundred thousand houses being built for the low-income people. Taxes on the construction
of low-cost houses were also reduced by 90%.
This program will also boost the construction industry,
which plays a pivotal role in the growth of more than forty
allied industries and offers large-scale employment opportunities, especially to the financially underserved people working
on daily wages.
Consequent to all the policy interventions, incentives, and
facilitative measures by the government, low-cost houses are
being built at a large scale, not only by government entities but
the private sector as well. Housing finance through banks has
also picked up significantly. With the launching of the Kamyab Pakistan Program, housing loans on as low as 2% service
charges are now available through micro-finance institutions
such as Akhuwat. A well-structured system is in place, and I
am hopeful that in the coming years, there will be significant
growth in the state of affordable housing all over Pakistan.
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TARIQ BASHIR CHEEMA
Minister for Housing and Works

T

o augment growth and development, the well-being of
the housing sector is indispensable. Due to the burgeoning population in the country, there is immense
demand on the housing sector to provide appropriate
housing facilities for all and sundry. The present government
has adopted a visionary approach for developing the housing
sector to address the issue holistically. At the very outset, the
government has declared the construction sector as an industry. The present government is of the firm view that the construction sector caters to housing needs and plays a vital role
in boosting the country’s economy, as directly or indirectly, almost 42 other industries are ancillary to the construction sector.
Accordingly, all impediments in the way of the construction
industry have been removed, and the implementation of housing schemes has started yielding the desired dividends for the
homeless citizenry. The government has successfully endeavored to execute the projects for the focused objective of housing units without putting a financial burden on the government.
Previously the development of the housing sector was in
the manifesto of various political parties, but unfortunately,
the sector was not accorded the due priority. The present government taking cognizance of this situation, has placed the development of the housing sector as one of its prominent agendas. To begin with, the government, in April 2019, launched

Naya Pakistan Housing Program with a view to creating an
enabling environment for the rising needs of housing units.
It is a two-tier program focused on restructuring the existing
housing-specific organizations through the establishment of a
separate Authority with the title “Naya Pakistan Housing Authority.” Simultaneously the policy has also provided financial
assistance through Mortgage Housing Scheme by the Banks
and Financial Institutions of the country to finance low-cost
and affordable housing on easy terms.
Presently, major projects worth Rupees 463 Billion are in
the offing, including restarted stalled schemes of 11,352 plots
at Green Enclave-I Bara Kahu, Sky Garden (Green Enclave-II),
and F-14/F-15 Islamabad. It has initiated new apartment
schemes consisting of 10,102 units at Kashmir Avenue, G-13,
Skyline, Apartments, Islamabad, Chaklala Heights, Rawalpindi, and Lifestyle residency, Lahore, Initiated Housing schemes
of 850 units with the Government of AJ&K & Government of
KP. Presently FGEHA is developing 9,500 units at F-12 and
G-12 Islamabad and has completed the booking of 714 housing /apartment units in Quetta Kuchlak. Booking of 636 apartments is in progress; out of 10,000 housing units, around 1,250
housing units are booked in the Peshawar project. Membership
drive for GB housing project at Minawar launched.
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Pakistan has seen political sloganeering of roti, kapra aur makaan since the 1970s, but practical on-ground results
have been few and far between. Overview of the challenges highlights the lack of mortgage financing driven primarily
by weak foreclosure laws and inadequate land registration and titles documentation, among other reasons.

P

olitical sloganeering of Roti, Kapra aur Makaan has
won hearts and minds ever since Zulfiqar Ali Bhutto,
founder of Pakistan People’s Party (PPP) rallied support from poor workers and farmers in the 1970 elections that ultimately made him country’s first directly elected
Prime Minister in 1973. But once in power he did little to give
effect to this political slogan and the goal to have “Makaan”owning your own home - has remained a pipe dream for most
Pakistanis to this day. Imran Khan government, that came to
power in August 2018, has for the first time in seventy years
of country’s history initiated a well thought out structured plan
to make this possible but will the reality change, for country’s
teeming millions, in near future remains to be seen.
Pakistan today with an estimated population of around
220 million is the fifth largest country in the world – after China, India, United States and Indonesia (as per United Nation’s
data). With a median age of 23, with 65% of its population
below 35, and a poverty rate close to 39% it ranks low on all
human development indices. Economic downturn, on the heels
of expensive energy contracts, beginning from 2017 and made
worse by the Corona Pandemic (2019-20) and global disruption of supply chains has thrown millions more below the poverty line and exact figures may not be available.
With an annual population growth rate of 2.4 percent according to the 2017 census it has a growing demand for houses.
Like other developing countries it is seeing a massive urbanization growth as people move from the villages into cities,
22
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unfortunately housing has not kept pace with this growth. Over
36 percent of the population live in urban areas. The country’s
two largest cities, Karachi and Lahore, alone house 60 percent
of all people living in urban areas; which has caused huge infrastructural problems from sanitation to education to health.
Social sciences literature shows that improved housing
helps to reduce crime rates, increase school attendance, and
reduce diseases faced by the populace. Ensuring access to adequate, safe, and affordable housing and basic infrastructure
is part of the Sustainable Development Goals (SDGs) goal 11
on creating resilient communities. This bigger picture is both
a nightmare and inspiration to prime minister’s team in Islamabad – but they are confronted by a difficult history.
Low-Cost Housing: A Historic Failure
Since 1947, it is believed that Pakistan has only added
around five to six million houses to its total stock of around 32
million houses (Urban: 20 million & Rural: 12 million) and the
country faces a 10 million shortfall in housing needs. Over the
next 20 years, the annual urban population increase is expected
to be about 2.3 million per year (around 360,000 households
at 6.35 individuals per household). Exact scientifically determined figures are hard to obtain, data from different sources
often conflict. However, it is believed by government departments and Association of Builders and Developers (ABAD)
that against an annual demand of 700,000 housing units, the
country constructs between 250,000-300,000 houses, leaving
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it with a shortfall of 450,000 houses per annum – that keeps on
adding to the unmet need.
However, in 2019-20, when NADRA conducted a need
assessment for low-cost housing on behalf of Naya Pakistan
Housing Development Authority (NAPHDA) it only received
around two million applications. So, all statistics can be relied upon only for rough assessments – and may not be reliable for policy decisions as per UN or internationally accepted
standards. This situation has further complicated the challenge
faced by Naya Pakistan Housing Authority (NAPHDA) that
has been mandated to provide sustainable solutions for poor
Pakistanis. Anyway, it is believed that urban areas face a shortage of over 40% and the remainder is in the rural areas. Over 47
percent of urban households live in katchi abadis (temporary
settlements - 8m in Karachi and 1.7m in Lahore) and in overcrowded situations. In Pakistan, 3.5 people on average live in a
room versus the world average of 1.1 persons.
According to Ansaar Management company (estimations,
2019) only 1% of all housing units built yearly cater to 68%
of Pakistan’s population (which earn < Rs.30,000) and 56%
of housing units are constructed for a market that represents
at maximum 12% of Pakistan’s population (i.e. those earning
Households and Population Census 2017

Administrative
Unit

Households

Total
Population

1998-2017
Average
Annual
Growth Rate
(%)

Pakistan

32,205,111

207,774,520

2.4%

Khyber Pakhtunkhwa

3,845,168

30,523,371

2.8%

Punjab

17,103,835

110,012,443

2.1%

Sindh

8,585,610

47,886,051

2.4%

Balochistan

1,775,937

12,344,408

3.3%

Islamabad Capital
Territory

336,182

2,006572

4.9%

FATA

558,379

5,001676

2.4%

Current focus on housing finance as
a key pillar of government’s social
and economic agenda, coupled with
bold policy steps have created an ideal
enabling environment for rapid and
sustained growth of mortgage finance
in Pakistan, with sharp focus on middle
income groups. While simplification
of documentation and processes will
play a key role in rapid roll-out of this
initiative; it’s equally important for the
financial sector to create the awareness
across all income groups about easyaccess to housing finance.
above Rs.100,000). The State Bank of Pakistan defines a lowcost house as one priced below Rs 2.5 million. An acute dearth
in housing persists in the price range of Rs 1 million to Rs 3
million ($7,000 to $21,500) in urban centres where incomes
range between Rs 30,000 to Rs 100,000. While previous governments have made ad hoc efforts of creating low-income
housing schemes such as “Apni Basti” under the Junejo government in 1987 and Mera Ghar under Nawaz Sharif in 1996,
a coherent and comprehensive low-income housing policy has
never been attempted – till the current government that established NAPHDA in Jan 2020. A policy framework that holistically looks at the challenges faced by the housing demand and
supply market as well as the equity of the need to provide clean
and respectable accommodation for the poor was thus badly
needed.
The development of a housing market faces a number of
challenges that I look at in this piece and it revolves around the
different players in the market. How easy is it to buy for the
individual or family, why bank financing is not easily available, what limitations do the construction and allied industries
face and what role is the regulator playing to ensure the development of the housing market. The government’s challenge is
to work on creating a housing eco-system that works for the
developer, financier, and the home buyer. Currently, there are
severe historic cracks in different parts of this cycle, which include lack of clarity on titles to give ease to the mortgage provider, little financial access to both the developer and the home
buyer, and a challenging environment for developers’ ease of
doing business. NAPHDA is struggling to fix these gaps – with
mixed results.

Source: Pakistan Board of Statistics
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Mortgage financing was almost impossible in Pakistan
People wanted to live in their own abodes, but it was not
happening for several reasons. The major problem was and
perhaps is that people do not have access to cheap long-term
stable mortgage financing. It is the easy access to mortgage
financing which throughout the world drives people’s ability to
buy houses; currently, in the United States almost 80 percent of
people construct houses through loans, it stands at 33 percent
in Malaysia, 11 percent in India, and 3 percent in Bangladesh.
By comparison, Pakistan has mortgage financing at 0.5 percent
which is way lower than its regional peers.
In Pakistan where the average income is around Rs.42,
000 per month (per household), it is not easy to finance a house.
Rental yields are low in Pakistan at around 3 percent; it can
cost around Rs. 6, 000/month to rent a house worth Rs. 2.5

million. A person living on Rs. 15, 000 to Rs. 20, 000 can bear
this amount, but not many individuals falling under this income
bracket will be willing to pay an amount more than Rs. 10,000
to pay for a mortgage to own the house.
Pakistan currently has 68,000 mortgage borrowers and
the average loan size in 2016 was Rs. 6.1 million, with a loan
to value (LTV) of around 48% – which means the house buyer
has to put a substantial amount of savings as a down payment
when applying for a loan. Additionally, the average mortgage
rate charged by banks is a variable rate that is on average 3.5%
+ Kibor (currently Kibor is at 7.5% - means the house buyer is
paying an interest rate of 11 %). Internationally housing loans
rates are mostly fixed and are generally between 4% - 5%..
In any housing policy for the poor, the government has
to ensure that the tenure of mortgage is long enough and the

Major Bottlenecks for Pakistan's Housing Market
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average rate low enough so that mortgage cost is close to the
monthly rent people would otherwise pay. In India, the Reserve
Bank of India (RBI) had assigned priority sector lending targets to banks which includes poor people housing and in Brazil
commercial banks had been directed to lend R$0.65 for every
R$1 received for deposits in savings accounts to housing finance. NAPHDA has now coordinated with State Bank of Pakistan to make it mandatory for banks to keep 5% of their loan
portfolio for housing mortgage.
Pakistan Mortgage Refinance Company (PMRC): Support
to the banks
Pakistan’s financial sector assets stand around 70% of
GDP and private sector credit to GDP is just 15%; as compared
to the regional average of around 48%. Pakistan has around 46
commercial and micro-finance banks and they account for 75%
of total assets of the financial sector. Banks generally receive
short-term deposits and thus prefer keeping their liabilities
short-term. Hence the maximum mortgage finance loans available are generally 10-15 years at variable rates making them
risky and uncertain for consumers. Unlike, other countries in
the region – especially India – Pakistan has very shallow capital markets, small amounts and few people are invested in pension and mutual funds, which otherwise would encourage longterm capital liabilities. In 2016, the government had introduced
a mortgage refinance company Pakistan Mortgage Refinance
Company (PMRC) Limited, to remove the mismatch of funding banks had by providing medium and long-term funding to
mortgage lenders, through their long-term credit lines and by
raising funds from the capital debt market at cheaper rates than
they would have otherwise been able to access. This is supposed to allow banks to on-lend at fixed rates and for a longer
tenure. PMRC after start of its operations in 2018, has built
this momentum with a refinance portfolio of PKR 21 billion
with 18 partner banks for tenors ranging from 3 to 20 years
and has raised fixed rate funding from the market of PKR 12
billion. Although the federal government had initially exempted the Bonds and Sukuk issued by PMRC from income and

City
Karachi
Lahore
Faisalabad

The government’s challenge is to work
on creating a housing eco-system that
works for the developer, financier, and
the home buyer. Currently, there are
severe historic cracks in different parts
of this cycle, which include lack of clarity
on titles to give ease to the mortgage
provider, little financial access to both
the developer and the home buyer, and a
challenging environment for developers’
ease of doing business.
capital gains tax for five years, this exemption was removed in
2020 due to IMF conditions. Such incentives are necessary in
nascent markets like Pakistan and for organizations like PMRC
so it can play the desired role of making mortgage finance accessible and affordable for the middle and low-income people.

Land registration and titles: Challenges of Non-Transparency
Pakistan still has centuries-old land registration system
managed under the patwari system – that introduces non-transparency into the titles and ownerships. This creates uncertainty
for banks when they wish to extend loans to potential home
buyers. In some parts of the country, the situation has improved
due to donor funding such as from the World Bank, which in
2012 started a project in Punjab - digital Land Records Management and Information System (LRMIS) that has helped to
remove uncertainty over title deeds in many parts of the province. In recent years, many private companies like Zameen.
com are developing new apps like “Plot Finder” to help their
clients with exact locations of land parcels and plots and
things may gradually become more transparent.
10 Most Populated Cities in Pakistan
Many large housing schemes still provide buyers
with
an allotment letter instead of a sale deed which saves
Population 2017
Population 1998
Change
Census
Census
the societies from paying government transfer fees and
capital value tax; however, it means banks will not pro18,891,076
9,339,023
102.2%
vide mortgage finance on such plots or homes. The government needs to outlaw such practices by private societ11,126,285
5,209,088
113.5%
ies to evade taxes and to improve transparency of titles for
banks and financial institutions.
3,204,726
2,008,861
59.5%

Hyderabad

2,106,091

1,166,894

80.4%

Rawalpindi

2,098,231

1,409,768

48.8%

Gujranwala

2,027,001

1,132,509

78.9%

Peshawar

1,970,042

982,816

100.4%

Multan

1,871,843

1,197,384

56.3%

Islamabad

1,009,832

529,180

90.8%

Quetta

1,001,205

565,137

77.1%

Source: Pakistan Bureau of Statistics
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Foreclosure laws: Seventy years struggle ended in
2020
Pakistan for a long time, after its independence from
British India in 1947, did not have laws which allowed
banks to reclaim properties where the homeowner had
defaulted on a bank loan. The introduction in 2001, under Musharraf government, of the Financial Institutions
(Recovery of Finances) Ordinance (FIRO-2001) allowed
financial institutions to foreclose the property of a defaulter without the courts intervening. However, in 2013 the
Supreme Court declared Section 15 of the Ordinance –
which empowered financial institutions to sell mortgaged
property without recourse to court – as being “ultra vires”
to the constitution of Pakistan. Given the tortoise pace at
GVS Magazine
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which the courts decide cases, it creatReforms Pertaining to Property Registration
ed a reluctance in the banking industry to consider new mortgage loans;
Reforms Carried out by Karachi
Reforms Carried out by Lahore
especially since these were among the
Removal of requirement to advertise in newspaper.
Availability of all documents online.
largest segment in their non-performing loan portfolios.
Creation of a standard template for sale and purchase of
In order to protect the banks and
Checklist of required documents is available online.
property.
encourage the housing market finance
to take off, in 2016 the then PMLN
Creation of systems for title searches and deed creation.
Removal of PT-1 form.
government introduced FIRO with a
Approval time has gone down from 208 days to 17 days.
Computerisation of sub-registrar office
new amended section 15, which allowed banks in Pakistan to opt for one
Launching of E-stamping by Bank of Punjab and
eliminated need for multiple visits to pay stamp duty.
of four options when confronted by
a case of wilful default: (1) foreclose
Online availability of land records
under the new section 15 of FIRO;
Procedures have gone down from 8 to 6.
(2) file a recovery suit in the banking
Approval time reduced from 26 days to 11 days.
courts; (3) employ recovery agents
Procedures down from 6 to 4.
to persuade defaulter to honour his/
her payments; (4) file a criminal case Source: Board of Investment
with the NAB. However current PTI
government had to fight in the courts
as in the low-cost housing segment, ROI is as low as 15%. It
to get legal validity and acceptance for the re-enacted section
is important for the government to provide incentives for the
15 of FIRO that was finally achieved in Lahore High Court’s
developers to engage them in such projects. One example to
landmark judgment of March 2020 when a four-member bench
consider was the Ansaar Management Company (AMC) modheaded by Chief Justice LHC disposed of the Writ Petition
el – they build houses on 60% of the buildable area and sell
33872 of 2016 (Mohammad Shoaib Arshad & others versus
them at cost, on the condition that the buyer moves into the
Federation of Pakistan)
house within 60 days, and cannot sell it, rent it or leave it empty
for a period of 4 years, to avoid it becoming a ghost housing
Access to funds: Challenge for Pakistani developers
scheme. The rest of the 40% of the buildable area is sold as
Pakistani banks – used to lend money principally to the
plots at premium market rates. These plots, unlike the houses,
government - have historically not provided funding to propdon’t have any conditions attached and deliver a major part of
erty developers to start projects for many of the reasons menAMC’s returns. Private Public Partnership policies have been
tioned above. Builder finance is very important to encourage
adopted by NAPHDA to encourage private builders to become
development in this sector. Expensive and difficult to obtain
part of government’s initiative – as discussed elsewhere in this
finance is a major cause why private sector developers target
issue of GVS.
middle-income and higher-income households – through advanced selling – of land and houses.
Regulatory framework & courts: Antiquated & Archaic
It is estimated that the return on investment (ROI) for
Land titling issues as discussed earlier preclude many
these projects (tailored for higher income households) for real
private developers from launching schemes – this has continestate developers fall in the range of 200% to 300%, whereued despite Pakistan moving towards digitalizing land titles.

Mera Ghar Mera Pakistan Loan Tiers
Tier 0
Financing
Amount

Tier 1
Installment

Financing
Amount

Tier 2
Installment

Financing
Amount

Tier 3
Installment

Financing
Amount

Installment

Monthly installment from year 1 to 5
Rs. 0.5 Million

3,300

Rs. 1 Million

5,546

Rs. 1 Million

6,600

Rs. 6 Million

46,518

Rs. 1 Million

6,600

Rs. 2 Million

11,092

Rs. 3 Million

19,799

Rs. 8 Million

62,024

Rs. 2 Million

13,199

Rs. 2.7 Million

14,974

Rs. 6 Million

39,597

Rs. 10 Million

77,530

Monthly installment from year 6 to 10
Rs. 0.5 Million

3,751

Rs. 1 Million

6,351

Rs. 1 Million

7,501

Rs. 6 Million

52,492

Rs. 1 Million

7,501

Rs. 2 Million

12,702

Rs. 3 Million

22,503

Rs. 8 Million

69,990

Rs. 2 Million

15,002

Rs. 2.7 Million

17,147

Rs. 6 Million

45,007

Rs. 10 Million

87,487

Source: State Bank of Pakistan
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Furthermore, even after Pakistan’s improvement on the World
Bank’s ease of doing business –private developers must apply
for and get over 19 NOCs, on average, for approval for any
housing scheme; the process often takes over 3 years and lots
of grease money.
Additionally, archaic zoning laws need to be amended
on ‘housing use and density’ especially on the construction of
high-rise buildings. Pakistan’s planners (the babus and now the
courts) have antiquated notions of what type of layout housing
schemes should represent. Modern urban planners suggest that
the most economically efficient use of resources require high
rise buildings with community spaces, where the intermingling
of residential units with industry and businesses create thriving
economic centres. Islamabad is a classic case of what not to
do. The city has a centre that has prime areas being used by
state and government buildings, then the next layers are residential (large houses using up lots of lands) and industry has
been placed on the outskirts.
Holistic planning on low-income housing requires that
government use professional urban planners that devise mixeduse and even better a mixed-income housing plans in which
good transportation links exist, employment opportunities are

In any housing policy for the poor,
the government has to ensure that the
tenure of mortgage is long enough and
the average rate low enough so that
mortgage cost is close to the monthly
rent people would otherwise pay.

Banking careers are thus made out of lucrative contacts with
decision makers in Islamabad and Pindi and not through learning strategies of modern finance and marketing.
This is an issue the government can reduce when it gives
incentives to the banks to provide mortgage finance. The government needs to launch pre-qualification criteria for developers and licensing those with whom it will work. They should
be required to submit an occupancy plan, how they intend to
continue to maintain and develop public buildings, etc.
Singapore is considered the world’s best example of public housing provided by the government. It is a success story
showcasing mixed-income housing with access to high-quality
public transport and education. 82 % of Singapore’s population
lives in publicly leased accommodation. Public housing is managed by
Ease of Doing Business Reforms
its Housing & Development Board
– leased out for 99 years. The govConstruction Permit Reforms
ernment awards ‘merit stars’ to conReforms Carried out by Karachi
Reforms Carried out by Lahore
tractors who perform well; for every
Creation of an integrated one window system
merit star earned they enjoy 0.5%
Removal of requirements for construction permits:
including counters of Traffic Engineering and
•
NOC form from Environmental Protection Agency
Transport Planning Agency (TEPA) and Water and
bidding preference when tenders are
•
Property tax valuation and certificate and Excise and
Sanitation Agency (WASA) at the Lahore
Taxation Inspection body
evaluated. A core contractor scheme
Development Authority.
also exists where contractors who
Created integrated public facilitation counters.
Reduction of approval time from 260 days to 92 days.
have S$500,000 level of capital and
Increased transparency through online availability of the
minimum of 5 merit stars were guarfollowing:
anteed annual workload for a fixed
•
Permit issuance statistics
Procedures down from 18 to 15.
•
Procedures, fees, and binding timelines on LDA
number of years.
website.
Summing up, Imran Khan gov•
Requirement checklists and required forms for all
major types of projects.
ernment has initiated a much-needed
process, it has worked with diligence,
Elimination of:
•
Requirement of requesting assessment copy of
but such are the challenges of inertia
property unit
•
Tax and Excise department inspection
built in the system of banks, bureau•
Inspection from WASA.
cracy, courts and media that it may
Cost has been reduced from Rs. 695,175 to Rs. 448,000.
take several governments to remain
Reduction in approval time from 266 days to 70 days.
steadfast before the results will reach
Procedures down to 8 from 20.
the teeming millions who are waiting
for “Makaan” since 1970.
Cost reduced to Rs. 170,650 from Rs. 311,150.

Source: Board of Investment

created, social community needs are fulfilled (including the
provision of civic services like water, utilities, and solid waste
management) and that set out needs for smart cities with green
and cheap houses for individuals. They need to impose a regulatory framework that sets standards of housing type to set up
as well as the quality of housing. This includes business use
and height of buildings.

TO READ OTHER
ARTICLES BY AUTHOR

Government actions creating lazy banks looking for easy
money
In the past decade, the government has crowded out the
private sector from access to liquidity as banks have found it
easier to make risk-free money by investing in government
paper – short-term-bills offering high returns with zero risks.
November 2021
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General Anwar Ali Hyder
Chairman (NAPHDA)

Unpacking
The Low-Cost Housing Inititiative

Editor GVS sat down with Chairman, Naya Pakistan Housing Development Authority (NAPHDA), Gen. Anwar
Ali Hyder to discuss Prime Minister's initiative on low-cost housing. The Chairman emphasized the importance of
affordable low-cost housing, Public Private Partnership (PPP) and the need to engage all stakeholders including
banks, builders and constructors to achieve Prime Minister Imran Khan’s vision.

r. Pirzada: No government in Pakistan’s history
had ever taken such an initiative on lowcost housing as has been done by the current
government. Gen Anwar Ali Hyder (Retired),
I would like to understand what compelled government
towards this initiative?
Chairman NAPHDA: There is a serious shortfall of proper
built housing in Pakistan, and the underprivileged segment of
the society is most affected by it. There was a dire need for lowcost housing as a measure of socio-economic uplift, particularly for the underprivileged segment of the society. Hence, Prime
Minister Imran Khan took this initiative of affordable housing
to help realize the desire of low and middle-income people to
own houses within their limited income and resources.

D

Dr. Pirzada: NAPHDA was developed in 2019 with an
ambitious agenda, two years have passed since then and
many criticize the slow pace of development; what are the
challenges that you have faced that you or the government
didn’t foresee before embarking on this ambitious plan?
Chairman NAPHDA: There were many issues, systemic
weaknesses, bottlenecks and impediments, which we had to
deal with. A lot has been done; however, we are still endeavoring to further improve the system. The fundamental challenge
was the absence of a housing ecosystem or an organized structure around which we could construct low-cost houses and deliver these to the deserving underprivileged people. When I say
there was no organized structure, it also includes the absence of
housing finance or mortgage facilities. And linked to this, there
was the more significant issue of foreclosure law.

Dr. Pirzada: When you talked about the absence of an ecosystem for low-cost housing, you mentioned the absence of
foreclosure law and how that was a very big challenge for
this scheme. What have you been able to do about that?
Chairman NAPHDA: Basically, banks all over the world
don’t do any sort of mortgage financing in the absence of foreclosure laws. Banks or financial institutions do not feel secure
unless they have the right to foreclose the property in case of
nonpayment of instalments/default without getting involved
in protracted litigation. Understandably, banks were only convinced to partake in housing finance after the successful enactment of the foreclosure law. Actually, Financial Institutions
(Recovery of Finances) Ordinance was promulgated in 2001
but it could not be implemented because of several petitions
filed against it in the courts. On the adverse decision by the
courts, in 2015, the government amended the act and added
reserve price to address the observation of the courts. However,
the amended act was again challenged in the courts. Finally,
after a lot of efforts and pursuance by the Prime Minister, we
got a favorable decision, first by Lahore High Court and then
by the Supreme Court of Pakistan in March 2020 and October
2020, respectively.
Dr. Pirzada: Why have we been unable to develop mortgage markets in Pakistan? When we look around the
world, we see all the developed countries have around 60
to 70% of GDP in the mortgage market; even in India,
housing mortgage constitutes 11% of GDP.
Chairman NAPHDA: Yes, you’re right, and this is what I
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wanted to explain; the absence of housing finance was the main
challenge, which always existed in our country. There was never any real focus on this in the past. Housing finance for the
low-income segment of the society is an even bigger challenge
because the policy rate in our country has generally been on
the higher side. Hence, in the absence of any form of housing finance, making housing finance affordable for the common man, which is NAPHDA’s priority, was a huge challenge.
Markup rates ranging between 13 to 17%, after including the
intermediation cost / spread of banks were simply unaffordable for the people who were our priority. It was for this reason
that the government had to introduce a markup subsidy scheme
(GMSS) for the low-income people.
Dr. Pirzada: Markup subsidy? What does it mean?
Chairman NAPHDA: Let me explain! It is a scheme
through which the government offers significant subsidies on
the markup of housing loans to the low and middle-income
people. For example, if someone wants to get a 5 Marla House
financed through banks (termed as Tier 2), then, for the first
five years, he or she will be charged only 5% markup, includ-

Signing ceremony between HBL and Dolmen Group to develop construction and
housing sectors

If we talk about housing finance for the
impoverished segment of the society,
then most of the issue revolves around
the policy rates that were offered by
successive governments. There is a
difference between housing finance
and affordable housing finance, and
our focus with this scheme is to make
housing finance affordable.

ing the intermediation cost of banks. In actual fact, the markup
combined with the spread of banks ranges between 12-13%,
out of which the client would only pay 5%, the remaining
amount would be provided by the government to the respective banks. The government has allocated Rs. 35 billion for this
scheme. Similarly, if the tenor extends beyond five years, the
client would have to pay 7% markup for the next 5 years (years
6 – 10); after which market rate would be offered for the next
10 years (years 11-20). You can get a maximum of 20 years
mortgage plan under this scheme.
For the houses built by NAPHDA or other federal or provincial government housing departments/development authorities (termed as Tier 1), the markup would be 3% for the first
five years and 5% for the next five years.
Now, with the introduction of Kamyab Pakistan Programme (KPP), which includes Naya Pakistan Low-Cost Housing component (NPLCH), the markup subsidy period has been
enhanced from 10 to 15 years with reduced customer pricing.
Markups are offered at as low as 2% per for the first five years,

Facility of Housing Finance/Markup Subsidy for Affordable Housing

Banks have received
loan applications
worth Rs. 170 Bn. Out
of which loans worth
Rs. 66 Billion have
been approved and Rs.
13 Bn have been
disbursed.
Government to
provide Rs. 35 Bn as
markup subsidy.

Facilitate low & middle
income people to pay
monthly installment
around levels of rent
they pay.

Up to 5 Marla
Housing Units Being
Built or Purchased by
People Themselves.
5% markup for first 5
years and 7% markup for
next 5 years. Loan up to
6 Million. Tenor upto
twenty years.

Source: NAPHDA
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Government earmarked
Rs. 30 Bn for cost subsidy
to those earning Rs. 20k
to Rs. 40k at the rate of
Rs. 300k per household.

Up to 5 Marla Housing
Units Being Built by
NAPHDA/ Government
Authorities in
Collaboration with
Private Sector. 3% markup
for first 5 years and 5%
markup for next 5 years. Loan
upto 2.7 million. Tenor upto
twenty years.
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I'm in favor of this fixed tax regime,
whether it is extended or not that I don't
know, that's the government's decision,
but it is in place till December. The
government will make a decision next
month on whether or not to extend the
period of this fixed tax regime.

4% for years 6 to 10 and 5% for years 11 to 15. Another big
advantage of KPP is that now subsidized housing loans would
be easily available through micro-finance institutions such as
Akhuwat, with minimal paperwork.
In line with the Kamyab Pakistan Programme, we have
moved a summary for approval of ECC and Federal Cabinet to
enhance the markup subsidy period from 10 to 15 years for the
Tier 1 of government’s markup subsidy scheme (GMSS), with
reduced customer pricing of 2%, 4% and 5% as being offered
in Kamyab Pakistan Programme. Hopefully, we would get it
approved soon.
Dr. Pirzada: But banks in Pakistan are used to giving
loans to the governments. They had never been eager on
the housing market, so how were you able to convince
them that this is something they must get into?
Chairman NAPHDA: We got a lot of support from the
State Bank of Pakistan. The State Bank created a standing
committee where all the major banks came together to discuss
how they could help in end-user financing and even project/
development financing. Prime Minister himself chaired several
meetings attended by the bank presidents to encourage commercial banks to support this initiative and address banks’ concerns. Finally, the State Bank of Pakistan made it obligatory for
all banks to allocate 5% of their domestic-private sector credit
for financing of housing and construction projects. Accordingly, banks would be financing projects worth Rs. 378 billion by
the end of Dec this year.
Dr. Pirzada: So, this means it’s also a catalyst for the national economy as it provides support to many other allied
industries.
Chairman NAPHDA: Our main priority was obviously
housing, but yes, the project also aims to boost the construction
sector in Pakistan. Especially in Covid environment when our
national economy was faced with several challenges and the
low-income people, particularly the daily-wagers were faced
with the specter of losing jobs, the Prime Minister decided
not to close down the ongoing construction activities and announced a significant incentive package for the construction industry, including a fixed tax regime and significant reduction in
federal and provincial taxes. A National Coordination Committee on Housing, Construction and Development chaired by the
Prime Minister was also constituted, which has been regularly
meeting on a weekly/bi-weekly basis since. This committee
has played a pivotal role in several important policy reforms
needed for the growth of the organized construction industry.
Apart from monitoring the progress of construction project ap-

provals through digital portals in all provinces, the committee
also oversees the efforts to conserve green areas, digitize cadastral land records, and master planning of urban areas. Resultantly, there was a significant growth in the construction industry, which rejuvenated a large number of allied industries,
created large-scale employment opportunities, particularly for
the blue-collar workers / daily-wagers, and contributed to the
overall growth of the national economy.
Dr. Pirzada: The construction sector admits that the
government’s initiatives helped them through fixed tax
regimes and amnesty schemes, but they demand it be
extended for another two years. What do you have to say
about that?
Chairman NAPHDA: I’m in favor of this fixed tax regime which is in place till the end of December this year;
whether it will be extended or not I really don’t know; that
would be a decision by the government/ministry of finance.
Till now, projects worth Rs. 493 billion have been registered
in the FBR. These projects have contributed to enhanced construction activity in Pakistan.
Dr. Pirzada: Is there any way the government could
negotiate with the IMF to extend the amnesty scheme for
another two years?
Chairman NAPHDA: the ministry of finance would have
to see whether it is possible or not. It is my considered opinion
that the fixed tax regime was beneficial to the economy. Till
now, projects worth Rs. 493 billion have been registered in the
FBR because of this fixed tax regime. And all these projects
have contributed a lot to the construction activity in Pakistan.
Dr. Pirzada: Some builders argue that most of the
construction activity in Pakistan takes place in Karachi
and this dense urban megalopolis was adversely affected
during this pandemic, approvals have always been slow,
and these were further affected because the lockdown in
Karachi by the provincial government was very strict. If
Karachi is given an amnesty scheme with fast approvals,
then that would really pump up the construction activity
in Pakistan and make room for numerous projects. Do
you agree?

Overall Economic Impact
of Government's Low Cost Housing Initiative

Total Turnover
Rs: 5,858.78 Billion

Jobs Created
924,858 jobs

Total Worth of
Projects Approved
Rs: 1,172 Billion
Total Projects
Approved
56,362 Projects

04

Source: NAPHDA
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Lands Under Consideration for Low-Cost Housing (NAPHDA)
MISCELLANEOUS
CG Sangjani

45.81 Acres

Mohlanwal Multan Road, Lahore

102 Acres

PUNJAB LANDS (Peri Urban)
Chiniot

82 Kanal

DG Khan

32 Kanal

Khanewal

38.10 Kanal

Khushab

54 Kanal

Lahore (Raiwind)

198.26 Kanal

Mandi Bahauddin

49 Kanal

Mianwali

84.3 Kanal

Multan (Jalalpur Pirwala)

32.69 Kanal

Sargodha, Chak No. 39NB

74 Kanal

Sargodha, Chak No. 48NB

125.4 Kanal

Sargodha, Chak No. 70NB

81.73 Kanal

PHATA LANDS (URBAN)
Air Port Road Sialkot

205 Acres

Jhelum

103.37 Acres

Chiniot

51 Acres

Hazro (Attock)

50 Acres

PHATA LANDS (RURAL)
Sheikhupura, Safdarabad, Chak
No.78-RB, Safdarabad

3 Acres

Lahore Pakpata Chak 95/ D, Pakpatan

3 Acres, 4 Kanal

Okara Renala Khurd Chak 24/ 1- AL,
Renala Khurd

14 Kanal, 3 Marla

Sahiwal Chichawani Chak 78/ 12-L,
Chichawatni

4 Acres

Bhakkar Darya Khan Tibba Hamid
Shah Wala

4 Acres

Khushab Jauharabad Chak 53/
MB,Jauharabad

4 Acres

Faisalabad Dijkot Chak 263/ RB,
Dijkot

4 Acres, 2 Kanal, 18 Marla

Faisalabad Jaranwala Chak No. 71/
GB, Khanuana Satiana Road

8 Acres

Faisalabad Jaranwala Chak No. 194/
RB Near Khurrianwala Bypass

10 Acres

Faisalabad Jaranwala Chak No.216/
RB, Mouza Muhammad Wala

16 Acres, 4 Kanal, 8 Marla

Faisalabad Samundri Chak No.478/
GB Samundri

5 Acres, 4 Kanal, 8 Marla

Sargodha Chak No. 75/SB, Muazzamabad Road

4 Acres & 2 Kanal (4.25 A)

Sargodha Chak No. 87/NB, Shaheenabad Road

3 Acre

Toba Tek Singh Kamalia

3 Acres, 2 Kanal, 14 Marla

Toba Tek Singh Chak No. 392/JB

6 Acres, 4 Kanal, 9 Marla

Source: NAPHDA
Note: PHATA refers to "Punjab Housing and Town Planning Agency".
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Chairman NAPHDA: Absolutely, we are aware of this,
but this question concerns all Pakistan, and is more related to
the process of project approval, which has never been easy in
our country. It takes a lot of time and at times the delays are deliberate for reasons well known. Project approvals through One
Window Digital Portal with back end automation and automated tracking system is the solution. Development and approving
authorities have made significant progress in this regard. The
purpose is to minimize personal interaction between the clients and concerned officials and to get the projects approved in
a transparent manner through digital portals as per laid down
timelines.
Dr Pirzada: From the time you took charge of NAPHDA,
where have you found most success, and on the contrary,
where did you face most challenges?
Chairman NAPHDA: I’d rather only look at the positives.
Three major areas that we have focused on include structural reforms to facilitate construction of low-cost or affordable
housing by NAPHDA and all concerned federal and provincial
departments / development entities, creation of enabling environment with requisite incentives for the private sector so that
they could be facilitated in building affordable housing in their
schemes / projects and to create a comprehensive and workable
system of housing finance to deliver the houses so build to the
deserving people. We have achieved significant success in all
three areas. Not only has the construction of low-cost houses
started, but now because of incentives offered by the government the private sector is willingly participating in affordable
housing projects. We have hundreds of applications from builders and developers which we analyze every day and refer to
the banks for financing. The system of housing finance through
banks is also in place now.
Dr. Pirzada: The federal and provincial departments are
making around 50,000 houses. What are your expectations
from the private sector, how many housing units do you
think they will deliver?
Chairman NAPHDA: It could possibly be a large number, perhaps in hundreds of thousands, but it all depends on
the support they get from the banking sector. As per the model approved by the ECC and Federal Cabinet, we analyze the
legal aspects of the proposals by the private sector. We also
look at the cost of the housing units and livability conditions
such as road connectivity and availability of basic services and
amenities etc. If deemed feasible, the projects are then referred
to banks for their appraisal and financing. The main incentive
that we are offering to the private sector is the availability of
enabled end-users. In simple terms, what we are telling them
is that you construct low-cost housing, and if you do it within a certain cost in livable areas, we will arrange a subsidized
mortgage facility for the low-income people willing to buy the
houses.
Dr Pirzada: What is the debt burden ratio right now?
Chairman NAPHDA: 50 percent, so if your household income is Rs. 50,000 per month, the permissible monthly loan
installment would be up to Rs. 25,000. Banks will not sanction
a loan if the monthly installment on the loan amount exceeds
Rs. 25,000.
Dr Pirzada: Let’s talk about housing finance. A long time
ago there was this House Building Finance Corporation,
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are they your partners as well?
Chairman NAPHDA: Yes! They
too, have done a lot of work to provide
housing finance to society’s low and
middle-income segments. Now with
the help of the State Bank of Pakistan,
all commercial banks are participating
in this effort. We basically started from
zero, and now the banks have received
around Rs. 219 billion worth of applications for housing finance, applications
worth Rs. 88 billion have been approved,
and around Rs. 23 billion has been disbursed so far under the low-cost housing
initiative.
Dr. Pirzada: What sort of mortgage
financing facility do you have for middle-class people.
PM Imran Khan and Chairman at the earth breaking ceremony of Angoori road project (NAPHDA)
Chairman NAPHDA: Under this
program, our focus is on addressing the
housing needs of the underprivileged
segment of the society, however It does include the midDr. Pirzada: You must have made a report on the total
dle-class people as well. If someone wants to get a 10 Marla
economic impact that NAPHDA was able to create.
House financed (up to Rs. 10 million) through banks (known as
Chairman NAPHDA: As per the data which we get from
Tier 3), then, for the first five years, he or she will be charged
provinces in the National Coordination Committee on Housonly 7% markup, including the intermediation cost of bank. If
ing, Construction, and Development, the overall construction
the tenor extends beyond five years, the client would have to
sector has generated economic activity of over Rs. 6 Trillion
pay 9% markup for the next 5 years (years 6 – 10); after which
and created over 9,58,000 jobs.
market rate would be offered for the next 10 years (years 1120). You can get a maximum of 20 years mortgage plan under
Dr. Pirzada: is it more than in previous years?
this scheme.
Chairman NAPHDA: Yes, much more. Most of it is because of the incentives given by the government to the private
Dr Pirzada: Do you think that the rise in steel and cement
sector such as the new approvals regime. Previously, people
prices and the rapid appreciation of US$ against a dewouldn’t get their projects approved for years but now with the
one window digital portal system the development / approving
preciating Pakistani Rupee would be a setback for your
authorities present monthly reports on the number of projects
program?
approved and the reasons for pending cases/non-approvals in
Chairman NAPHDA: This is a challenge, you’re absolutethe national coordination committee on construction, housing
ly right, but we’re not the only ones affected by this. This is a
and development. This has also facilitated large-scale construcglobal phenomenon, and we are trying to deal with it.
tion activity in the country.
Dr. Pirzada: Builders and developers strongly complain
Dr. Pirzada: How big of an impediment do you think an
that since 2015 there is a continuing regulatory duty of
unclear title of land is?
around 30% on MS steel bars, which is responsible for
Chairman NAPHDA: People face a lot of issues in banks
domestic price escalation; has the government given any
if
the
title of land is not clear and so we have introduced a systhought to get rid of that duty?
tem,
which
has already been implemented in Punjab, whereby
Chairman NAPHDA: We are aware of their complaint,
a portal has been introduced through which the banks can get
but it’s not merely regulatory duty as being described but sevthe titles verified within 15 working days from respective deeral kinds of taxes; we are looking into these issues to find the
velopment / approving authorities.
best way to prove some relief to the builders.
Dr. Pirzada: But the prices of steel and cement are bound
to affect you since you’ve set the cost of a housing unit
very low; for example, in urban areas, it’s around Rs. 27
lac, and in peri-urban, it’s around Rs. 18 lacs?
Chairman NAPHDA: That’s the loan that would be given on the housing unit. Not only has the government given
markup subsidy but also cost subsidy for this segment of the
society. The government provides Rs. 3 lac cost subsidy for
every house built by NAPHDA or other government entities.
The government has allocated Rs. 30 billion for the purpose of
cost subsidy.

Dr. Pirzada: Last question, do you think that the successive government would own this project as their own and
take it to its desired outcome?
Chairman NAPHDA: Definitely, they should, because it
is focused on the socio-economic uplift of the underprivileged
segment of the society. Without the government’s support, it
would always be hard for this segment of the society to own a
house for themselves.
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Construction Builds THE
Economy but needs attention
Mohsin Shaikhani
Chairman Association of
Builders and Developers (ABAD)

F

inally, seven decades after Pakistan was born, the construction sector has received the status of being an 'Industry' and received a comprehensive package, which
will help strengthen the national economy in the short
and long term by providing job opportunities to thousands of
skilled, semi-skilled, and unskilled workers and housing facilities to people.
Thanks to the current Imran Khan government, who understood the worth of the construction industry and implemented the election declaration of his party before the 2018 General
Elections and announced an Rs. 100 billion relief package for
the construction industry in April 2020. The two major objectives included bridging the affordable housing gap through the
Naya Pakistan Housing Programme, which was initiated in
April 2019 to build five million houses and boost the national
economy by creating employment opportunities. The construction package included tax incentives, waivers, and subsidies
for builders, developers, and property owners. Furthermore, to
encourage investment in the economy, investors were assured
that they would not be asked about their income sources.
Affordable housing has been a vision of ABAD for many
years, and the association has worked for its implementation
with consecutive governments. The organization never asked
for financial support from the government and only requested basic amenities, including water, gas, electricity, and road
access, to these Affordable Housing projects, but governments
never worked on this.
The construction industry is the second biggest employer
industry after agriculture globally. That is why the developed
countries have focused on construction and housing and why
special incentives were provided to the construction worldwide
during Corona to avoid an economic recession.
The special package for the construction industry in Pakistan during the Covid-19 pandemic, when almost all economic
activities came to a halt, saw the country gain economic momentum resulting in the start of several housing projects across
the country. However, due to a number of reasons, Karachi
and Sindh are yet to get the fruits of this package. Overall, the
construction industry contributes 2.53 percent to the country's
Gross Domestic Product (GDP) at present, and if certain hur-

dles are removed, this number can go beyond 10 percent within
two years. Furthermore, on the government's instructions, the
State Bank of Pakistan asked commercial banks to allocate five
percent of their portfolios to house financing on low mark-up
rates, and the government announced a subsidy of Rs 0.3 million for the first 0.1 million houses.
Although the incentives have increased activity in the
construction sector, the Naya Pakistan Housing Scheme has
not taken off in Sindh due to political differences between the
Federal and Sindh governments. Both governments must realize that the national economy is suffering due to their political
differences and bring forth positive solutions. According to one
estimate, almost 54 percent of people live in Katchi Abadis or
slums in Karachi; it is high time they are provided with proper housing. ABAD has offered to reconstruct Katchi Abadis to
phase out slums, but we are still waiting for approval and relevant policy from the government.
On the other hand, the construction industry continues to
suffer from obstacles that have shaken the confidence of builders and developers and investors, and allottees. In May 2017,
the then Chief Justice of Pakistan, Justice Saqib Nisar, banned
the construction of high-rise buildings in Karachi. At the time,
more than 300 projects were in the pipeline and were affected
by this order. After two years, the ban was lifted. However,
during this period, over Rs. 600 billion in investments was
stuck, and thousands of daily wage earners were rendered jobless.
More recently, the present Chief Justice of Pakistan has
banned the conversion of residential plots to commercial ones,
although they were located on commercial roads in Karachi.
Once again, work came to a halt for many builders and developers on projects that were underway at the time, already having paid conversion fees (up to Rs 22. million for 1,000 square
yard plots) to the Sindh Building Control Authority (SBCA),
who then denied approvals of building plans. It continues to
affect builders and developers, and they are now considering
moving their capital to construction-friendly countries.
Pakistan needs stable and long-term policies for growth. It
is high time that people at the helm of affairs and the judiciary
should take cognizance of the country's current economic situation and take decisions delicately to help grow the economy
and not damage our beloved motherland's prime interest.
Mohsin Shaikani is a renowned builder and developer for more
than three decades. He is current Chairman of the Association
of Builders and Developers of Pakistan (ABAD). This is his
fifth term as Chairman ABAD, and he is Patron-in-Chief of Allied Panel- a ruling panel of ABAD. He has also represented
Pakistan in World Bank and Asian Development Bank.
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Judicial Reforms
Pakistan's need of the Hour

P

akistan is a country having a population of more than
220 million people. The majority of the population
consists of youth. Urbanization is taking place at a
breath-taking speed.
The judicial system in Pakistan is loaded with heavy
pendency of cases. More than 2.1 million cases are pending
adjudication throughout Pakistan. The Supreme Court of Pakistan has a pendency of more than 50,000 cases. It usually
takes more than three decades for a suit to be decided, starting
from the lower court to final disposal from the Honorable Supreme Court of Pakistan. Such lengthy litigation can only be
afforded by people with deep pockets or having income from
unjustifiable sources. In cases involving the common man, the
litigant either loses hope if he is lucky to stay alive during the
pendency of litigation or he makes an out of court settlement
with the other party or else he or his next generation is not able
to pursue the case being dejected with the system. This results
in despondency. The cost of litigation has become enormous.
Good lawyers with face recognition are charging exorbitant
fees starting from 2.5 million to 50 million to appear in High
Courts or Supreme Courts. Still, the cases take decades to reach
final conclusions.
A large number of the cases pending in various courts of
Pakistan are frivolous in nature. They have been filed by those
litigants who are well aware that due to a huge backlog of cases
in courts, the matter will linger on for decades. Once they are
able to obtain a stay order, they will be able to have a safe passage for a long time thereby hiding their crime behind the stay
order and forcing the other party for out of court settlement on
their terms.
Government revenue amounting to billions of rupees is
stuck up in litigation.
Cases involving land and construction matters amounting
to trillions of rupees are yet to see their final disposal. Even
banks are not keen to lend money to the private sector except a
few business houses due to the time taken by courts to decide
the default cases. Big businesses in Pakistan are actively engaged in cartels as they are well aware that they can get away
with any penalty imposed by the Competition Commission of
Pakistan by hiring top legal minds. One such example is the
penalty imposed on the cement and sugar industries.
Imagine how much economic activity, foreign investment,
and employment can be generated if these cases are decided in
three to six months. Even a country like Afghanistan was able
to bring crime to a minimum level during the previous Taliban
Regime as cases were decided in the shortest possible time and
with minimum cost and penalties imposed. Results were astonishing crime rate dropped, number of litigations dropped,
and people had to think hard before planning for any kind of
activity which was against the law.
I have penned how delayed justice is adversely affecting
various segments of our society. If one writes in detail, a complete book with volumes can be written. However, if our country's judiciary is focused on resolving the long pending cases,
Pakistan will altogether become a different country to live and
work in. It will give a ray of hope to Pakistanis.
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Mohammad Hassan Bakshi
Former Chairman ABAD

Following are a few steps that need to be taken on an immediate basis to achieve desired results.
Immediate filling of vacant judicial positions.
Doubling the number of judges.
Ensuring that courts work in two shifts like how schools
work in two shifts.
4. Creation of a separate Constitutional Court.
5. Revisiting article 184(3) of the constitution of Pakistan. The suo motto cases to be heard by at least five senior-most Supreme Court judges, and the appeal against
any order shall be heard and decided by a full bench of the
Supreme Court of Pakistan.
6. Cases to be decided within six months of filling on all
judicial levels.
7. In cases where it is necessary to grant stay orders, they
must be heard and decided on a day-to-day basis.
8. Technology to be available for the bar, bench and litigant.
Online hearings shall be encouraged.
9. Mechanism for accountability of judicial officers and lawyers for delays in court proceedings or delayed judgments.
10. Restriction on the maximum number of cases that law
firms or individual lawyers can take at any given time.
11. Alternate dispute resolution mechanisms must be introduced and encouraged.
12. Periodic training of all judicial officers.
1.
2.
3.

In Pakistan, there are plenty of judicial brains which are
ready to collectively prepare a document that is practical and
acceptable to all. In this regard, the initiative has to be taken
by the Supreme Court itself, as no political government has
the wherewithal to ignite a debate on such sensitive issues. The
Chief Justice of Pakistan can create history by opening and
leading the process of judicial reforms in the best interest of
Pakistan. Millions of Pakistanis are looking at him to change
the destiny of our beloved country. We wish him and his brother judges best of luck.
Proud Citizen of Pakistan
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Steel and Cement Cartels: a Risk
To Prime Minister's housing Scheme

T

he construction industry of Pakistan is in a state of
panic. We again fear a rise in steel prices. In the last
12 months, steel prices have increased by more than
Rs. 70,000/ton. Between January 2020 and November
2021, steel prices, on average, have increased almost 100%.
Cement bag’s cost has increased by Rs. 176/bag in the same
time. Prices of other components directly utilized in the construction sector are also increasing. Overall construction costs
increased by around 70 - 75 percent in the last 12-14 months,
out of which the rise in the steel prices alone is responsible for
an increase of Rs. 550/sq.ft in construction costs. These steep
rises have disrupted all project expectations and are adversely
affecting the relationship between the builders and the end-users who have to purchase and who were making advance payments. This situation will have a huge impact on the PM Housing scheme, where the government had promised to provide

three Marla housing units to less privileged sections of society
in the price range of Rs. 1.8 million to Rs. 2.7 million. Everything is now at risk.
There is evidence of cartelization amongst a few powerful
producers in the steel and cement sectors. The issue of cartelization is also spreading in other sub-sectors like sand suppliers
and tiles. The government of Pakistan had done the right thing

Mr. Arif Jeewa
Ex-Chairman Association of Builders
and Developers (ABAD)

by creating the Competition Commission of Pakistan several
years ago. Initially, it looked like a functional institution, but
its current chairperson and leadership are watching all these
industry collusions helplessly. Either no corrective decisions
are being taken, or they are not succeeding. If anti-competitive
behavior is not to be checked, then the Imran Khan government
should disband the Competition Commission of Pakistan and
other dysfunctional and loss-making government bodies. In
turn, these resources can be used for providing tax relief to the
construction sector and the people of Pakistan.
The construction sector was finally declared an industry
by the Imran Khan government. Forty industries are directly
related to construction, and another 30-32 are indirectly part
of the construction economy. The government took many initiatives through its low-cost housing program, which started
to stimulate the construction sector and its allied industries
and brought national and overseas investments. However, the
steep price escalations in the steel, cement, and other construction-related industries are now a clear and present danger for
Prime Minister’s Housing scheme. These increases will disrupt
all cost calculations estimated to deliver the low-cost housing
projects undertaken to give the ordinary person in this country
a house. PM Imran Khan is not being given the correct picture by his team. He needs to take immediate actions to control
cartelization, bring down the costs, and help the construction
sector contribute to the national economy, as was his vision to
begin with.

Gross Profit Increase Jul-Sep, 2020 Compared With The Same Period in 2019
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Key issues identified by
housing sector experts
The government introduced its
Amnesty scheme and Fixed tax
regime in April 2020 for the
construction sector after the first
wave of the Corona pandemic
imposed a lockdown in the country,
and massive economic plight started to loom on the horizon. During a
press conference, the prime minister
clearly stated that “the reason he
was paying attention to the
construction sector was that it generated jobs for daily wage workers,
many of whom have lost their
income due to the ongoing lockdown.” With these sentiments, the
construction industry was helped
through the lockdown and achieved
excellent results. At the same time,
the government also made a massive push on the low-income housing scheme where it had promised
to develop 5 million houses. Naphda
estimates that close to 1 million jobs
have been generated from the
low-income housing projects, and
cement production is at several year
highs, overall an economic turnover
close to Rs. 6 trillion. The fixed tax
regime and Amnesty scheme are
now due to come to an end in
December 2021. GVS spoke to many
experts in the field and made the
following section of short pieces
identifying the impact and changes
needed in the economic and legal
framework to allow the sector to
develop further and continue the
good results already achieved in the
past 1.5 years.

1
2
3
4
5
6
7

Two-year extension of Amnesty Scheme that helped
to increase economic activity last year.
Extend Fixed tax regime that encouraged documentation
through a simpler tax regime for builders and developers.
Massive increase in construction material process is
making low-cost housing projects unsustainable. Price of
steel up by 80% and cement by 50%. Need to abolish 30%
regulatory duties on steel bar imports.
Special court benches to deal urgently with land matters
needed, in addition courts need to be active against cartels
to ensure lower prices for consumers.

Karachi cantonments need unified building bylaws.

Federal and provincial governments to auction land to
ensure land prices are kept in check and offer assurance
of clear titles to buyers.

Consumers need to have protection against arbitrary
decisions, Suo moto cases under 183 (4) need to have
some appeal mechanism and insurance market should be
facilitated.

8

Regulatory authorities to privatize sections dealing with
approval of plans for better efficiency and less corruption.

9

Urgent intervention needed in Karachi, 55% of the city, is
slums, and corruption is institutionalized.
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Amnesty Scheme
should be extended

The government should negotiate with the IMF to secure a two-year extension for the amnesty scheme offered to the
construction industry that ended on 30 June, 2021. Being the lifeline for almost 70 allied industries and the second
largest employer industry in the country, assistance must be provided amidst a grim economic situation.

B

uilders and developers, especially in Karachi and
interior Sindh, are demanding that the government
should extend its amnesty scheme for the construction industry, which ended in June 2021, for another
two years. They argue that Amnesty Scheme proved its success
in persuading investors, businessmen, and even common citizens to enter into FBR tax books and contribute to increasing
economic activity. However, slow-moving bureaucracy and
communication gaps bolstered by pandemic have not allowed
the country to fully benefit from the Amnesty Scheme – especially in Sindh.
PM Imran Khan had launched this “Amnesty Scheme for
Construction Industry” in April 2019. Pakistan, in the last 2530 years, had witnessed many amnesty schemes, but this one
offered by Imran Khan was uniquely different. Under previous
schemes, people were simply given an opportunity to legitimize their undeclared assets (physical or cash) by paying 1-2%
tax on their declared value. But Imran Khan government did
something altogether different. It used the Amnesty Scheme to
boost economic activity, generate employment and multiply
tax revenues. Government told businessmen that they could de40
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clare the physical asset or cash, but within six months of such a
declaration, they were committed to bring these newly declared
assets into construction projects - only then were businessmen
allowed to obtain immunity from questions.
This is one of the reasons why we have seen massive
price increases in urban areas for residential and commercial
plots and houses. The amnesty scheme was pushed through a
package promulgated through the Tax Laws (Amendment) Ordinance, 2020, whereby a new Section 100-D and 11th Schedule were inserted in the Income Tax Ordinance, 2001. It was
later extended through another ordinance. IMF resistance to the
idea was overcome by PM personally explaining that due to
corona, the economic activity of an already poor country, was
hit and the government needed this incentive to help stimulate
economic activity.
The Amnesty scheme showed results. It started to boost
economic activity in the country. Government believed that at
least 40 industries get stimulated by construction. Association
of Builders and Developers (ABAD) believes that around 70 industries can be considered “Allied Industries to Construction.”
Data shared by the Pakistan Bureau of Statistics (PBS) showed
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Banks to increase credit for financing
the housing & construction sector

Construction Sector Granted
Status of Industry

With a view to promote housing and construction
of buildings (Residential and Non-Residential) in
Pakistan, State Bank of Pakistan (SBP) has decided
to advise mandatory targets to the banks.
Accordingly, each bank shall ensure that the
financing for housing and construction of
buildings (Residential and Non-Residential) shall
be at least 5% of their domestic private sector
credit by December, 2021.

Exemption of Capital Gains Tax
Capital gains received by an individual on
the sale of residential property
(personal/family) house or flat, have been
exempted from income tax.

The Income Tax Ordinance has been
amended to declare construction sector
as an industrial undertaking, making it
eligible for benefits and concession
available to other industries.

Incentives
offered by
Government for
Construction
Sectors

An optional ‘Fixed tax regime’ from tax year 2020 and
onwards for eligible builders and developers has been
introduced on the income, derived from the sale of
buildings or sale of plots, from a new or an incomplete
existing project. Prior to this, tax was levied on a net
income basis. Rate and computation of liablity is
determined under rule 10 of the eleventh schedule.

Exemption of Withholding Tax on
Purchase of Building Materials

Reduction in Tax Liability
for Low Cost Housing
Any tax payable on the income, profits and
gains of projects of low cost housing
under NAYA Pakistan Housing &
Development Authority or EHSAAS
programme shall be reduced by 90%.

New Fixed Tax Regime from Tax Year 2020
and Onwards for Eligible Builders and Developers

Reduced Advance
Tax on Auction Sale

Eligible Developers and Builders shall be exempted from
withholding taxes on purchase of building materials.
Dividend income paid to a person by a builder or
Developer Company out of the profits and gains derived
from a project shall be exempt from tax and also tax
withholding obligations.

Reduced rate of advance tax of 5%
has been introduced for sale of
immovable property through
auction

Logistics and global supply chain disruptions have meant conthat the cement output grew by 57 percent during this period
struction materials have jumped in prices worldwide. Mild Steel
due to greater demand after the start of construction activities
bars (MS steel bars), the main material used for construction,
and an increase in exports. In the steel sector, the production of
are currently very expensive, internationally trading at above US
billets and ingots grew by 58 percent. Similarly, other indus$700/ metric ton. Pakistan has seen huge increases in cement
tries showed positive trends in their production. The break-up
and bitumen prices – developers are reasoning that soon these
of data until the end of June 2021 shows 1,100 projects with
prices will settle down, and along with the amnesty scheme, it
an estimated cost of Rs. 340bn were registered on a permanent
will enable further construction in the country. Shaukat Tarin,
basis with the FBR by fulfilling all requirements, including
country’s de facto finance minister, had declared in June that the
registration of taxpayers. And another 300 projects with an ingovernment had demanded another extension, from IMF, for its
dicative investment of Rs. 43bn is in draft stages. About 3,851
Amnesty Scheme – however, to this point (Nov 21), Pakistan has
buyers had shown interest in purchasing properties by availing
not been able to finalize its deal with IMF. Will the government
tax incentives for the construction sector till May 2021.
be able to obtain another much-needed extension for Amnesty
Unfortunately, Karachi, which is the main center of ecoScheme for construction remains to be seen.
nomic and construction activity (Pukka construction – higher
in Karachi and Sindh) in the country, remained worst affected in its economic activity during the corona pandemic
Economic Impact of Construction Projects Across Provinces
– and Govt of Sindh imposed most strict close-downs in
Karachi against federal advice. Karachi, the real engine of
Total
Punjab
Sindh
KP
Balochistan
ICT
the economic and construction industry, therefore, has not
been able to avail from the amnesty scheme due to delays
31,888
10,462
6,266
3,355
4,391
in getting NOCs and other regulatory approvals. Only 105
56,362
Projects
(56.6%)
(18.6%)
(11.1%)
(5.9%)
(7.8%)
approvals of the amnesty scheme were given in Karachi in
the last 18 months versus the hundreds issued elsewhere
1,171.7
515
295.1
115.1
39.4
207
Worth
across Punjab, ICT, and KP.
Bn
(44%)
(25.2%)
(9.8%)
(3.4%)
(17.6%)
ABAD sources maintain that 350 approvals are currently pending in Karachi, and more than 300 are expected
441,974
221,326
98,740
34,818
128,000
Jobs
924,858
if this amnesty is extended. The value of these projects is
(47.8%)
(23.9%)
(10.7%)
(3.8%)
(13.8%)
Created
estimated at Rs.1,000 billion. The builders’ community is
arguing that, in view of this reality, the government needs Economic
5,858.7
2,575
1,475.5
575.9
197.3
1,035
Bn
(43.9%)
(25.2%)
(9.8%)
(3.4%)
(17.7%)
Turnover
to negotiate with IMF to get the amnesty extended for another two years to help the country get back on its feet
which is also IMF’s goal. After agriculture – construction Source: NAPHDA
is the second biggest employment creator in the country.
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Fixed tax regime: great initiative by the government
With the end of the fixed tax regime nearing, the government needs to assess the pros and cons of the scheme. Over the
years this scheme was in place it has generated a lot of economic activity but will the new year see the end of this.
he fixed tax regime is due to expire by December 2021.
It was introduced in April 2020 to mitigate the effect
of the global Corona pandemic and to support and increase the economic activity in Pakistan. In a multipronged approach tackling the devastating economic impact of
the pandemic, Prime Minister Imran Khan introduced a fixed
tax regime along with an amnesty scheme. Last year, meeting
the demands of the construction sector, the PM extended the
fixed tax regime till December 2021, under Tax Laws (Amendment) Ordinance, 2020, but under pressure from the IMF, did
not extend the amnesty scheme, which expired in June 2021.
The new provision section 100D was introduced in the
Income Tax Ordinance, 2001 (the ‘Ordinance’); further, necessary Rules to that effect have been enacted by insertion of the
Eleventh Schedule to the Ordinance. They prescribed a schedule-based fixed tax regime for Builders and Developers, where
they registered as such with the FBR on a project to project
basis, based on the project area regarding their income from
the sale of building or sale of plots, for the tax year 2020 and
onwards.
The fixed tax regime differentiates between the rural and
urban areas and within urban areas (Lahore, Karachi, Islam-

T

abad, etc.). As per this regime, taxes have been significantly
reduced for all types of construction, and the government introduced a fixed tax for the construction of a square foot area.
For example, 1 square foot constructed area – you would pay
Rs.125 sqft. So, for example, if you built two 10 marla houses,
and 5000 square feet area each – and sold them– means you
would pay fixed tax for both only Rs.1,250,000.
However, for low-cost housing units under the Naya Pakistan housing scheme, 90 percent of taxes have been waived
off, and the investor is left to pay only 10 percent of the tax.
The difference with this particular scheme has been that individuals could only benefit from the fixed tax regime and amnesty if they invested in the construction sector, and it was not
a general amnesty. With these exemptions introduced by the
government, the construction sector naturally saw an uptick in
investments and, to date, projects worth Rs. 1172 Bn have been
registered on the FBR portal. With the increase in investments
from the private sector to promote the construction activity, the
expected economic turnover as a consequence of these projects
is estimated to be around Rs 5,859 Bn, with its impact ranging
from promotion of the 71 allied industries to job employment.

Impact of Initiatives as shown by DHA Lahore data - year by year
2018-19
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2019-20

2020-21

Residential

Commercial

Total

Residential

Commercial

Total

Residential

Commercial

Total

No. of App.

12,554

8,000

20,554

13,181

10,526

23,707

24,987

24,818

49,805

Area
(Mln sq ft)

19

9

28

37

25

62

77

57

134

Investment
(Bln PKR)

65

39

104

131

112

243

269

256

526

Multiplier
(Bln PKR)

325

194

519

653

562

1,215

1,347

1,281

2,628

Jobs

61,248

28,446

89,694

123,090

82,434

205,524

254,067

187,869

441,936
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Government should immediately abolish the 30% regulatory duty imposed on the import of steel bars (MS bars) as
the current domestic prices (Rs. 185,000-Rs. 190,000/ton) would render the NAPHDA low-cost housing initiative—
unsustainable. The demand for low-cost housing will shrink, and soaring prices would have dire consequences for the
construction sector.
xploding prices of construction materials
Construction industry experts GVS has
spoken with believe that due to exploding
prices of essential construction materials (especially steel and cement), the prime minister’s low-cost
housing initiative is under serious threat of collapsing—
unless immediate action is taken to scrap the 30 percent
regulatory duty imposed on steel imports. The prices of
steel products have skyrocketed in the country with MS
(Mild Steel) bars, an essential component in the construction of houses, going for Rs.185,00-Rs.190,000/ton
in the local market. This, coupled with the appreciation
of US$ and other factors, has escalated the situation to a
point where the government’s aim to deliver low-income
housing between the price ranges of Rs 1.3 million to Rs
2.7 million through PPP (Public-Private Partnership) has
become difficult.

E

The Demand to withdraw duties
The Contractors Association of Pakistan (CAP),
citing these factors as mentioned above, including the
hike in raw material prices - like steel, cement, and bitumen - has urged the government to take notice and make
amends to its outdated policies. An advertisement disseminated by the association in the first week of Novem-

Pakistan Steel Industry Manufacturing Capacity and Demand
Category

Products

Total Domestic
Capacity (MT)

Total Demand
(MT)

Long
Products

Billets Rebar, WireRod, Angles, Shapes,
Structural Sections,
Beams, Girders

5,000,000

5,000,000

Hot Rolled Coil

550,000

2,700,000

1,750,000

1,400,000

Spiral Welded Pipes,
Polymer Coated Pipes

450,000

Project Based

Longitudinally Welded
Tubes & Pipes,
Galvanizing

1,150,000

780,000

Seamless Pipes

150,000

140,000

Bars, plates, forgings etc

75,000

75,000

Net Total

9,125,000

8,895,000

Flat
Products

Cold Rolled Coil,
Galvanized Coil, Color
Coated Coils

Tubes &
Pipes

Alloy &
Engineering
Steels

Source: National Steel Advisory Council, Pakistan
Note: MT refers to Metric Ton
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Top 10 worldwide Steel Producing Countries in
Million Tons (2020)

Rising international prices
If there was a rationale behind these regulatory duties in
2015-16, it was lost when international steel prices rose to US$
440/ton in 2018. Over the past several months, prices have escalated to well above $700/ton in the international market. The
absence of imports has multiplied steel prices in the local market, creating serious challenges for the construction industry
in general and low-cost housing programs like Naya Pakistan
especially.
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ber outlined how the construction industry is being strangled by
an ever-increasing price of these essential raw materials. CAP
Advertisements argued that prices of steel bars have increased
from Rs. 104,000/ton to Rs.183,000/ton; cement prices from
Rs. 480/bag to Rs. 730/bag, and bitumen from Rs. 64,700 per
ton to Rs. 130,600 per ton between March 2020 and October
2021. The accumulated effect of these developments has sent
alarm bells ringing through the construction industry market,
and ABAD (Association of Builders and Developers), with
more than 1200 builders, wants an immediate withdrawal of
the 30 percent regulatory duty imposed on imports of steel bars
to provide much-needed relief to builders and the construction sector. The continuing existence of these regulatory duties
(continuing from 2015), points to bureaucracy’s insensitivity
and the existence of a strong steel cartel in the country, influencing policy-making circles.
Regulatory duties, why?
Regulatory duties are imposed by a government or a state
to protect its local industries from external market fluctuations
through the placement of limiting conditions/restrictions on imports. In 2015 the price of Mild Steel (MS) bars dropped significantly in the international market, coming down from $630/
ton to $430/ton, and 15 percent regulatory duty was placed on
imports of MS steel bars, under pressure from Pakistani steel
manufacturers, with the argument to protect the local industry.
In 2016 owing to another drop in international prices of steel
bars ($430/ton to $225/ton), the government intervened again
and doubled the regulatory duties to 30 percent. It has stayed
there since then.
Pakistan's Imports of Iron and Steel in Million Tons (2020)
4,000M

3,500M

3,000M

2,500M

Imperative to scrap duties
Given the scenario, the Prime Minister’s low-cost housing
initiative is under threat. If these high steel and cement prices
continue to rise, then construction costs of projects would increase way above what low-income groups can afford, builders
will not be able to deliver in the price limits set by the government, and the whole initiative could -come tumbling down.
Also, if the right policy changes – like removal of Regulatory duties on steel imports - aren’t adopted immediately, most
Price Increase of Major Construction Components
Item

March 2020

October
2021

Percentage
Increase

Steel

104,000/Ton

183,000/Ton

76%

Cement

480/per bag

730/per bag

52%

Bitumen

64,700/Ton

130,600/Ton

101%

Aluminum
Doors/ Windows

475/ Square
Feet

825/ Square
Feet

74%

Cable 10mm2

148/LM

211/LM

43%

Source: Contractors Association of Pakistan
Note: Table drawn from advertisement disseminated by CAP as reference by GVS
editorial team.

builders would not be able to undertake the projects within the
price limits set under the NAPHDA initiative, consequently reducing both demand and supply. Construction industry experts
believe that though the incentives provided by the government to builders and the construction sector through fixed tax
regimes, amnesty schemes, and stimulus package for low-income housing through targeted subsidies were much helpful,
yet these incentives will fail to ameliorate the pressures created by unusual prices escalation of essential commodities like
steel, cement, bitumen, and others. The government, therefore,
needs to set its priorities right between the survival of the construction industry (especially low-cost housing) and the protection of steel magnates. The first step required is to end the 30
percent regulatory duties on importing MS steel bars. It would
bring much-needed respite for the low-cost construction sector
and help keep the PM’s Housing vision alive.

2,000M

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

1,500M

Source: tradingeconomics | Comtrade
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Supreme Court must create Special benches in High courts and
Supreme court for speedy disposal of land and construction matters
With land cases accounting for approximately 40 percent of the backlog of all the pending cases across the country's
courts, Supreme Court needs to come up with a solution to tackle the problem. A viable solution might present itself in
the face of special land courts.

A

s per statistics of the Law and Justice Commission
of Pakistan (LJCP), there are 38,539 cases pending
with the Supreme Court, 293,947 with the five High
Courts and 1,869,886 cases with the subordinate judiciary of the four provinces and the federal capital. It is estimated that from those in the lower judiciary over 40 percent
of these cases are related to the property matters. There is the
infamous 100-year-old property inheritance case which was
finally resolved in Jan 2018, after the Supreme Court of Pakistan announced verdict. The case had started in the court of
Rajasthan, India, in 1918, revolving around a dispute over the
inheritance of 5,600 kanals of land in Khairpur Tamiwali tehsil
in Bahawalpur district.
Builders, developers, and investors GVS spoke with believe that Supreme Court must take notice of this prevailing
situation across the country and should form special benches in High Courts and within the Supreme Court on land and
construction matters for speedy disposal of cases within six
months to safeguard the interest of end consumers, and common citizens.
Currently, situation is that these land and construction
48
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cases get stuck in courts for years and sometimes for even decades. The party that has done corruption in the case controls
the outcome; it just hires an expensive top lawyer and gets stay
orders from the court that keeps on extending till eternity. Situation demands special benches with time limits for resolving
cases – to safeguard interest of end consumers.
Nasla Tower on Shahrah-e-Faisal, Karachi is a case in
point. Country’s apex court, in June 2021, taking Suo Moto
notice under Art. 184 (3) had determined that Nasla Tower was
built illegally, and more than 340 yards of extra land was appropriated in its structure, of 1121 yards, which was not part
of the original allotment of around 780 yards. It ordered demolition of the building on June 16, this year when it rejected a
review by the builder.
Builders and investors, not only in Karachi but across
Pakistan, have been gripped by fear and uncertainty because
Nasla Tower had a complex history dating back to 1950 and the
land allotment, expansion and building construction took place
under NOCs from multiple jurisdictions over a period of sixty
years and remained unchallenged till the determination by the
Supreme Court of Pakistan.
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There is the infamous 100-year-old
property inheritance case which was
finally resolved in Jan 2018, after the
Supreme Court of Pakistan announced
verdict. The case had started in the
court of Rajasthan, India, in 1918,
revolving around a dispute over
the inheritance of 5,600 kanals of
land in Khairpur Tamiwali tehsil in
Bahawalpur district.

Facts were all over the print and electronic media. Plot
No. 193-A, measuring 780 square yards, in the Sindh Muslim
Cooperative Housing Society (SMCHS) at Shahrah-e-Faisal,
was first allotted by SMCHS to a certain Nusratli in 1950 –
three years after the creation of Pakistan as a residential plot
for making a private house. Commercial construction was only
allowed, under new bylaws, after 2005.
Karachi was then a relatively much smaller city, perhaps
with half a million citizens, as compared to the large megalopolis of 25 million it has become today. It was rapidly growing
and expanding being the only port city and was attracting migrations from parts of India and from all over Pakistan. However, what is now “Shahrah-e-Faisal” was then called Karachi-Malir Drigh Road.
Number of Civil Cases (District, High Courts & Supreme Court)
Name

No of Civil Cases

Supreme Court

35,206

Lahore High Court

146,051

High Court of Sindh

71,679

Islamabad High Court

3,006

High Court of Balochistan

8,238

Peshawar High Court

34,075

District Judiciary ICT (East & West)

33,726

District Judiciary Balochistan

8,238

District Judiciary Punjab

887,430

District Judiciary KPK

148,049

District Judiciary Sindh

63,051

Pakistanis and had promised these courts will settle matters
within 30 days. In addition, land grabbing has been added as a
separate category into the Prime Minister’s citizen portal. It’s
time that Imran Khan government, eager to boost construction sector, to strengthen economy should work with Supreme
Court to create “Special Benches” in High Courts and Supreme
Court for speedy disposal of land and construction cases. Let
there be no more tragedies like the Nasla towers.

Courts Need to Be Strict in Cases
Against Cartels

Source: Law and Justice Commission of Pakistan
Note: According to one official 40 percent of all civil cases in the country
constitute of land cases.

Upon Nusrat Ali’s death, the plot 193-A was transferred to
his widow, Mustafai Begum. In 1957, the (main) road (Drigh
Road) next to this plot was proposed to be realigned to 240 ft.
from 280 ft. As a result, 20 ft. on both sides were allotted to
SMCHS by the Commissioner against consideration. In 1958,
SMCHA permitted allotment of an additional area of 20ft. bordering Plot No. A193 to Mustafai Begum. As a result, the area
of the plot was increased to 1044 Sq. Yds.
This is apparently the allotment that has been found illegal and without any basis by the apex court after more than
sixty years as no modified lease from SMCHS has been found
on record. But the developer, that later erected Nasla Tower had
purchased the property in the year 2005 after formalizing due
compliances – as per standard conventions. No objections were
received against the sale from any quarters, including government departments and the civic agencies. It is now believed
that an amended lease could not be issued because there was a
legal dispute on land that remained pending between Karachi
Metropolitan Corporation (KMC) and Sindhi Muslim Cooperative Housing Society (SMCHS).
PTI after forming government had announced its intention
to set up fast track courts for land grabbing cases for overseas

Cartels are a group of similar independent companies,
who collude with each other to maximize their profits by controlling prices and limiting competition. The common residents, developers, and builders belonging to the two major urban hubs of Pakistan namely, Karachi and Hyderabad believe
that today the country has an extremely powerful cartelization
across almost all vital commodities. These commodities include cement, steel and sugar among others, which is deeply
effecting the economic health of the country. Especially cartelization in cement and steel, which are crucial components
of the construction and development sector in the country, is
affecting the economic activity in a very adverse fashion. The
Competition Commission’s inquiry report on cement manufacturers from December last year laid bare how cartels manipulate prices to maximize profits at the detriment of consumers.
Since, whenever the Competition Commission of Pakistan
institutes cases against these cartels (cement, steel and others),
they are able to escape accountability scot-free. Achieving this
with help from, teams of very expensive and smart lawyers, hired
to obtain long stay orders from the courts, which can be extended
for overwhelmingly long durations; at times, for several years.
Making the whole exercise futile with nothing concrete being
achieved in the end.
The Supreme Court of Pakistan should thus, take notice
of this immediately and institute that the cases that are brought
by the Competition Commission of Pakistan, are public Interest litigations that benefit public at large— thousands and hundreds of thousands of people —so, whenever there are cases
brought by the Competition Commission of Pakistan against
cartelization, there must not be long delays and stay orders by
the courts to ameliorate this chronic issue.
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HIBA BUILDERS
& DEVELOPERS
Hiba builders and developers have been coordinating the group's activities in
Pakistan since 1994. Being one of the leading property players, the name of Hiba
builders and developers is synonymous with premier property developments in
Karachi's prime and suburban locations. The group owns existing and developing
residential, office, and shopping mall projects in Karachi and has a large inventory of
land purchased with equity for future development.

Mr. Altaf Abdul Sattar Kantawala, Chairman
and director of Hiba group of companies,
has extensive experience of over 25 years in
the real estate development industry. He is
also a significant player in the trading
business. A much-respected individual in the
real estate industry of Pakistan, Mr. Abdul is
currently Vice-Chairman of the Association
of Builders and Developers (ABAD) of
Pakistan. And he has also served in various
committees of ABAD. Mr. Kantawala
contributes heavily to the business
community through his active participation
as a member of the Federation of Pakistan
Chamber of Commerce and Industry
(FPCCI). Mr. Kantawala is widely recognized
across the country for his path-breaking and
visionary contribution to the real estate
industry of Pakistan. He pioneered a role as
the real-estate developer and corporate
leader to set new standards in the housing
and urban development scenario and create
world-class infrastructure. His efforts were
directed towards attracting unprecedented
levels of foreign and domestic investment
inflows,
gathering
new
employment
opportunities, and changing lifestyles.

Mr. ALTAF ABDUL SATTAR
KANTAWALA
Chairman

Karachi Cantonments urgently need
unified building bylaws
The confusion created due to the lack of a unified building code in cantonment areas of Karachi hampers the
decision-making ability of all the parties involved in the construction and development sector, thus reducing
potential investment opportunities. A new draft law was agreed to in 2019, showing signs of a possible
solution, but the sluggish bureaucratic system ended it.
nified building bylaws for the cantonment areas of
Karachi need to be enacted – or in other words a single building code is must for all cantonment areas in
Karachi. Despite a pressing need, and its awareness
this matter is stuck for many decades in sluggish bureaucracy.
There are currently 7 cantonment areas in Karachi run under the 1924 Cantonment Act (Indian Cantts also set up under
same law). These include Malir Cantt, Faisal Cantt, Clifton
Cantt, Karachi Cantt (set up in 1842), Korangi Cantt, Madrasi
Para and Manora Cantt.
Since these cantonment areas evolved, as local garrisons,
in different time periods starting from 19th century, when
Sindh was conquered by British under Charles Napier, so there
are different building bylaws in these areas. But now Karachi
is one large megalopolis, and these different bylaws create a
huge confusion and uncertainty for builders, investors, architects, government officials, lawyers and courts. Builders face
many issues since there is no uniform code in all these cantonments over usage of land, classification of permits, drainage
and sanitation requirements, how many floors could be built,
what percentage of area could be covered within each usage
(for example residential, commercial, green spaces, etc) .

U

These potential confusions make decision making process
very difficult for builders as different cantonments come under
different legal jurisdictions and building bylaws interpreted by
different authorities makes any kind of decision-making process very slow and cumbersome and no wonder that dispute
resolution is all the more complex. Lot of ambiguities over the
implementation exist for the builder, investor, law firm and if
any matter is disputed in front of the courts there is total confusion. This has slowed down investment and development over
the decades.
While all stakeholders of Karachi agree that this presents
a challenge, yet there is no solution in sight. Issue in recent
years was once again discussed thread bare between potential
investors and the cantonment board authorities, when General
Hasnat Gilani was DG Military Lands and Cantonment (20182021)– a system was launched to review the bye laws, a new
draft law was agreed in 2019, even a one window system was
put in place. However, with the change of leadership new law
could not be notified – and matter is again stuck. In the larger
interest of investments and uniform developments across Karachi federal government must intervene to resolve this deadlock.
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Federal & Provincial Govts must auction land
at regular intervals
Both Federal and Provincial governments must be compelled to auction the lands at regular intervals to help bring
down the inflated prices and also offer clear titles of land to the individual buyer and the builder- such state lands are
being encroached every day or are politically rolled out.

S

Avenue in Islamabad was auctioned for billions of rupees. This
indh law states that commercial land of over 120 square
resulted in investment opportunities for the builders, generated
yards cannot be allotted to anyone without a proper,
revenue for CDA, and created numerous employment opportransparent, declared, and advertised auction. However,
tunities in the process. It also gave CDA the ability to declare
often no land auction takes place, and commercial plots
market prices of commercial land and set a precedent for the
are given to people without any auction and through a clanfuture land prices of the area. However, even in this case, the
destine and non-transparent manner. This subsequently results
fact that CDA does it —not after several months, but years,
in inflated prices of all the land, as the government loses any
means land is more expensive than it needs to be. All governauthority over the control of the market and the supply of these
ment development authorities, CDA, LDA, or KDA, need to
commercial lands. For instance, land in one of the prime locahold more regular auctions of commercial land and should do
tions in Karachi i.e. Shahrah-e-Faisal ranges from around 8 to
so under a predefined time period to give clear titled land for
10 lac per square yard (FBR values, declared to FBR, are often
buyers. The introduction of a digitalized land record is also
1/10th of actual market values), this price hike in commercial
likely to make the process of land acquisition and distribution
lands is a consequence of the lack of auctions held at regular
easier for both the investor and the regulator, respectively.
intervals by the Federal or Provincial governments.
If the Federal and Provincial governments start a
regular process, preferably every six months, of rolling
Cost of Land Per Square Feet (PKR)
out land in auctions, it would result in a controlled market of land across the board. This would also increase the
Residential
Houses Per
Plot Price
Property Per
supply of legal land with clear titles offered to the indiSquare Feet
Cities
Per Square
Square
Feet
vidual buyer and the builder. With the influx of legal land
(PKR)
Feet (PKR)
(PKR)
auctioned by the concerned government department, the
prices of commercial land across Pakistan, as a conseLahore
6,400Rs
7,500 Rs
12,600 Rs
quence, would be much more reasonable as the market is
more accessible and opens up a lot of investment opportunities for more people. The regulator is also likely to
Islamabad
5,900Rs
5,700 Rs
12,300 Rs
raise billions in revenue during the process.
Capital Development Authority (CDA) holds auctions, and recently, in a two-day auction held at Pak-China
Karachi
2100 Rs
2,500 Rs
14,200 Rs
Friendship Center, presented land for auction in various
localities of Islamabad. Prime land on the main Jinnah
Source: Zameen.com
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The Supreme Court’s
verdict on Nasla tower
is setting unsettling
precedent
To safeguard consumer rights it is important that Suo
moto cases under article 184 (3) should be heard by at
least a five-member bench of senior-most judges of the
Supreme Court and a review by a full-court and that an
insurance market is developed to help protect innocent
consumers against malafide actions by external actors.

A

s the Karachi administration demolishes the
15-story Nasla Tower, expelled hapless residents
and investors now search for redressal of their
misfortune. On June 16, the Supreme Court of
Pakistan ordered the demolition of the Nasla Tower situated
on the main Shahrah-e-Faisal in Karachi with at least 43
apartments, which were already occupied by residents who
were living there for several years, after a Suo Moto was taken
under Article 184 (3) of the constitution. The three-judge SC
bench had also dismissed a review petition by the tower's
builder against the demolition of the property on September
22, ordering the petitioner to compensate all registered owners
of residential and commercial units in the building. Residents
of the tower were served with eviction notices requiring them
to vacate the building by October 27 or face action by relevant
authorities. Now, at the beginning of November, the Supreme
Court has also taken another Suo Moto order to demolish the
Tijori Heights in Karachi within four weeks.
In wake of such developments, builders and investors,
including common citizen investors, who have purchased
apartments in high-rise buildings across Karachi, numbering
in hundreds of thousands, fear that they could very well face a
similar fate. Given the fact that the buildings being demolished,
had received regulatory approvals at multiple levels has raised
serious concerns and uncertainties with regards to people's
investments and places they consider home. Irregularities,
corruption, mistakes, and negligence by authorities spanning
decades now create a looming threat that could result in
consequences for unsuspecting common folk.
There is a dire need for insurance cover or final case of
due diligence for the title of land to be introduced in Pakistan
for the safeguard of the end consumer. Although it is a task
with no shortage of impediments along the way, it does require
immediate attention. There is a need for active due diligence
for the title of the land to be conducted before the sale or
we are likely to witness demolition of over half of the cities
infrastructure.
In the case of the Nasla towers, the Supreme Court found
that the tower's land was originally residential land allotted
in the 1950s to a certain individual who died, with his wife
later inheriting the property. In 1957, Commissioner Karachi
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reallocated the land after re-demarcation of the Shahrah-eFaisal and gave additional land to the widow owner. The Sindhi
Muslim Cooperation Organization followed suit, giving her
more additional land at a later period. However, the Supreme
Court had declared that she had not got an amended and
revised lease issued by the Sindhi Muslim Cooperative Society
when this additional land was awarded. And On this basis, the
court has determined that more than 340 yards of extra land
appropriated in the tower's structure, of 1121 yards, which
was not part of the original allotment of around 780 yards, is
unlawful. The Supreme Court found this defect after 60 years.
A similar issue has been identified in the case of ‘Tijori heights.’
When a Suo Moto notice is taken under Article 184 (3,
there is no court of the first instance, neither the right to appeal
for a review at the high court or otherwise is allowed to the
aggrieved party, also the review undertaken by the Supreme
Court is carried out by the same bench of the apex court, which
initially takes the Suo moto—usually a two or three-member
bench. Hence, there are no real options for the redressal of
these cases, which are processed quickly. Common citizen
investors that GVS has spoken to have identified that when
builders and developers advertise a certain project on, say, the
Shahrah-e-Faisal or anywhere in Karachi for that matter, they
usually mention the license numbers and permissions from
the Karachi Development Authority, Sindh Building Control
Authority, which serve as the validation, that most investors
rely on before initiating an installment plan. As mentioned
above, hundreds and thousands of investors are now worried
about the legitimacy of these advertised approvals. This will
create huge uncertainty in the high-rise real estate market,
which the government has been promoting for economic
growth and attempting to provide low-cost cheap housing for
common people. Moreover, even if the investors and residents
are offered compensation for their losses, it is important to note
that the market price for people's assets has multiplied from the
initial purchase.
GVS has spoken to several builders, developers, and
investors who have urged that the cases under Article 184(3)
should be heard by at least a five-member bench of the
Supreme Court's senior-most judges and reviewed by a fullcourt (currently full strength is 17). The former Chief Justice
had suggested the same, Asif Seed Khosha, who stated that
a full- court might hear a review in such matters to give all
defendants a better right of defense.
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Regulatory Authorities for approval of building plans
should be privatized
There is enormous inefficiency and corruption at the level of regulatory bodies. The country has many authorities,
but they have multiple roles. Authorities like CDA, LDA, KDA, DHA, etc., are developing land authorities and the
regulatory authorities to approve building designs, plans, and construction.

R

egulatory authorities across Pakistan, because of
their sluggish bureaucratic model, are very inefficient in their productivity. This inefficiency is followed by an increase in the backlog of cases, further
compromising their ability to work in a scheduled manner.
Government authorities must engage in policy formulation,
capacity building, and institutional modernization to speed
up processes related to land. Assessing the slow pace of these
regulatory authorities, there is a need to privatize some of their
department in order to reduce the backlog of cases and take
some slack from the regulatory authorities
Within these regulatory authorities, the plans and construction departments that approve the structure and design
of a building should be privatized and given to very highly
qualified companies that have professional architects and designers on market-based salaries who are given the mandate
for high-quality performance. This will reduce the current
excessive delays in plan approvals. This particularly affects
large commercial plots where developers have often taken out
loans to work on the project. The inordinate delays are often due to departments wanting “chai money” to work faster.
With a more transparent approval mechanism, digitalization
of records, using artificial intelligence to record, scan and
scrutinize the land will help decrease corruption and increase
efficiency. During Shahbaz Sharif’s tenure as CM Punjab, the
digitalization of records accelerated; however, Sindh is particularly behind on this front.
These companies can be given mandates as to how they
should perform their duties. The regulatory authorities can
also oversee the progress by summoning a monthly report by
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these third parties. This move would see a considerable reduction in the number of backlog cases and the excessive delays
faced by the public due to departments wanting cash under the
table and would serve as a capacity enhancement tool for these
regulatory authorities.
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Major
Developers
of Pakistan

Karachi Awaits a Much
Needed Intervention
Almost 55 percent of Karachi remains Kutchi Abadi
and slums, as mentioned, by the current Chief
Justice of Pakistan, Gulzar Ahmad, remarking
in an order on a recent constitutional petition,
"corruption stands institutionalized in Karachi."

Pakistan Housing Statistics
Administrative
Total
Units
Population
Pakistan

207,774,520

Total Housing
Units

Households

19,211,738

32,205,111

Rural

13,180,308

Urban

6,031,430

Khyber
Pakhtunkhwa

30,523,371

2,211,236

Rural

1,842,488

Urban

368,748

FATA

5,001,676

341,114

Rural

332,506

Urban

8,608

Punjab

110,012,443

1,053,7127

Rural

7,336,193

Urban

3,200,934

Sindh

47,886,051

5,022,392

Rural

2,850,989

Urban

2,171,403

Balochistan

12,344,408

971,116

Rural

775,954

Urban

195,162

Islamabad

2,006,572

128,753

Rural

42,178

Urban

86,575

Source: Pakistan Bureau of Statistics

3,845,168

558,379

17,103,835

8,585,610

1,775,937

336,182

arachi, Pakistan's financial and industrial capital, contributing around 42 percent to the country's GDP, needs
intervention from the powerful quarters of the country
in all spheres of life in general and housing and construction in particular. Almost 55 percent of Karachi remains Kutchi Abadi and slums as mentioned, by the current Chief Justice
of Pakistan, Gulzar Ahmad, remarking in an order on a recent
constitutional petition, "corruption stands institutionalized in Karachi."
All data on constructed houses and development shows that
two cities, namely, Karachi and Hyderabad are the pivotal urban
centers, where the majority of the massive construction projects
have taken place in the past 60-70 years. Also, the highest percentage of cement and concrete construction in residential areas
remains in these two cities.
Karachi stands out amongst other big cities with the largest
concentration and percentage of properly built housing using concrete. Although Punjab remains the biggest province in terms of
population yet, Sindh statistically appears to have more properly
constructed housing units owing to a higher concentration of construction projects in Karachi. The city can aptly be termed as the
center for all kinds of construction and economic activity in the
country. On the flip side, though, Karachi faces widespread corruption, irregularities, and abuse of authority, which have plagued
its business, governance, and administrative landscape.
Given the significance of Karachi in the country's economic
well-being, one would assume that the city would get the utmost
attention from the country's powers, including the federal government, the Supreme Court, and establishment but, the facts are
quite contrary to this assumption. In the last 30-40 years, from the
1970s onwards, it has faced a situation of extreme neglect from
powerful quarters of the country. Massive corruption, mismanagement, and authority abuse have hampered economic activity
and proven to be predicaments that the powers that be have failed
to address.
Builders, developers, and business community people that
GVS has spoken to suggest that the Federal Government, Supreme Court, and the establishment need to take a greater interest
in the economic affairs of the city of Karachi as the city's financial health have a ripple effect over the whole country's economic well-being. Furthermore, they have argued that the city needs
greater scrutiny as to its internal happenings from these institutions, which was also observed as mentioned before by the current Chief Justice of Pakistan in a recent order in a constitutional
petition. In addition, the print and electronic media in the country
need to devote more time, attention, and focus on Karachi, highlighting and bringing its issues to light.
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Zeeshan Ali Khan
CEO Zameen.com

In-Depth on
The Real Estate Market's
Digital Transformation

Zeeshan Ali Khan, founder & CEO, Zameen.com, sits down with GVS for a detailed discussion on how digitalization
is transforming country’s real estate sector and how Prime Minister Imran Khan’s success in kick starting a housing
mortgage market, by bringing in banks, can be game changer for Pakistan.

G

VS: Zameen.com has proved to be a great
success for Pakistan, its real estate and property markets; new concepts and ideas have
branched out from Zameen.com, new entrants
are trying to create online portals to emulate you, but we
wonder what convinced you in 2006 when digital space
in Pakistan was not much developed that this idea will be
successful? Especially because most property dealers, contractors, and developers were not educated or net savvy?
Zeeshan Ali Khan: My brother Imran and I were studying
in the UK, and while there, we, concurrently with our studies,
had started to brainstorm ideas for various businesses. After
graduation, we decided to move back to Pakistan and continued
our efforts in building a sustainable enterprise. In the beginning, we had multiple ventures going, but soon we saw a gap in
the country's digital space, especially in the real estate sector,
and decided to take advantage of this opportunity. While we

did realize the incredible task that faced us in transforming the
industry from an informal market to a more streamlined one,
we knew that if we were successful, it could have a lasting
impact on our ambitions and the country's real estate industry
as a whole.
Since then, what started as a mere portal for posting real
estate listings, has grown into one of the biggest real estate enterprises in the country. Based on our code of trust, honesty,
and hard work, and assisted by an enterprising and dedicated
team of experts, the company has overseen the marketing, sale,
and development of countless real estate projects across the
country and beyond.
GVS: How has the progress of digital portals like Zameen.
com changed and transformed the property markets or
behavior of investors and property agents?
Zeeshan Ali Khan: Well, it was definitely tough in the be-
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ginning. There was no other enterprise in the market that was
doing what we were doing. So we had no precedents to follow,
no set path that we could emulate. We had to learn on the go
and make the decisions that felt right to us at the time. In this
sense, we have made it easier for others to follow in our footsteps. But initially, the onus of changing minds and helping
people see the advantages of our business model took time and
effort. Moreover, the country was luckily going through a technological awakening, which allowed us to gain the trust of our
affiliate agents and customers.
Since then, Zameen has helped bring about a marked difference in the way the property market has progressed and the
people that make up the sector. We facilitated property agents
and the common public by educating them about the various
online tools introduced by Zameen, and the effect of this endeavor is evident in our search metrics, which have exhibited
incredible growth since our inception over 15 years ago. Today,
through the help of our Operations team, our area teams, and
almost a million listings and over 6.5 million site visitors, we
are considerably farther ahead than any other similar enterprise
in the market.
From doing work on paper, the industry is now transitioning into one that takes advantage of the various online tools
available, and Zameen has played an essential part in that
change. We pioneered the country's digital revolution, especially in terms of the property market, and have done our part
in ensuring transparency and gaining the trust of our customers,
who can now use our curated data to make informed decisions
regarding real estate trends and transactions. While Zameen
did introduce a property index in Pakistan for the first time,
it is imperative that the government also plays its part in this
endeavor, as it is the state that provides these metrics in most
other developed nations.
GVS: How do you see growth challenges ahead for Zameen.com, given that many others have entered this new
market you created, and competition is intensifying?
Zeeshan Ali Khan: It takes years to build a brand, and it
took us over 15 years to get to where we are today. In my opinion, there is still a huge gap in the market, and there is still a
lot more that can be done in this space. As always, we plan to
be the pioneers of this endeavor. We have already introduced
several technological innovations to the property sector like
search trends, Plot Finder, Propforce, the property index, etc.
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We pioneered the country's digital
revolution, especially in terms of
the property market, and have done
our part in ensuring transparency
and gaining the trust of our
customers, who can now use our
curated data to make informed
decisions regarding real estate
trends and transactions.
These and more are aimed at facilitating buyers and investors
and making it easier for agents to present their properties to
potential customers, especially for non-resident Pakistanis. Additionally, while there is not much competition as yet, we have
made it easier for new enterprises to enter this space, and for
that, I am very proud. We welcome more innovation in the real
estate sector, as I feel it will all ultimately positively impact the
entire industry and, in turn, the country.
With close to five thousand employees spread across Pakistan and the Middle East, Zameen has the technological infrastructure and expertise required to be the country's leading
enterprise in the property market. We have seven offices in Lahore alone and several more spread out over every major city
in the country, and we are constantly growing. There is no other
company on a comparable scale that can match our reach and
influence, especially when considering our international presence in the form of EMPG. Thus, while there may be some new
entrants into this market, Zameen very clearly has no direct
threat to its status as Pakistan's largest real estate enterprise.

GVS: What is the relationship between EMPG and Zameen.com? Why do you need different entities in different markets like Bayut, Bproperty.com, Mubawab, and
Kaidee? Why not just Zameen.com?
Zeeshan Ali Khan: As Zameen.com and Bayut (our UAE
portal launched in 2008) helped transform the local real estate
sector in Pakistan and UAE, we realized that the natural progression of our business should be to expand to other countries
that could also benefit
Pakistan House Price Index (Oct 2021)
from our expertise in
this domain. We saw
the potential for expansion to other territories,
and thus Zameen's parent company EMPG
was born. Since then,
it has emerged as a pioneer in bespoke online
classifieds
solutions
in emerging markets
worldwide, particularly in Asia, Africa, and
South America. A series of new initiatives,
mergers, and acquisitions have provided us
with an international
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Historically, real estate investments
have been considered the most
reliable and safe investment in
Pakistan, and for good reason too.
Between 2013 and 2019, prices per
square feet for plots and residential
homes grew by 156%, while land
prices grew by a rate far greater
than construction costs during the
same time period.

outreach that extends to over 18 countries and allows us to
share ideas and solutions across borders for optimal performance and business growth.
As for the second part of your question, the word Zameen
has a special meaning in Pakistan, as it represents something
much more than a piece of land. However, the same word
might not translate well in another market, which is why we either used a name that best encapsulated each county's heritage
and culture, or we acquired existing businesses with existing
market recognition — all united under the banner of EMPG.
GVS: Zameen and EMPG have been expanding in the
Middle East and the GCC countries; what is the future
of these markets for South Asia? Is real estate a reliable
investment in Pakistan? What will you advise young Pakistani entrepreneurs?
Zeeshan Ali Khan: While Investing abroad has its own
benefits and can be very valuable for some, there needs to be a
renewed focus on investing in our local industries. Even though
large amounts have been invested in the local real estate sector
in recent years, it still needs regularization through the banking
sector, mortgage as well as consumer financing.
Historically, real estate investments have been considered
the most reliable and safe investment in Pakistan, and for good
reason too. Between 2013 and 2019, prices per square feet for
plots and residential homes grew by 156%, while land prices
grew by a rate far greater than construction costs during the
same time period. No wonder then that people in the country
prefer to invest in the property market more than anything else.
Amongst Pakistan’s peer countries, the real estate sector
in India is expected to reach a market size of USD 1 trillion
by 2030 from USD 120 billion in 2017 and contribute 13%
to the country’s GDP by 2025. Retail, hospitality, and commercial real estate are also growing significantly, providing the
much-needed infrastructure for India's growing needs. Bangladesh on the other hand has a real estate market size of USD 6.7
Buying Trends for Properties in Lahore

Source: zameen.com

billion, which contributes approximately 7.96% to the country’s GDP. Keeping in perspective the population growth rate,
the sector is expected to grow at a rate of 15 – 17% per annum.
For Pakistan, the real estate sector contributes about 2% to
the country’s GDP, which is significantly lower than our neighbours to the East. However, in light of the increasing population of the country, cities are getting larger and becoming increasingly difficult to manage. This has led to the recent uptick
in the development of vertical housing in Pakistan.
Coupled with increased government support, and a renewed focus on the development of high-rises and affordable
housing units, the size of the local real estate market is expected to increase exponentially over the next decade. This, in turn
tells us that the real estate industry is going to see unprecedented investment over the coming years, and presents an excellent
opportunity for entrepreneurs and potential investors.
GVS: What are your thoughts on the ongoing housing
shortage facing Pakistan today?
Zeeshan Ali Khan: Real estate investment
has long been the preferred choice of asset class
for the masses in Pakistan. It provides the holders
with an advantage of appreciating over time, in
addition to providing a steady cash flow as well
a natural hedge against inflation. However, real
estate can be a little problematic at times with
the properties having inherent issues which can
lead to losses for the investors. Furthermore, a
well performing real estate industry leads to economic activity in more than 50+ allied sectors of
the economy.
With the increasing urbanization in Pakistan, the housing shortage is being further exacerbated in the country. Pakistan’s population is
expected to reach 242 million by 2025, which
shall form the main demand driver across sectors. Furthermore, by 2030, 44% of the country’s
population is expected to be inhabiting the urban
centres of Pakistan. This shall invariably lead to
an increase in the demand for housing and further exacerbate the housing shortage prevalent in
the country. The current housing shortage in the
country stands at 11.4 million units, which is expected to increase to 17.2 million units by 2025.
Moreover, with regards to the housing
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shortage problem, Pakistan lags far behind its peer countries
in the region i.e. Bangladesh, Sri Lanka and India. The housing
shortage in Pakistan stands at 31% of the total population of
the country, whereas India has the lowest in the region with
11%, despite it being amongst the most populous countries in
the world.
In order to better utilize the land resources available in
Pakistan, the focus is turning to the construction of vertical developments. In addition, while there is no quick solution to the
housing shortage issue, one long term solution could be the
promotion of mortgage financing in the country.
GVS: Why housing mortgage markets did not develop in
Pakistan, when even in neighbouring India, very similar to
us culturally and historically, mortgage markets constitute
almost 11% of GDP? With your 15 years plus of professional interaction with property and related financial
markets what do you think was our failure? What went
wrong?
Zeeshan Ali Khan: Pakistan’s mortgage finance to GDP
ratio is currently at 0.23%, compared to the South Asian average of 3.4%. It is clear then that the introduction of the mortgage facility in the country is absolutely imperative for the real
growth of the housing market. And, as I stated before, there is
also an urgent need for the country to make the shift from the
informal market (cash) to a more streamlined and documented market. However, the challenge lies on the supply side; the
banks in particular need to take leading role in this regard, but
the struggle is convincing people about the efficacy of the relatively new mortgage and home loan system. People need to be
educated on the incredible potential of these loans for solving
Pakistan’s housing shortage, that presently stands at a staggering 31%. To put this into perspective, this figure is 13% and
20% higher than Bangladesh and India respectively. Therefore,
it is evident that the best possible solution to bridge this gap is
by further expanding the country’s housing finance facilities.
Mortgages are usually utilized by the country’s salaried
class. However, the mortgage rates being offered currently are
beyond the common man’s means. In addition, our economy
is still cash based and the government needs to do more to expand the tax net and record credit histories. Once we have the
laws in place to regulate the mortgage industry, we need their
proper implementation. Only then can we ensure that the banks
and the public have enough confidence to utilize these loans.
We also need to look into the implementation of subsidized
Housing shortage as a % of population
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However, the challenge lies on the supply
side; the banks in particular need to
take leading role in this regard, but the
struggle is convincing people about the
efficacy of the relatively new mortgage
and home loan system. People need to
be educated on the incredible potential
of these loans for solving Pakistan’s
housing shortage, that presently stands
at a staggering 31%.
mortgages — with the initiative finding some success in India.
The bottom line is that without a flourishing or at least a
stable economy, people do not have the buying power to utilize
this facility. The government’s ultimate aim should be to first
stabilize and then grow the economy, in addition to providing
better financing facilities to the public and educating them on
their benefits, as well as introducing a regulatory body that can
oversee and protect the interests of the end users and the banks.
GVS: Sindh, and Karachi in particular, embraced the vertical development trend quite some time ago, while other
major cities in the country seem to have been reluctant to
do so, preferring to instead focus on horizontal development; what suits Pakistan best given its culture, environment, and youth bulge?
Zeeshan Ali Khan: While investors/buyers across the
country preferred investments in horizontal developments,
which make up over 70% of the real estate assets in the country, the demand for housing in Karachi was primarily focused
on affordable accommodation and lots of it. This has caused
massive migration to take place in the city, and led to the development of the infrastructure required to support the rising
population.
In addition, land rates in Karachi have traditionally been
quite high, as compared to other parts of the country, hence
the demand in Karachi for relatively cheaper vertical housing options. As an example, in 2019, the price of a residential
property in Lahore was, on average, PKR 5000 per square feet,
while the price for the same in Karachi was more than double,
at around PKR 12,000 per square feet. When combined with
the prevalent mind-set in Punjab to construct horizontal developments and the prevailing plot based market in the region,
vertical projects just never took off in the province in the past.
However, now, prices of horizontal developments have almost
doubled over the past few years and this has led to a rise in
demand for vertical living options in the country.
Moreover, the government’s support for the development
of high-rises has made developers and consumers more confident in investing in such construction projects. It is also the
best option we have to mitigate the urban sprawl that threatens
to destroy our environment.
There is a constant rise in the demand for vertical residences in our major cities including Lahore, Faisalabad and
Multan, and we are not surprised to see that high-end projects
are being well received by genuine buyers. Even a few years
ago, Zameen.com was marketing and selling only one vertical
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down the line.
By involving all the
relevant stakeholders and
asking them for suggestions and feedback, the
44%
government can help grow
confidence in RERA and
more
people
expected
to
migrate
42%
the real estate industry. The
to urban centers in Pakistan by
government will also have
2025
40%
to work out a method to
39%
ensure that RERA works in
tandem with other parallel
2019 world average urbanization authorities that oversee the
country’s property sector,
rate which Pakistan is catching
and to ensure that all requiup to
site NOC’s, approvals etc.
2017
2020
2025
2030
are issued within the predetermined timelines.
Source: IMF, SBP, APCMA, World Bank, PBS
Once RERA has been
introduced, it should then
project in Lahore. Today, this number has grown to above 35,
take a leading role in the promotion of mortgage finance in the
and a similar trend is being observed in other cities across Puncountry, by bridging the gap between the banks, consumers and
jab and KPK.
developers.
I strongly believe that real estate builders determine real
estate trends, and as an increasing number of major developers
shift their focus to vertical developments, the buying trends in
GVS: How do you look at Imran Khan government’s
the local property market will change accordingly. Combined
initiative for low-cost housing, being spearheaded by Naya
with the changing demand for housing amongst the youth, and
Pakistan Housing Authority (NAPHDA)? What have been
their growing understanding of the positive environmental imits strengths and challenges?
pact of vertical developments, we will soon see a shift in the
Zeeshan Ali Khan: Urbanization in Pakistan is on the rise
market that may have a long lasting impact on the construction
and according to certain metrics, it is on track to cause the popindustry.
ulation numbers in the country’s major cities to double over
So, with just the right push, Lahore has the infrastructure
the next decade. This, in turn, is expected to make the ongoing
in place to easily support the development of high rises, as do
housing crisis faced by the country’s real estate sector to get
all the other major cities in the country.
exponentially worse over the same time period, as housing options are already limited for a large section of our public.
GVS: What happened to RERA? Zameen had strongly
Trying to resolve a housing shortfall of over 5 million
welcomed the idea in 2019; but apparently there is not
units is a huge challenge for any country. Keeping in mind the
much progress. Has the idea collapsed?
present economic conditions and the rising inflation, this task
Zeeshan Ali Khan: Real estate in Pakistan has operated
becomes even more daunting. However, the current governinformally for a long time and Zameen.com takes great pride
ment has intelligently involved the banks in order to resolve
in its efforts to change that trend. This is why the company has
the situation — a standard pattern followed worldwide — and
always supported reforms that may have a positive impact on
we are hopeful that this initiative will help provide a resolution
the local property sector. However, we should be aware of the
that is beneficial for all parties involved.
fact that at the ground level, the mechanisms that govern this
So far the banks have set limited criteria for issuing home
sector are still steeped in tradition and will improve gradually,
loans, and as a result, a large percentage of our population will
although only through constant attention and upgradation. Adstill struggle to meet the requirements for receiving a loan. In
ditionally, we are a private entity and there is only so much we
this case, a workable solution could involve providing develcan do – in the end the onus is on the government.
opers that are working on low-cost projects with subsidies on
The Islamabad Real Estate (Regulation and Development)
construction material so that they can ensure that the per unit
Act, 2020 has already been passed, and the process of estabprice remains affordable for the majority of the public. Prolishing the authority is underway. However, as with any new
viding subsidies on land and taxes is an even better option,
policy, there are still a lot of questions that need to be answered
although banks would have to be more forthcoming and willing
in order to determine the efficacy of this initiative. Currentto take greater risks for this initiative to be a success in the
ly, it is not clear how the provinces are going to react to this
long term. The government can also look into public-private
law, as they may prefer amending the law based on their spepartnerships to help fund the initiative, but will have to offer
cific needs. In addition, the rules and policies that govern the
private entities sizable profits in return for their investment and
authority have not been drawn up as yet, so we do not know
expertise.
what the practical impact will be on developers and real estate
agents. While the authority has been established to comprehenGVS: Political opposition taunts: where are the five
sively regulate developers, builders and real estate agents, its
million houses? Do you think this dream of five million
main purpose is to protect the buyers and investors. However,
housing units was realistic given that Dubai has made only
the rules and regulations are being drawn up without consultaround 2.5 million units in last 20 plus years? What are
ing with any of the developers, estate agents or other relevant
Pakistan’s challenges in terms of capacity, demand and
stakeholders, which may cause friction and undue problems
Pakistan Urbanization Rate (%)

+8m

55.7%
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supply? Why housing shortages could not be resolved over
past seventy years?
Zeeshan Ali Khan: As I said earlier, the scale of the housing shortage problem is immense and cannot be resolved in
a relatively short period of time. One of the major problems
facing the industry is a lack of regulatory authorities and the
absence of actual implementation of existing regulations. The
authorities that do exist are slow moving and each process involves a lot of red-tape. Project approvals can take months and
even years, and may involve high processing fees or other unforeseen costs. Additionally, a weak economy and the limited
spending power of our public further limits the potential of the
real estate sector.
Fortunately for the country, the current government is
aware of these issues, and has made several positive moves to
mitigate the effects of rising urban migration. They have announced policies that have empowered the local property sector and the banks, and allowed for the development of cheap
and affordable housing, as well as led to a renewed focus on
the construction of high-rise developments, particularly in areas where traditionally they have not been popular like Lahore.
While the construction of 5 million housing units may appear to be an ambitious undertaking, considering the extent of
the housing problem in the country, it is the absolute minimum
target that the government has to set if they want to make even
a small dent in the country’s housing shortage issue. Even if
they fall short of their target, any move to try and provide disenfranchised communities with a roof over their head is a positive initiative in my opinion, no matter how long it may take.
GVS: What affects does the gap between current inflation
and supply have on the market?
Zeeshan Ali Khan: Inflation has been a long-standing
problem of Pakistan’s economy. This has been further aggravated in the last few months which has led to an unprecedented
increase in the prices of commodities. The rampant inflation
has also affected the cost of housing, and as such the ongoing
development in the sector is in danger of fizzling out if the
existing trend continues.
Like other industries, real estate is also heavily dependent

One of the major problems facing
the industry is a lack of regulatory
authorities and the absence of actual
implementation of existing regulations.
The authorities that do exist are slow
moving and each process involves a
lot of red-tape. Project approvals can
take months and even years, and may
involve high processing fees or other
unforeseen costs.

on imports of raw materials and as inflation rates grow internationally, they will have an obvious effect on local prices. In
addition, Pakistanis already have low buying power and exports are stagnant. However, even though rising inflation negatively affects the demand for real estate, construction costs in
Pakistan are still the lowest in the region, which has enabled
developers to maintain a steady supply of projects. In short,
the rising inflation has a bigger impact on the demand for real
estate than it does on the supply side.
The government amongst other measures needs to have a
price control mechanism as well as encourage the development
and establishment of industries for producing the required construction material locally. This shall not only provide an impetus to the economy but will also reduce the import bill of the
country thereby addressing the balance of payment issue.

GVS: Coming back to Zameen; what is the significance
of joint ventures or merger with OLX? How has it helped
you given that Zameen itself was drawing more than 5 million visitors on its sites?
Zeeshan Ali Khan: The OLX merger was announced in
April 2020, and was prompted by our pursuit to constantly
evolve. Now, in light of the merger, EMPG is valued at USD 1
billion. In Pakistan, Zameen and OLX are being
Majority of foreign remittances are channeled to the RE sector
operated as two separate entities, and the main
2019 remittances as share of GDP (%)
aim of the merger was to help EMPG diversify
its portfolio. The merger has been quite beneficial
for both companies, as they recorded a growth in
their traffic numbers and listings and hopefully
more synergies will eventually lead to facilitating
US$
US$
our clients and the public by offering them better
21.7bn
8.7bn
products.
[VAL
40%
UE]
GVS: Zameen came up with the Real EsGDP
Remittances
tate Price Index (REPI) in 2016; what is its
$276bn
$21.7bn
significance? How has it helped the property
markets and investors so far?
Zeeshan Ali Khan: A real estate price index
is usually curated by the government, as seen in
several other developed countries. Due to a lack
of support, Pakistan does not have any such facilInvestment in Real Estate
Remittances
ity available, which is why we decided to introduce it for the first time ourselves. The process

Source: zameen.com
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date, we have covered
42 cities, 4000+ housing
societies, 2.6 million+
house addresses and this
data is growing day by
day. In addition, we have
a dedicated team of engineers, and digitizers and
surveyors for the collection of data for the service.

to set up a price index was a difficult one, especially being a
private enterprise and the fact that the market is unregulated.
However, with the help of our dedicated resources, we have
managed to set up a system that now features over 400,000 new
properties every month, and is unequivocally the most accurate
price index available in the market today.
The index provides real time fluctuations in property price
and buying trends. Since most of the users on Zameen.com are
potential buyers and investors, that data presented through the
index is aimed at keeping them up to date with the various developments taking place in the property market, and to ensure
the transparency of each real estate deal. In addition, the index
also provides a pretty good idea of where the market is headed
and I personally know many real estate agents and developers
that make business moves based on the assessments made from
these trends.
GVS: In Nov 2019, Zameen introduced, a new tool, “Plot
Finder” but many wonder how is it any more useful than
standard Google searches? What are you offering that
Google is not offering?
Zeeshan Ali Khan: Most google services are aimed at
audiences within developed countries, which is why google
creates and updates data and develops services that are mostly
used in these regions. So, as a result, home addresses are easily searchable in the US or the UK. However, this is not the
case in developing nations like Pakistan. Services like Google
Street View work quite well in other countries but are still not
available in Pakistan due to a lack of relevant data available
here. Similarly, google provides photogrammetry services for
developed countries only.
The idea of Plotfinder is to provide a utility that will fill
the gap of map based services for Pakistan. Property agents
across the country actively use this service to showcase their
properties and their surrounding areas to potential customers
online, including non-resident Pakistanis. Currently, we have
launched the basic version that allows people to search for addresses, but we have plans to significantly add to this service in
the future. For companies like Google, it seems that Pakistan is
not a priority but for us it is.
Plotfinder is offering searchable house addresses within
Pakistan, data for which even Google does not possess. To

GVS: You started the
concept of Property
Exhibitions with Pakistan Property Expo
in 2013, since then
you have organized 16
such Expos in Pakistan
and abroad, now you
are holding “Pakistan
Property Event” in Dubai in December; what has been the
impact in measured terms for your Zameen and property
markets?
Zeeshan Ali Khan: The Pakistan Property Expo was an
initiative that we undertook in order to showcase the best that
the local property market has to offer under one roof. It gave
the developers signed with Zameen a chance to interact with
potential investors and buyers face to face, and it gave our customers the opportunity to explore various real estate projects
and avail special event-only discounts.
While we have organized events like these across Pakistan multiple times, we have also managed to do so in Dubai
on three previous occasions. The first Property Expo in Dubai
took place in 2017, with two more events taking place over
the coming two years. The last Dubai Expo featured over 64
exhibitors and managed to record a footfall of over 21,000 in
just two days. The event was a smashing success and Zameen
managed to generate thousands of new leads, particularly from
non-resident Pakistanis interested in investing in their home
country.
Now, we are busy planning our upcoming Pakistan Property Event, which is the international iteration of our local
property events that we have held over 50 times in various cities across the country. This will feature only the projects that
are signed on with Zameen for marketing and sales services,
as well as projects developed in-house by Zameen Developments. Considering the amazing response received by the recent Dubai Expo 2020, and in particular the Pakistan Pavilion,
we expect the upcoming PPE — scheduled for December 3 and
4 at the Pakistan Auditorium, Pakistan Association Dubai — to
be a smashing success.
In addition, after a break due to the COVID-19 pandemic,
we have already begun work on resuming our Property Expos
from 2022 across Pakistan and abroad. This presents an excellent opportunity for non-resident Pakistanis living in these
regions to explore some of the best real estate options available
back home.
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Banks have faced criticism for taking the easy route out and investing in government debt rather than, for example,
helping people fund their own homes. Banks have protested in the past that the government has not done the necessary
groundwork for enabling a thriving mortgage market.

W

estern countries, especially the UK, USA, and
Canada, and many European countries, have very
high homeownership rates, often 85 percent and
above. In fact, in the 1980s, British PM Margaret
Thatcher propounded the British dream of a property-owning
democracy as a way of reducing the disparity of people's social
and political rights and their lack of economic assets.
In Pakistan, successive governments have tried to introduce low-cost schemes, often through government provision,
but the involvement of the private sector was limited majorly
due to the lack of mortgage financing available. The easy access to mortgage financing drives people's ability to buy houses; currently, in the United States, almost 80 percent of people
construct homes through loans. It stands at 33 percent in Malaysia, 11 percent in India, and 3 percent in Bangladesh. By
comparison, Pakistan has mortgage financing at 0.3 percent of
GDP, which is way lower than its regional peers.
Banks have faced criticism for taking the easy route out
and investing in government debt rather than, for example,
helping people fund their own homes. Banks have protested
in the past that the government has not done the necessary
groundwork for enabling a thriving mortgage market. Some of
the major barriers, banks highlighted, include the country having weak and non-transparent titles on which banks were expected to give collateral, people's income often not backed by
documentation, courts issuing stay orders to people who were
not making repayments to mortgage loans given, and since Pakistan does not have a strong capital market, there is generally
a mismatch between tenure of assets and liabilities, which a
bank faces when it gives long term loans out. An attempt to
address this last issue was made by the government through the
PMRC which will be discussed in the following article.

Mortgage Loans as % of GDP (Developing countries)
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Well, things have finally changed, and one of the biggest
drivers of this is that the government did substantial work with
the State Bank of Pakistan and the courts on the foreclosure
law, which now provides comfort to the banks that their loans
are safe.
The Financial Institutions (Recovery of Finances) Amendment Act was signed into law in August 2016. However, it was
taken to court to contest banks' rights to take back property
from owners who had reneged on their payments. Last year,
March 2020, a five-member bench of the Lahore
High Court issued a 103- page judgment (Writ PePretax National Income Distribution by %
tition 33872- Mohammad Shoaib Arshad & others
vs. Federation of Pakistan) that decided that the
Percentage by
Labor
Average Annu- Aveage Annual Income
2016 law allows banks to auction the mortgaged
Population
Force
al Income (PKR) Income (USD)
Share
property of loan defaulters without obtaining a
100%
court order first – is constitutional. Alongside this
Full Population
65,422,753
279,601
$2,628
historical court decision for the mortgage market,
there was in the background, hectic work between
11.6%
Bottom 50%
32,711,376
64,927
$610
government, SBP, and Banks on explaining the importance and workings of foreclosure law.
30.0%
Middle 40%
26,169,101
209,513
$1,969
They also made further revisions, which the
National Assembly approved 'an ordinance to pro58.4%
vide for the efficient recovery of mortgage-backed
Top 10%
6,542,275
1,633,230
$15,352
securities by financial institutions' (Ordinance No.
30.2%
IX of 2019).
Top 1%
654,227
8,437,088
$79,308
Given one of the significant hurdles perceived by banks had been their inability to pursue
13.4%
Top 0.1%
65,422
37,474,289
$352,258
non-judicial foreclosures. Under section 3 of this
Ordinance allows banks to recover their mortgage
Top 0.01%
6,542
142,210,514
$1,336,778
5.1%
principal or interest without needing recourse to a
court or tribunal for intermediary facilitation. The

Source: econ.berkley.edu Ali Ahmed (2015)
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section states any legal right (including those created through
the mortgage) relating to a property created in favor of a 'secured creditor' (financial institution) can be enforced 'without
the intervention of any court or tribunal.'
This could be done 60 days after the banks issue a notice
requiring the defaulter to pay their secured debt or installments.
The law also enables the banks to approach the state to ask for
help to take possession of properties to recover their dues. The
state authority will need to take the necessary measures to ensure compliance with such a request.
Most importantly, it also declares that no actions undertaken by the state authorities in compliance with this law can
be questioned 'in any court of law or before any authority.' Sec-

Mera Pakistan Mera Ghar (Government
Markup Subsidy Scheme) has made
owning a house possible for the country’s
low income segment groups. Our Bank is
making endeavors of the Government to
boost the Housing & Construction sector
through strategic lending initiatives for
the real estate industry.

Muhtashim Ahmad Ashai

Housing Finance Portfolio of Banks/DFIs
Outstanding Finance

President and CEO Soneri Bank Ltd.

Dec - 2019

Amounts in PKR Billion

Outstanding Housing Finance (by loan size)

103.04

Up to PKR 1 Million

6.67

PKR 1 Million to PKR 5 Million

21.45

Above PKR 5 Million

74.92

Outstanding Housing Finance
(by bank category)

103.04

Islamic Banks & IBBs*

54.74

Conventional Banks (Excluding IBBs)

33.56

DFIs

14.75

Source: State Bank of Pakistan, Disbursement during the Qtr (Sep-Dec,19): Rs.
5.63 Billion. * Islamic Banking Branches of Conventional Banks

tion 14 states that civil courts will have no jurisdiction over any
matters pursued under this Ordinance.
Section 15 states that the Ordinance overrides any other
law inconsistent with its legal provisions. Legal action cannot
start against a creditor for its activities taken in good faith under the Ordinance. Under the new law, borrowers may chalNumber of Mortgage Borrowers by Loan Size and
Bank Category
Dec - 2019

Number of Borrowers

No. of Housing Finance Borrowers
(by loan size)

58,620

Up to PKR 1 Million

39,283

PKR 1 Million to PKR 5 Million

11,931

Above PKR 5 Million

7,406

No. of Housing Finance Borrowers
(by bank category)

58,620

Islamic Banks & IBBs*

8,502

Conventional Banks
(Excluding IBBs)

8,598

DFIs

41,520

Source: State Bank of Pakistan
Note: Disbursement during the Qtr (Jul-Sep'19): Rs. 4.25 Billion
IBBs refers to "Islamic Banking Branches of Conventional Banks"

lenge the action relating to the sale or possession of their property by the bank only if they submit 75 percent of the payable
amount to the court.
A small caveat is that this requirement only applies to the
borrower; however, any other aggrieved person affected by the
bank's action can appeal without submitting the 75 percent deposit. Additionally, section 9, law states that the court can only
stop the sale of the mortgaged property if: There is no mortgage
agreement in place, the mortgage has been paid back, the borrower, or any other person raising this appeal, has deposited the
outstanding mortgaged money to the court. Furthermore, for
banks to feel comfortable lending to low-income groups where

0.25%
Of the GDP consists of housing
finance in Pakistan.

5%

Of private sector credit dedicated
to housing and construction
financing. (SBP)

378 Billion
To be financed for housing
and construction by December 2021.

Source: Board of Investment

income uncertainty exists (therefore potentially higher defaults
for the banks), in November 2020, the SBP announced relaxations to incentivize banks to lend for low-income housing.
Banks were encouraged to use alternative methods to
identify income sources and the creditworthiness of borrowers
and exempted them from requirements of using 'verifiable income' in calculating the debt to burden ratio (DBR).
To increase mortgage lending, banks have also been
exempted from the provision of following the DBR and the
Internal risk rating system for low-cost housing finance until
September 30, 2022. The State Bank has also mandated that
banks make mortgage financing at least 5 percent of their loan
portfolio. Digitalization of land records has been started for the
past couple of years. The PTI government has also encouraged
this – so hopefully, many of these will become electronically
available in the near future. The road is slowly being paved to
make Pakistan a home owning democracy!
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To address the long-term funding constraint in the banking sector, Pakistan Mortgage Refinance Company (PMRC)
was created by the State Bank of Pakistan. A Mortgage Liquidity Facility, PMRC provides both refinancing and
prefinancing products to enable mortgage lenders offer affordable financing solutions. As the mortgage industry
supports various allied industries, it is a major factor in driving a nation's economy.

T

he mortgage industry in any country supports more
than 40 Allied industries such as steel, cement, chemical, glass & ceramics, transport banking. All of these
industries combined contribute more than 30% in
GDP. When these industries grow, not only do they increase
the GDP but consequently increase capacity in the employment
force, which is another stimulus for a growing economy.
In high-income economies, mortgages are widely available and routinely used for consumer financing of housing.
Many low and lower-middle-income countries only register
a few thousand loans or a few hundred in some cases. As an
example, the mortgage to GDP ratio in Bangladesh stands at
above 5 percent, while in India stands at more than 11 percent.
In Pakistan, this ratio stands at a mere 0.3 percent, which is
significantly lower than the South Asian average of 3.4 percent.
Pakistan, as a result, faces a deficit of more than 10 million
housing units, which increases by nearly 0.4 million units per
year.
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The supply of housing, especially for low-income groups
in the country, remains negligible despite high demand. As
per a recent IFC study on Pakistan's housing market, only
1% of housing supply caters to 68% of the population earning a monthly income of up to US$ 188, while approximately
56% of housing units cater to 12% of the population earning
a monthly income of more than US$ 625 and most Financial
Institutions are only limited to Tier 1 cities for their mortgage
finance products. Other factors contributing to the low Mortgage to GDP ratio are high property prices due to urbanization,
rising construction costs, unavailability of fixed-rate mortgage
financing, ineffective foreclosure laws, and issues with land titles that make the Financial Institutions lend selectively.
In order to overcome these challenges, the Government of
Pakistan, particularly in the last few years, took various steps,
one of them was to set up a mortgage refinance company to
address the funding constraint which was hindering the growth
of the primary mortgage market. Pakistan Mortgage Refinance
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Company (PMRC) was therefore set up as
a Mortgage Liquidity Facility by the State
Bank of Pakistan to address the long-term
funding constraint in the banking sector.
Outstanding Mortgages
PMRC was formed in 2015 and commenced its operation in 2018, over the years,
PMRC
PMRC has acted as a catalyst in the housing financing sector, whereby it is providing
PMRC Share
long-term financing to primary mortgage
lenders at subsidized and fixed rates, enabling them to launch mortgage products for Source: PMRC
end consumers particularly in the low- and
middle-income segment. PMRC provides both refinancing and
prefinancing products, which enables the primary mortgage
lenders to offer affordable and accessible mortgage financing solutions for their customers. Primary Mortgage Lenders
(PMLs) generally finance their assets with short-term deposits and prefer keeping their liabilities short-term, leading to
mortgage finance loans for 10-12 years only. While making
long-term financing available, PMRC helps PML's to reduce
their asset-liability mismatch. The market is seeing mortgage
loans with tenor up to 20 years. Such longer tenor loans reduce
monthly installments improving the affordability of mortgage
loans for end-borrowers.
In its offerings, PMRC has various financing products
under both conventional and Islamic modes of finance. It has
already partnered with eighteen financial institutions, including several commercial banks, MFB (Micro Finance Banks),
MFI (Micro Finance Institutions), DFI (Development Financial
Institutions), and Non-Banking Finance Company (NBFC),
which are engaged in housing finance.
PMRC has ensured that its funding outreach is not only
concentrated in a single area but spans across Pakistan, covering all provinces from Northern Areas of Gilgit Baltistan to
Baluchistan and the deserts of Sindh. Increasing diversity in
ownership through women's participation is promoted through
pricing incentives made available for PMLs. Over these years
mortgage portfolio funded by PMRC has created 26 percent
women participation in home ownership. It has also promoted
funding for increasing home ownership in rural districts and

Dec-18

Jun-19

Dec-19

Jun-20

Dec-20

Jun-21

106,052

107,369

104,445

94,975

101,078

118,525

1,200

7,171

7,729

10,709

14,967

20,527

1%

7%

7%

11%

15%

17%

communities through partner institutions like Thardeep Microfinance which have introduced a new culture of house financing in such areas.
These efforts have given recognition to PMRC with a
"AAA" entity rating and being nominated for most innovative
and best contributing Non-Bank entity in Pakistan Banking
Awards. PMRC is now regarded as the fastest growing DFIs in
the country. With the mortgage market growing from PKR 107
billion in June’2019 to PKR 118 billion in June‘2021, PMRC
mortgage refinancing grew by PKR 13 billion, reaching 17
percent of total mortgage financing in the country in just three
years of its operation.
Besides providing housing finance facilities, PMRC has
developed a credit guarantee product specifically for low-cost
housing. This product is offered through a unique trust established by the Government of Pakistan, where PMRC acts as a
Trustee and is directly funded by the World Bank group. The
trust provides credit guarantee of up to 40% on first-loss basis to primary mortgage lenders. The guarantee allows them
to partially alleviate their credit risk emanating from low-income housing portfolios and thus encouraging them to lend in
this segment. As of now, PMRC has executed credit guarantee
agreements with 13 primary mortgage lenders.
PMRC has also been engaged in assisting PMLs with standardization of financing documents, product development, and
providing trainings. The company is recognized as a knowledge Partner at forums of the International Mortgage Market
Association (ISMMA) and Asian Secondary Mortgage Market
Association (ASMMA). PMRC has also provided advisory for
product development to Mortgage Refinance Companies of
Kenya, Saudi Arabia, Tajikistan, and Uzbekistan.
PMRC is also an active capital market issuer and has issued various debt securities, both conventional (Term Finance
Certificates) and Islamic (Sukuks).
Since FY20, PMRC has issued a total of 7 fixed income
instruments worth PKR 12 billion. It introduced a first of its
kind Sukuk with a unique structure based on a pool of mortgage receivables. It remains the only DFI in Pakistan that is
issuing fixed-rate medium and long-term debt instruments to
support capital market development.
Pakistan was one of the first countries to adopt Sustainable Development Goals (SDGs) goal 11 on creating resilient
communities. PMRC is working to ensure access to adequate,
safe, and affordable housing. It aims to continue providing the
needed impetus for growth of the mortgage market bringing
new asset classes supporting green housing for higher social
and environmental standards and encouraging the market to innovate with better and efficient digitally enabled and low-cost
housing solutions.
PMRC remains committed to increasing accessibility and
affordability for financial inclusion and greater home ownership in Pakistan.
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House Building Finance Company Limited
Seven Decades of National Service
HBFC being the pioneer in Pakistan’s housing mortgage enjoys a unique position of being a national institution with
local skills and strengths. As country braces itself for low-income housing under Prime Minister Imran Khan’s vision,
HBFC is all set to reclaim its past glory of being the premier lender of housing market.

U

nited Nations, adopting “Universal Declaration of
Human Rights”, in 1948 had stipulated that housing
is a fundamental need for a family unit. But seven
decades after country’s independence from British
India, owning one’s own house is still a distant dream for most
Pakistanis from low- and middle-income groups. The country’s
yawning gap between the demand and supply of housing units
has been steadily widening. Though reliable statistics are hard
to obtain, yet most estimates point out that an accumulated
shortage of around 10 million housing units is ballooning by
almost 400,000 more each year. Shortages are compounded by
increasing house prices turning the issue into a national challenge of gigantic proportions that is multiplying slums, increasing political divide, and causing national instability.
Several governments, since 1947, have attempted different
solutions to meet the housing challenge, but these were mostly
half-hearted efforts without a clear vision, comprehensive plan
or determination. The emphasis of the current government on
housing finance is a key pillar of its social and economic agenda, government’s policy initiatives including implementation
of foreclosure laws, persuading banks to keep 5% commercial
loans for mortgage market, SBP markup subsidy scheme, subsidies through Naya Pakistan Housing and tax incentives for
developers - have for the first time created hopes for a sustainable housing market for low-income segments of society. It is
this enabling environment that now provides House Building
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Finance Company Limited (HBFC) an opportunity to play a
larger role capitalizing upon its legacy of seven decades, its
extensive experiences and its unique strengths.
HBFC: First Mover of Pakistan’s Housing Finance
HBFC was the pioneer of housing mortgage in Pakistan. It
New Loans Disbursed (2017-2021) in PKR Million
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HBFC’s governing vision is to be the
prime housing finance institution
of the country, providing affordable
housing solutions primarily to lowand middle-income groups
was established in 1952 under an Act of the Parliament to provide housing finance needs in both the West and erstwhile East
Pakistan (now Bangladesh) and to date has served an estimated
450,000 clients. In July 2007, it was restructured as a limited company and its assets and liabilities were taken over by
the new reorganized HBFC. The State Bank of Pakistan (SBP)
and Government of Pakistan (GoP) jointly hold the capital of
HBFC with 90.32% and 9.68% shares respectively.
HBFC’s governing vision is to be the prime housing finance institution of the country, providing affordable housing
solutions primarily to low- and middle-income groups of population by encouraging new constructions in small & medium
housing (SMH) sector. And its mission is to be socially responsible housing finance institution.
HBFC: Unique National Institution with local strengths
HBFC being the first public sector specialized mortgage

‘Khawab ki tabeer se; khawab ki ta’ameer tuk’

Since country’s inception, helping generations of Pakistanis to fulfil their dreams to
own a house.

MoU Signing with Salaam Takaful Limited

finance institution in Pakistan has developed certain unique
strengths which distinguish it from the commercial banks. With
branch network across 48 cities, it covers around 80% of the
“Bankable Urban Housing Markets” across the country. Unlike
commercial banks that primarily sell depositary relationships,
HBFC thrives on deposit accounts and maintains mortgage
portfolio in all cities. This experience of seven decades, of
extending housing loans across small to moderate size towns,
has converted HBFC into a financial institution of national
reach with local strengths. HBFC divides the country into three
zones: North, South and Central. Sindh and Baluchistan form
the south region is South, Punjab falls into Central Zone and
North consists of areas north and west of Rawalpindi extending
into Gilgit, Hunza, Chitral and it also covers AJK.
Biggest challenges in Pakistan’s housing finance are “title verifications” and “title transfers” and HBFC officials have
over decades dealt with diverse administrative set ups, local
courts and tribunals, that apply different laws, interpretations,
and conventions to the issues of title. Today this legacy and experience is HBFC’s unique strength over standard commercial
banks that were never active in low-income housing market
and don’t understand the challenges. HBFC also encourages
female borrowing to prevent gender discrimination and lend
financial support. And it is no mean achievement that every
fifth borrower at House Building Finance Company Limited
is a female.
HBFC also serves the high-end market and has inked
several MoUs with some of the leading companies of Pakistan
including Byco Petroleum Pakistan Limited, Ismail Industries
Limited, Descon, Lucky Knits (Pvt) Limited, IGI Life Insurance Limited, Pakistan Security Printing Corporation (PSPC)
and Civil Aviation Authority (CAA) to name only a few.
Mera Pakistan Mera Ghar Scheme (MPMG) – HBFC’s
Role
House Building Finance Company Limited - given its
legacy, reach, experience, and strengths - is thus uniquely positioned to seize the opportunities in the low-income housing
market especially after the launch of government’s markup
subsidy scheme, “Mera Pakistan Mera Ghar (MPMG)”. HBFC’s footprint is so entrenched in this low-income housing
market that State Bank of Pakistan’s data in end October 2021
revealed that out of the Rs. 18 billion disbursed in housing
market, till that point, 7% came from HBFC – even though
HBFC represents only 0.1% of country’s financial system. Ear-
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Housing finance industry is very
small and underdeveloped. There are
about 60,000 borrowers and HBFC
caters to around 40,000 of them; the
loan ticket size is also small unlike
banks that typically have a small
number of borrowers with large ticket
size of high-profile customers with
documented income.
house construction. Now inspired by Prime Minister’s vision
and under a new management, House Building Finance Company Limited (HBFC) has been working on designing solutions
that directly address public’s housing finance needs. HBFC has
fairly covered the accessibility part of the challenge by expanding its network of branches throughout the country. Moreover,
it has been imparting relevant knowledge and skills to its servicing staff in order to make the consumer experience more
meaningful.

lier end 2019 data showed that out of a total of 60,000 housing
loans that currently exist on books, almost 40,000 (or 66%)
have been extended by HBFC. Given its focus on low-income
housing, size of these loans’ ranges from Rs. 1 million to Rs.
30 million; however average loan size is around Rs. 3 million.
During 1980-90’s, HBFC was considered the sixth major
financial institution along with the big five (HBL, NBP, UBL,
MCB and ABL). With new opportunities in housing market,
it aims to reclaim its leadership position in the mortgage finance sector – when its name was synonymous with family
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HBFC: Strategic Outlook towards Future!
As Pakistan’s economy shows signs of recovery from the
adverse effects of pandemic and government pushes ahead with
its vison for low-cost housing, HBFC is strategizing to make
its housing loan products more widely accessible. Its earlier
emphasis on branch expansion, digitalization, work force efficiency and improved customer service had already made it
possible to extend Rs. 2800 million in housing loans in 2019,
however pandemic hit reduced its credit lending to around Rs.
1800 million in 2020. Now HBFC is poised to add 1600-1700
fresh loans by December 2021 crossing the total lending of Rs.
4000 million (PKR. 4 billion). This will be 100% more than
2020 and 40% more than its earlier record of Rs. 2.8 billion in
2019.
HBFC’s strategic thinking is being shaped by the changing market forces around it. Macroeconomic conditions such
as interest rates, changing customer expectations, government
initiatives, growing competition from commercial banks and
rapid digitalization are some of the factors, institution has taken
into consideration for formulating its own strategic agenda.
As digitalization continues to transform Pakistan’s financial sector, the institution has formulated strategies for
becoming more customer-driven and efficient. The institution
took several initiatives to achieve this objective including onboarding of Autosoft’s loan management system across HBFC’s network of 51 branches for better customer experience.
This redesign & expansion strategy will enable the institution
to continue its initiative of providing access to housing finance
services to the growing population of the country with diverse
needs.
With this strategic vision, HBFC is now poised to leverage the power of digitalization to produce new levels of workforce efficiency, productivity, customer experience and growth.

2021

*Past & projected figures (Source: HBFC)
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NBP'S ROLE AND ACHIEVEMENT IN
LOW-COST HOUSING FINANCE SCHEME
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N

BP is on-board the trajectory of "Change
Management" that inter alia include organizational
restructuring,
continuous
technological
advancement, product innovation, expansion of its
product suite, and improved risk management. A number of
steps have already been taken in each of the aforementioned
areas.
NBP being the nation's largest banking network, is playing
a vital role in increasing the level of financial inclusion in
Pakistan. Even in the tough time witnessed during COIVD-19
pandemic, the bank maintained the ethos & kept on pushing
barriers & achieving milestones every passing moment. With
1505+ online branches and over 7 million customers, NBP has
existence in areas where no other bank exist, thereby serving the
entire populace. NBP is Pakistan's largest public sector bank,
and as such, its strategy is always aligned with government
priorities. NBP, having its outreach in Pakistan's remotest areas,
has the opportunity to capitalize on this unique footprint and its
name associated with security and convenience to attract the
unbanked segments of society to open bank accounts. NBP's
strong relationship with the "Ehsaas Program" and the "BISP"
evidences this claim. Going to the next step, NBP advances
strategy is focused on the well-identified and defined "Priority
Sectors" of the economy. These inter alia include Agriculture,
Small & Medium Enterprises, and Housing.
Owning a house is always a dream, regardless of the income
strata. This is necessary not only for security and comfort, but
also for fostering social cohesion and development of a nation.
Construction industry is also a catalyst for economic growth
because a number of allied industries are associated with
construction industry, and this creates opportunities. However,
due to limited mortgage financing, very few Pakistanis
can transform this dream into reality. Hence poor access to
affordable housing has become a compelling public policy
issue. The existing government, cognizant of the issue, under
the leadership of Prime Minister, Imran Khan, has taken a major
step by engaging financial institutions to provide affordable
housing to the masses with low subsidized mark up, especially
those belonging to low-income strata. Mera Pakistan Mera
Ghar is a low-cost housing scheme initiated by State Bank
of Pakistan, under the auspices of government, under which
anyone who is a first-time owner can get housing finance up
to 10 million at affordable rates with minimum documentation
and fast processing.
Aligned with government of Pakistan (GoP) priorities,
NBP has geared its efforts to grow its housing finance portfolio
aiming to enable home ownership for low to middle income
market segment. NBP is playing a vital role as among the
customers of NBP, there is a greater chunk which belongs to
low-income population. The Bank is facilitating in increasing
the buying power by providing loans of longer tenure of
fifteen to twenty years through its 680 designated branches
and adequately trained workforce. NBP's Low-Cost Housing
facility can be availed for Home Purchase Finance (HP), Home
Construction Finance (HC), Land Purchase + Construction

Mr. Arif Usmani
President & Chief Executive Officer NBP

(LPC), Home Expansion/Extension (HE). The bank is also
facilitating in developing new communities with access to
infrastructure. This is done through real estate financing
whereby project loans are provided to builders so that they can
complete housing project in the shortest possible time. This
will prevent project cost overruns to a significant extent.
NBP has also introduced Mobile Unit Van to promote
low-cost housing across Pakistan. A dedicated and trained
team attends to the public queries to create awareness and
handholding for financial literacy. Besides, a web portal form
has been introduced and approximately 13,000 leads/queries
have been generated by the bank. Initially, the banking industry
faced a challenge on how to cater to Informal Segment, but this
is also now being done through assessment of loan limit based
on the actual expenses of the individual even if he/she does not
have formal documented income.
Keeping in view the vision of Prime Minister, NBP has
so far successfully facilitated 840 Families to have their own
houses/homes. NBP has the honor for extending finance facility
in remote areas such as Gilgit, Mansehra, Bannu, Mardan and
Swat, beside other metropolitan cities. In order to cater to the
business, realtors have also been approached and corporate
alliances are also in the pipeline.
Going forward, NBP, through perseverance will further
strengthen its contribution towards low-cost housing, thereby
moving hand in hand with the GoP initiative.
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Housing Sector
of Pakistan
Housing Industry in Pakistan
Pakistan, the 5th most populous country in the world,
thrives with a young population at a population growth of
2.4%. According to different statistics available on the web,
Pakistan's housing and construction industry accounts for 2.5%
of the GDP and employs ~8% of ~60M labor force of the country. It acts as a stimuli across the economy by creating leverage
on growth, investment, and jobs through a constructive value
chain by supporting ~40 industries directly or indirectly. In a
country with 37% population residing in urban areas, there exists a shortage of ~ 12 Million housing units and is likely to
grow to 17 Million by 2025.
In a country with increasing inflationary pressure, dragging down the purchasing power of the common man, access
to finance for this sector remains a challenge both for the builders and end-users. Moreover, the dearth of Housing Inventory,
insignificant product innovation, complex mortgage documentation, restricted availability of long-term funding solutions,
absence of town planning concept and development of new
towns, and a volatile real estate market are other important issues faced by this industry.
Steps Taken at National Level
Despite the above challenges, all players of the industry
are determined to bring about reforms to boost this sector to
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enable it to perform at its fullest potential: The Government
has been extending support by developing the mortgage market and also:
•
Introducing National Financial Inclusion Strategy
(NFIS)
•
Formation of a special task force for Low Income
Housing
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•
•
•
•
•

Establishing Naya Pakistan Housing Development Authority (NAPHDA)
Reducing income tax to 20% from 35% on Low-Cost
Housing Finance\Formalizing foreclosure laws and rationalising taxation structure
Introduction of Government's Markup Subsidy Scheme
for Low-Cost Housing
Formation of Pakistan Mortgage Refinance Company to
support loan losses and provision of cost-effective prefinance and refinance for the financial institutions.
State Bank of Pakistan, through various regulatory interventions, is also providing sufficient playing field for
Banks/DFIs, which includes Relaxation in General Reserve Requirement, reducti on in risk weights for exposure under Low-Cost Housing while calculating MCR,
introduction of Roshan Apna Ghar for Pakistani diaspora,
higher Loan to Value ratio for Low-Cost Housing, softening of exposure limit on real estate sector for the banks
and allocation of mandatory housing finance targets for
Banks, MFBs and HBFC.

Pakistan's housing and construction
industry accounts for 2.5% of the
GDP and employs ~8% of ~60M
labor force of the country. It acts as a
stimuli across the economy by creating
leverage on growth, investment, and
jobs through a constructive value
chain by supporting ~40 industries
directly or indirectly.
and over 400 units in October 2021. This has been possible
only through sheer dedication and commitment of Board of the
Bank. BOP has undertaken various structural and strategic reforms such as:

Issues on hand

•

•
•
•
•
•

•

Banking the informally employed
Dearth of affordable Housing Inventory
Insignificant Product Innovation
Complex Mortgage Documentation
Ever increasing High Cost of Construction

•
•

Role of BOP
In the realm of housing, BOP is fast moving to be the
leading bank in the industry, evident from its housing portfolio growth from Rs. 3 Billion to Rs 16 Billion in a span of
1.5 years. In Low-Cost Housing, the bank has started from
an insignificant portfolio in April 21 to above Rs. 1.2 Billion

Oversight of Housing Segment at Board & CEO level through Board Level Committee for Priority Sectors
chaired by Dr. Muhammad Amjad Saqib, founder of
Akhuwat.
Digitization of loan applications and loan processing, including document collection.
Formation of centralized credit factory.
Enhancing customer experience through increasing
modes of communication: E-Tracking, SMS Alert, 24x7
Joint Call Center, and Dedicated Complaint Management.

At BOP, the focus is on Low-Cost Housing. Being a public
sector bank, we have received an overwhelming response to the
Governments' markup subsidy scheme (GMSS) for Housing.
The bank is engaged in various initiatives of the GoP, GoPb,
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BOP is the first bank in the industry
to sign MoU with PMRC for availing
refinance and first loss coverage
on Low Cost Housing portfolio.
It is believed that the innovative
proposition of PMRC shall go a long
way in the industry’s confidence
building.

and SBP for the housing & construction industry. At the Federal Government level, BOP is involved with NAPHDA and is
an active contributor towards reforms agenda. BOP is the lead
bank in consortiums formed by the LDA City Housing Project
and Peri-Urban Project of GoPb. The bank is dedicatedly progressing towards maturing both the transactions, milestone by
milestone.
The Government of Punjab intends to provide low-cost
constructed housing units built on state land located in peri-urban areas of the Punjab province. Under this project, GoPb
plans to construct more than 122,000 units across 146 Tehsils
in the province and has so far identified 34 sites suitable for development and construction. It is estimated that approx. 10,000
housing units shall be built on these 34 sites under Phase-I of
the project. So far, 3 sites (Raiwind, Sargodha, and Chiniot)
have been mobilized through EPC Contracts with FWO and
NLC for the construction of 839 low-cost housing units. The
cost of a single house is approx. PKR 1.8 million, of which
NAPHDA shall pay PKR 300,000 as cost subsidy, while the
remaining amount shall be financed through mortgage finance
facilities extended to the individual buyers by a consortium of
10 banks being led by BOP. BOP has so far received funding
commitments totaling PKR 14 billion for Phase-I of the project
from participating banks.
BOP also a leading bank to design and implement the Roshan Apna Ghar product. It is a fully digitized platform, and
charge documents are signed digitally. Hence, providing overseas Pakistanis to own a house back home on easy terms and
conditions. Both Lien-based and Non-lien based products are
available under this umbrella.
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BOP is also one of the key contributors to the Kamyab Pakistan Program (KPP). Mr. Zafar Masud, President, and CEO
of the bank, is also a convener of the steering committee for the
said program. Under the program, housing loans shall be provided to such Pakistanis who fall in the lowest income group..
These loans are based on the idea of microloans through Microfinance providers based on the funds provided by Wholesale
lenders.
For sustainable business growth and meeting the demand
and supply gap, the bank has formed alliances with developers, builders, and corporate entities for end-to-end optimization
of transactions. The Bank is in an exclusive partnership with
MAAKSONS (Pvt. Ltd), the country's top-rated engineering
and construction company for the provision of developer and
end-user financing for 246,3 Marla, and 160, 5 Marla Housing
units in its flagship housing scheme GARDEN SQUARE Gujranwala. The bank has entered into similar arrangements with
DHA Bahawalpur, FGEHA, Akhuwat Islamic Microfinance
Bank, Daewoo Pakistan, Kings Developers & Greenwood City.
Long-term funding solutions and the availability of credit
loss guarantees are some of the challenges, which we are trying
to address by utilizing the opportunity available through the
Pakistan Mortgage Refinance Company (PMRC). BOP is the
first bank in the industry to sign MoU with PMRC for availing
refinance and first loss coverage on Low-Cost Housing portfolio. It is believed that the innovative proposition of PMRC shall
go a long way in the industry's confidence building.
Future
There is a lot to be done by all stakeholders in the domain
of housing. Luckily, the environment seems to be conducive,
and an all-out effort shall prove to be very fruitful in accelerating the growth of the housing industry: First and foremost,
the continuity of subsidized schemes should be ensured by the
government as the GMSS for Low-Cost Housing has witnessed
a considerable uptick in the mortgage financing activity. Optimization of the conventional mortgage process including computerization of land records for ease of document retrieval, one
window facilitation, rationalization of transfer fee and waiver of fee for mortgage in the name of Banks, Development of
Scoring Engine & Statistical Scorecards for client evaluation,
Facilitation through ESCROW accounts for payments to regulate transactions and Regularizing / Licensing of Realtors and
formation of a governing body thereof are some future steps
which may prove to be a game-changer in terms of development of Housing Finance Eco-System in the country.
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T

he First MicroFinanceBank Ltd (FMFB) was established in 2002 as the first private sector, nationwide
microfinance bank in the regulated sector, with a strategic goal to reach out to those who are not able to
receive adequate financial services. Through targeted financial
and multi-sectoral products and services based on the evolving
needs of the financially excluded population, FMFB enables its
clients to strengthen their entrepreneurial base and build financial, physical, and human capital to secure their future.
FMFB has established its presence throughout the country, in rural as well as urban areas, to effectively reach its target
market segments. Currently, FMFB operates through a network
of 213 locations. Over the past 20 years, FMFB had a cumulative disbursement of over PKR 194 billion to more than 3.8
million borrowers and a deposit base of PKR 79 billion.
The Bank's customer base represents a population without or with limited access to financial services from
the formal financial sector. FMFB was among the
first banks to provide an effective financial intermediation service to the underprivileged
community of Pakistan to encourage
financial inclusion.
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FMFB's vision does not stop here; this is just the first step
in improving the quality of life digitally, where the Bank's focus on consumer awareness will help raise confidence of the
masses on digital financial channels. FMFB believes that these
measures will act as a catalyst in reaching out to the financially
excluded by providing easy access to their banking needs. By
adopting the innovative digitalized services, FMFB has significantly increased its customer base and plays a key part in the
National Financial Inclusion Strategy 2020, as well as redefin-
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ing the image of e-banking. A vast majority of the unbanked
population lives in the rural, remote areas of Pakistan; cognizant of the needs of these vulnerable groups, FMFB, along with
its diverse product suite, has introduced numerous Digital Access Channels to provide them with accessible digital financial
services.
House Loans under Government Markup Subsidy Scheme
Taking forward the government's vision of 'Mera Pakistan,
Mera Ghar' to facilitate individuals to construct/ purchase their
own residential property, FMFB was one of the first microfinance banks to launch a customised loan product under tier
zero, namely Government Mark-up Subsidy Scheme (GMSS)
Product to offer home loans to its customers. The product has
been designed to cater to first-time homeowners so they can
have convenient and affordable access to finance to build their
own homes and improve their living standards. GMSS Product
is a long-term loan facility offered to customers at highly subsidised rates.
While the government has played its role in making the
product affordable, FMFB envisages playing an effective role
in spreading awareness about the facility and creating conducive conditions to increase its uptake. GMSS Product is available at all branches of FMFB. In this regard, apart from using
conventional and social media channels to create awareness
about loans under GMSS Product, FMFB also used its banking

on wheels facility to travel across the country, making stops
at urban and rural centers to educate people about the loan facility. The vehicle traveled across all major districts of Punjab
and is now bound toward Gilgit-Baltistan area via Khyber Pakhtunkhwa.
The outcome of the Bank's commitment to make the
GMSS successful and the resultant aggressive marketing thereof was amazing. GMSS Product was launched in June 2021.
With more than six hundred million approved/disbursed to
more than three hundred and fifty clients, we are already ahead
of other MFBs and most commercial banks. But, our resolve
to work with the government on a noble mission of putting a
roof of their own on the heads of homeless families remains too
strong to keep us satisfied with anything lesser than being the
best amongst all stakeholders.
It will be in the fitness of things to be mentioned here that
FMFB has been actively involved in supporting the lower-income segment of the society to have, or improve, their own
home since long. At the moment, our house loan disbursements, other than GMSS Product, stand at more than PKR 4
billion across the country.
Now, FMFB looks forward to playing its role even more
effectively in solving the housing problem of the low-income
group of the country, which also constitutes a pillar of the
FMFB Social Responsibility Policy, while working in partnership with the Government of Pakistan under the banner of
Mera Pakistan, Mera Ghar Program.
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BANKISLAMI: LEADING THE NATION’S
HOME FINANCING MARKET!
ankIslami is the country’s notable financial institution
that has been providing Shariah Compliant banking
solutions to its customers for more than 15 years.
With over 340 branches in 114 cities spread across
the country, the Bank has been providing unparalleled services
to people across all cities to promote Islamic Finance that facilitates Pakistan to achieve goals of digitalization and financial
inclusion for the masses.
The Bank differentiates itself through authenticity, innovation, commitment to excellence, and fast, efficient, and
seamless delivery of banking solutions. As a growing organization, the foundation of their performance lies in the human
capital and BankIslami remains committed to becoming an employer of choice, attracting, nurturing, and developing talent in
a transparent and performance-driven culture.
Muskun Home Financing has been the Bank’s forte since
the past 13 years facilitating customers in the simplest and most
convenient Shariah compliant way to own a home.
Home financing is one of the sectors that is rapidly gaining
stream in Pakistan after the Government of Pakistan launched
the Low-Cost Housing Scheme, “Mera Pakistan, Mera Ghar”
(MPMG) making it easier for individuals to afford their dream
homes as per their convenience.
BankIslami aims for diversified banking by catering to
Multiple Segments including Non Resident Pakistani (NRP),
Salaried and Self Employed individuals with either formal or
informal income by the help of multiple income estimation

B

methods. BankIslami focuses on providing its customers a
range of value propositions including the option to Purchase,
Construct, Renovate and Replace (Balance Transfer Facility).
Continuing to be the Market Leader, BankIslami has
achieved tremendous milestones and remained the top performer in the industry when it comes to the ‘Mera Pakistan,
Mera Ghar’ initiative. Taking it up a notch, the Bank also has
the facility of same day approval for its Salaried Segment customer. The Bank also provides its customers the ease of access
to track their MPMG application status via online tracking.
Moreover, BankIslami has its financing available throughout the nation with few of the nation’s largest developers including Bahria Town, Emaar, GFS and many others.
BankIslami with its incredible growth strategy focusing on customer-centric approach, was able to break record
through team work and effective leadership shining throughout
the year.
The scope of these achievements is unprecedented in Pakistan’s banking industry with BankIslami being the first to
deliver on this front to such an extent. Housing finance of this
magnitude and volume have yet to be delivered in Pakistan’s
history.
The Bank remains committed to serving the country and
its customers through a diverse range of avenues delivering immaculate as well as comprehensive services across the board
contributing towards the elevation of national causes.
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T

he Prime Minister of Pakistan launched Low Cost
Housing Scheme in January, 2020 in order to address
growing housing needs of the homeless people across
the country. This initiative is quite unique, as no precedent of the scheme at such large scale is available in Pakistan. Akhuwat Islamic Microfinance (AIM) was selected as the
implementing partner (with Ministry of Housing and Works)
through a competitive bidding process to provide Shariah compliant house financing facility to the deserving families for the
construction of their houses.
The Govt. of Pakistan allocated and released PKR. 7 Billion in the form of revolving funds to AIM for the provision of
housing finance facility. The figure below illustrates the targets
achieved by the scheme so far.
This initiative is receiving immense public support and
appreciation; especially those who have already been provided
with the housing finance facility and have shifted to their own
houses.
In addition to this, Govt. of Pakistan has taken another initiative with an outlay of Rs. 1.5 trillion by the name of Kamyab
Pakistan Program (KPP). The Finance Division of the Govt.
of Pakistan mandated all commercial banks to provide credit/
funding facility to several Microfinance Institutions (MFIs) for
onward retail lending to beneficiaries for the provision of Low
Cost Housing Finance facility. Being a reputable civil society

organization, Akhuwat is also partnering with different banks
in order to contribute towards this much needed initiative.
This scheme will benefit large number of people and provide them shelter. People who are forced to sleep on streets
with no place to go, will be able to build a home. Also, this
initiative will help in uplifting the country’s economy by providing job opportunities to thousands of people related to the
construction industry. AIM appreciates Naya Pakistan Housing
& Development Authority (NAPHDA), Commercial banks,
Government of Pakistan, Mr. Shaukat Tarin, Minister Finance
and Mr. Imran Khan, Prime Minister of Pakistan for these historic initiatives.
PKR 8.12
Billion

Disbursed Financing Amount

17,054

Houses
Financed

PKR 8.38
Billion
Approved Financing Amount

Revolving
Fund

Rs. 7 Billion

99.9%

Rate of
Recovery

As of October 2021
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Abdul Razak Dawood
Prime Minister's Advisor on Commerce and Investment

Government priorities:

Exports, Exports, Exports!
Managing Editor GVS sits down with Mr. Razak Dawood to understand the export challenges faced by the government
and how it intends to deliver. Mr. Dawood deliberates on the importance of product and geographical diversification
as an important strategy to growing exports and the issue of lack of research and development. He provides a
framework that the government is working on to cope with all these challenges and to achieve the targets set forth.

N

ajma Minhas: You are holding one of the most
important portfolios in the government. The
prime minister himself highlighted the importance of exports to grow the economy, but we
know that exports in Pakistan have generally been stuck
in a rut for the past decade. If we compare ourselves to
our regional neighbors, Bangladesh's exports are around
$47 Bn, India's are $500 Bn, and Vietnam has about $290
Bn. You recently said that you have a target of $39 Bn.
How are you going to achieve this?
Mr. Abdul Razak Dawood: First of all, you are right,
we've been in a rut for the last ten years hovering around $25
Bn, and then it went down, and we have never paid attention
to the export of services. So what is our strategy? Our strategy,
first and foremost, is to put a focus on exports. When I first
came into the government, and somebody asked me what my
top three priorities were, I said, " Exports, Exports, and Export." It's a mindset.
Najma Minhas: Do you mean the focus of the government
or the focus of your ministry when you say 'to focus on
exports.'
Mr. Abdul Razak Dawood: Focus of the government.
If you think back to the last two governments, the PPP and
PML-N, did you ever hear them say exports in the last few
years? No, it never came up. The problem is that once you
move your focus away from exports, all policies start moving
away from helping you export, so it is essential to focus on
exports.
Then you begin removing anti-export biases. Anti-export
bias, in my view, is whenever you increase duties on raw material or intermediaries. When we came into the government, the
first thing we did was we started removing the anti-export bias.
We removed all the duties on raw material and intermediaries,
which was of enormous help to our exports. Then there was an
anti-export bias in the sense that we were not giving our export
industry internationally competitive energy prices. Once that
came in by this government, everybody woke up that the government is serious now. The government wants exports to take

place because they are now giving us internationally competitive energy prices. How were internationally competitive energy prices determined? They were determined by us looking at
Bangladesh, India, Vietnam, and Cambodia.
Najma Minhas: Have we come to relative levels.
Mr. Abdul Razak Dawood: Yes, we are now comparative.
They are all hovering around 7-8 cents. It was in that area; in
some parts of China, it was lower, but when we did, the average
was 7 cents for electricity and $6.5 per MMBTU for gas for
industry.
Najma Minhas: Is this a policy you will continue because
we generally see that energy prices are rising.
Mr. Abdul Razak Dawood: We have kept it reasonably
constant, but now for the next three months, because of the
difficult situation, the government will raise that $6.5 to $9 and
bring it down once the summer months come. With the international prices of oil and gas going up, we feel the strain around
it. So yes, they will go up for three months, and then they will
come down. As a principal, we must give our industry internationally competitive energy prices, and we know that Pakistan
is a high energy cost country.
Najma Minhas: Pakistan's export basket is almost 40 percent textile, and for the last 20 years we haven't changed
much. By comparison, if you look at Vietnam, 20 years
ago, 20 percent of its export basket was crude petroleum;
today, 20 percent of its exports focus is on broadcasting
equipment, integrated circuits, and electronic equipment
of different types. Similarly, Pakistan has only added
around 21 new products to its export basket, whereas
Vietnam has added 48, so this is concerning. What is your
ministry going to do about it?
Mr. Abdul Razak Dawood: This is a very important question, and what we are trying to do about it, we have put all this
down on our Strategic Trade Policy Framework (STPF), and if
there's one word that is important in that framework, it is diver-
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sification. What do I mean by that? I am talking about product
diversification, within a sector diversification into other sectors,
and diversification in our geography. Yes, we're over-reliant on
textile; in the country's best interest, we have to move away and
start bringing down our reliance on the textile industry.
Najma Minhas: So how are you going to do that? I mean,
It sounds nice "product diversification," but how do you
intend to ensure it.
Mr. Abdul Razak Dawood: One big move that we have
already done, and it's going to show results in the next 6-9
months, is that we brought out a mobile phone policy. For
the last 20 years we have been importing completely built-up
phones, which is ridiculous. We were spending a billion dollars
importing phones that could have been locally manufactured.
So we came out with a policy, and as a result of that policy,
many parties have come in, and in September, that was the first
time that we produced more locally manufactured phones than
we imported, and they are ramping up. We are still importing,
but more phones are being locally manufactured.
Najma Minhas: Have you identified specific sectors that
are interested in developing.
Mr. Abdul Razak Dawood: Yes, to move away from
textile, we have to go into engineering, pharma, food processing
products, fisheries, so we have a portfolio of items that we
have to get after, and we are doing that. I asked the ministry
of commerce to analyze where we are on diversification. We
made a straightforward chart - which said traditional products
into traditional markets, non-traditional products into nontraditional markets, where we stand, and the results were very
interesting. Traditional products in traditional markets have
grown by 7 percent. Traditional products in non-traditional
markets it has increased by about 60 percent. It means
those exports which were just going to the European Union,
America, have started moving. It means that the exports that
were previously going to the traditional markets have begun to
move towards the non-traditional ones.
Najma Minhas: Now that you have identified the sectors,
what is the policy you think will enable them. In the past,
we have relied a lot on subsidies, and we have tried to help
specific industries by subsidy loans and in many other

If there’s one word that is important
in that framework, it is diversification.
What do I mean by that? I’m talking
about product diversification, within a
sector diversification into other sectors,
and diversification in our geography.
Yes, we’re over-reliant on textile; in
the country’s best interest, we have to
move away and start bringing down our
reliance on the textile industry.
ways, but all it achieved was them continuing on the same
road. It hasn't encouraged them to do R&D or to move
away from the same products that are being subsidized.
Mr. Abdul Razak Dawood: We have moved our focus
away from the textile industry and are focusing our subsidies
on farming and engineering products.
Najma Minhas: So they are cheaper for the government
because you are not subsidizing them right now.
Mr. Abdul Razak Dawood: I feel that we need to give
them incentives to provide them with that quantum jump lets
give them that incentive. So there is another incentive we are
giving them – say suppose we are giving them a 3 percent of
invoice value as an incentive. We can say if you go into a nontraditional market, such as Botswana, Argentina, Chile, etc., we
will give you an additional 2 percent of the invoice value as
an incentive to help you cover the freight prices/ extra cost of
going to another market.
There's another thing that I want to say because it would
not be fair if I did not say this. Within textile, which is our traditional market, the whole range of products is very little. When
we had an international conference in Lahore before Covid,
many foreigners had come over, so I gathered them all together
and asked them to please be very frank with me. I'm the Advisor on Commerce, and please say what you want so that I can
learn from you. They said, 'we have been here one day and we
have looked at everything, we have seen your full range. You
don't produce enough range for us to spend 2-3 days!'
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Najma Minhas: So it goes back to my point that if you
are making money on a product, why do R&D and invest
anywhere else. So how do you intend to move them along
that range?
Mr. Abdul Razak Dawood: What we have done is we have
reduced the duties on all raw materials, that means now you
can bring into Pakistan nylon, viscose, acrylic, and other raw
materials duty-free. There is a term called technical textiles,
which are high-end fabrics; these are a mixture of a couple of
products; I have encouraged them to import these and then use
them to make high-end value products, garments, bedsheets,
etc. The idea behind this is to incentivize the textile industry to
increase the range of products they manufacture, thus achieving the overarching goal of product diversification. We did it in
June this year, so all that raw material is now duty-free.

Source: Ministry of Industries and Production and PTA
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Najma Minhas: Can the commerce ministry work on that
without the compliance or the acquiescence of the FBR.
Mr. Abdul Razak Dawood: It has happened, and I will tell
you how it has happened. Before all the tariffs were the responsibility of the FBR, it is no longer the responsibility of the FBR;
it has come into the ministry of commerce - now we do it.
Najma Minhas: So what do you do? You set the rates.
Mr. Abdul Razak Dawood: We set the rates. We decide
the customs duty on any product; it is us now because it is a
matter of trade, not a matter of revenue. Before, it was a matter
of revenue.
Najma Minhas: Very interesting, so when did this happen.
Mr. Abdul Razak Dawood: End of 2019, since then it has
been our responsibility, which is why I can just mention what
we did in the first interim budget of this government. We made
a small amount of reduction in duties on raw material. And
when Hafeez Sheikh was the Finance Minster we pushed it,
and same this year with Shaukat Tarin.
Today about 50 percent of the raw material that comes
into the industry is duty-free, which is a good number. We are
putting duties on because of the conditions set on us under the
IMF program. We didn't put it on the leading products but some
products.
Najma Minhas: So I want to come back to some discussion
on traditional markets for Pakistan exports. You have
referred to the traditional markets, the U.K., the U.S., E.U.
where we export 60 percent of our products. Yet, we also
know a lot of geopolitical concerns often influence whether
we can trade into these countries. Has that meant we have
started looking at other countries?
Mr. Abdul Razak Dawood: I have never really felt that
compulsion. What is happening is, with the world coming out
of Covid now, the biggest two markets that are absorbing a lot
of the goods from around the world just happen to be U.S. and
E.U., so our exports to E.U. and USA are going up. And what
are these exports? Textiles! So we are back to that same problem of textile being the front runner, where we want others to
overtake them, but today, the amount of our textiles exports
are skyrocketing. So our other exports will take time to pick
up, such as engineering products and food processing products, so we are in a bit of a dilemma, and we also need dollars.
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So if many textile products are being exported, we should not
try to stop them in any way.
Najma Minhas: What is the geographical diversification
that you referred to?
Mr. Abdul Razak Dawood: To me, geographical diversification is twofold, and I worked on it a lot. Number one is
regional connectivity. I have been to Iran, Uzbekistan, Afghanistan, and now going to Kazakstan. And the other thing about
it is we have got to have an environment whereby there is a
free flow of trucks in different countries owned by different
countries, and why is this a good time to do that - because sea
fares are rocketing!
Najma Minhas: It is interesting because you tweeted
recently that logistics facilitation and the TIR have become
a vital part of our strategy. NLC took a couple of trucks to
Azerbaijan. A couple of trucks have arrived from Uzbekistan; how will you facilitate road travel because there
seems to be a huge opportunity?
Mr. Abdul Razak Dawood: There is a huge opportunity.
When I went to Iran last week, they have also now agreed that
they would allow our trucks to go through Iran under the TIR
convention, Turkey, Uzbekistan, and once you are in Turkey,
you're basically in Europe. That's one. The other thing we did
was we sent a sample truck from Pakistan through Afghanistan, Uzbekistan, and then to Moscow. We actually got there,
we sent a truckload of mangoes, and they arrived there.
Najma Minhas: How do you intend to facilitate the growth
of road trade? I mean, is there a one-window operation?
There must be customs issues probably at all points.
Mr. Abdul Razak Dawood: Absolutely, that's why all the
customs are meeting. I told the Uzbek people, and they are
very, very supportive. Why invent the wheel? We have got the
TIR convention. Let's all agree to abide by those rules and the
customs, etc. And we have also sent our people to integrate
the two customs. When the Afghans came here last week, they
also agreed to it. When I went to Iran, they have also agreed.
I have set myself a target that by the 31 March next year, I
would like to call a conference for all the regional countries
and say now that we have all individually agreed let us all put
it on paper together that all our trucks can move freely in each
other's country.
Najma Minhas: Okay! So tell us why Africa? Which countries are you focusing on in Africa?
Mr. Abdul Razak Dawood: We analyzed Africa. When we talk of China, it's a billion-plus people;
when we speak of India, it's a billion-plus people.
Africa as a continent has a billion-plus population,
It shook me, and then the whole issue came up that
where do we go. We had a conference in East Africa
in Nairobi. Now we're going to Lagos, and we're trying to invite people from surrounding countries, asking for the Ambassadors to come there, so it is a very
large activity. In the three days, we also have a one
country exhibition to see our products.
2017

South Asia

*Source: United Nations Conference on Trade and Development (UNCTAD).
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Mr. Abdul Razak Dawood: When we look at Africa as a
market, I think that it would be a fantastic achievement if we
could get it up to anywhere between half a billion to a billion.
Unfortunately, we lost the last two years to Covid we couldn't
go they couldn't come. Now we're picking up again, and I'm
hopeful, so there are many opportunities; for example, our tractors and motorcycles are going into Africa.
Najma Minhas: Are these what we consider the exports to
non-traditional markets.
Mr. Abdul Razak Dawood: Yes. Absolutely, You hit the
nail on the head. Then we're taking 28 pharma, 22 engineering, and a few textile companies with us on tour to Africa next
week.
Najma Minhas: so lots of opportunities in Africa. Now
recently, the Pakistan Pavillion has been set up in Dubai
Expo 2020; all businessmen are full of praise for you and
the personal handwork that you have done to put this
together. It's been a huge success. What is the advantage
that is going to come out of this Expo in Dubai?
Mr. Abdul Razak Dawood: First of all, Alhamdulillah,
the expo has come out stunningly. We have three objectives,
the first one is the feel-good factor, and it has two parts; when
a Pakistani goes there, he comes out feeling proud about his
country, and I have heard that from many people. Many people
living in the U.K. or elsewhere are all going to Dubai, and the
expo is what they want to see. Secondly is the feel-good factor
by the ex-pats, the non-Pakistanis. When I spoke to them at
the actual expo, they said we couldn't believe this was actually
Pakistan. We never knew that Pakistan was like this, we never
knew that Pakistan had such beauty, we didn't even know that
you were so rich in culture and tradition. That's one objective.
The second objective is tourism, and the videos we have
put up in the pavilion are stunning. Most Pakistanis haven't
seen those parts of Pakistan. There were some parts that even
I had not seen. What we've done is we've set up a box there
where we people all sorts of information. The third objective is
investment; nobody invests in Pakistan just because he's seen
a good pavilion. He will consider Pakistan because he's seen a
good Pavillion, but then he has to come here to check out the
market's potential.
Najma Minhas: Has that follow through been pursued by
the ministry.
Mr. Abdul Razak Dawood: What we're doing is, we're
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Today about 50 percent of the raw
material that comes into the industry
is duty-free, which is a good number.
We are putting duties on because of
the conditions set on us under the IMF
program. We didn't put it on the leading
products but some products.
now noting everybody who's coming and also having seminars
inside the pavilion. We have a meeting room and a 70 man
auditorium. Our own companies, various companies from Pakistan, are going there, and people are already coming.
Najma Minhas: are you tracking any orders coming
through as a direct result of the Pavillion.
Mr. Abdul Razak Dawood: It's easier to track somebody
where he says that I want to go to Pakistan as a tourist, can we
get a VISA? So that is easier. On the investment side, it obviously takes a little longer.
Najma Minhas: So apart from having a conference room
available, how is the government helping the private sector
organize private events that will bring investment into the
country? Pakistani pavilion has proven how efficient is
the private sector is at delivering, which we all know from
Economics 101 - that the private sector is better at these
things.
Mr. Abdul Razak Dawood: They have already started.
Several companies have already had events; they want to show
something to the world they just go to our pavilion. In October
alone, we must have had 12 of them, and now in November, it
will pick up.
Najma Minhas: Any other regional initiative that you're
looking at right now?
Mr. Abdul Razak Dawood: Yes, there is a very important
one. The PM is going to go to China in December, and we are
going to ask our Chinese friends that we analyzed the exports
and imports, and it's still so heavily in your favor. We are going
to ask for some revisions.
Najma Minhas: Can you tell us something about the sort
of revisions you will ask for?
Mr. Abdul Razak Dawood: You see, where Pakistan is at
a disadvantage is that the same goods going into China from
ASEAN countries go at a low duty rate than ours, so we are
going to ask our Chinese friends to help us and give us the same
rate duty, similarly, they have given some additional benefits
to Bangladesh. So we will ask them to give us the same rates
and help us in our diversification. Our textile is going to the
other side of the world, but if the Chinese can take some of the
non-traditional goods from us, that would help us develop. I
will ask for the additional benefits not for the textile industry
but for our non-traditional goods.
Najma Minhas: Slightly moving away from trade. Currently, there's a trend across the world where the foreign
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Exclusive Interview With Mr. Razak Dawood

service and the trade department are increasingly merging
into one; the reason is that trade is an essential part of any
country's development; for example, Australia has one
department for it - DFAT. Is this something we can think
about in Pakistan, especially in light of the statement from
the NSA Moeed Yusuf that we are now much more focused
on geo-economics rather than geopolitics in Pakistan. That
would imply that we should go for a structural change
amongst our ministerial departments as well. Is it something that you have thought about or maybe plan to think
about?
Mr. Abdul Razak Dawood: Your statement about many
countries worldwide are doing this, the answer is Yes. Are we
ready for that? 20-30 years ago, these countries were not ready.
Are we ready? My answer is that we are not ready. I know the
weaknesses in each of the ministries, and we have got to sort
out a lot before we take such a drastic measure.
Najma Minhas: You feel it's a very drastic change?
Mr. Abdul Razak Dawood: It is. I don't think we should
do it because I know how tough it is for the MOFA to do their
thing, what they have got to do, and for them to start thinking
in these terms, it's a major change for the MOFA to now start
thinking in terms of economics. I have been to many countries during my last term, and I used to talk to ambassadors,
and they never even thought economics was their subject. Now
they have started, and now you can see everywhere I go the
PMs talking about it, the F.M. is talking about it.
Najma Minhas: This is in other countries that they are
talking about it. Should we not be having similar discussions in Pakistan, given the urgency that Pakistan has, in
developing itself economically, our Ambassadors should be
given trade targets, for example, that they are expected to
generate some sort of business from the country they are
serving in.
Mr. Abdul Razak Dawood: We certainly want to do this,
and it won't be too long that we will be maturing to that level. It
was difficult enough to give targets to the commercial attaches.
Najma Minhas: Have you done that.
Mr. Abdul Razak Dawood: Yes, we have started.
Najma Minhas: Is this new under your government that
commercial attaches are given targets? Were they never
given targets before?

We analyzed Africa. When we talk of
China, it's a billion-plus people; when
we speak of India, it's a billion-plus
people. Africa as a continent has a
billion-plus population, It shook me,
and then the whole issue came up that
where do we go. We had a conference
in East Africa in Nairobi. Now we're
going to Lagos.
Mr. Abdul Razak Dawood: Yes. They have got dollar-valued targets. Now the cycle is starting. We're actively asking
them for their figures, how much was the exports from Pakistan
to your country and give us your target in the next two months.
Najma Minhas: One of the things I wanted to ask you is
what you think you've brought into this position due to
your background.
Mr. Abdul Razak Dawood: One of the first things that I
feel I am trying to bring in, and still, it is difficult. Whenever a businessman walks through this corridor, please think of
him as a customer. He's not somebody who has come to fleece
something out of government; he's a customer, treat him like
that. And then whatever he talks about, you have got to communicate back to him. Before, it didn't happen. Now people
say that whenever we call the ministry, at least we get a callback. It never used to happen before, so that is a big change.
Stakeholder consultation is another big thing. I tell the ministry
of commerce you don't have the expertise, and it's not your
fault because the businessman who comes is working on a narrow platform but has a deeper understanding. The bureaucrat
is working in a broader platform but shallower, so he doesn't
know the details. But you have got to have the mental mindset,
so you're wise enough to know that you don't know, and these
are the people who know. So there is a change.
Najma Minhas: My final question would be, you have
been in this position for almost three years. Is there a legacy that you want to leave behind?
Mr. Abdul Razak Dawood: Yes, one of the first things
that has happened is that we have taken tariff rationalization
away from the FBR and is now clearly with the commerce
ministry, so that's a significant achievement.
The second thing now is regional connectivity.
It was so difficult to get our people to accept
that if we want our trucks to go into other
countries, their trucks will come into ours.
Both of these achievements on their own are a
legacy.

WATCH FULL INTERVIEW HERE
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TIR Opens Up Huge Trade Opportunities
TIR - Opening endless business opportunities in regional markets and promoting connectivity.

he world is suffering from huge logistical and supply
chain issues after the corona pandemic; not only are
ships hugely delayed, but shipping rates have also
gone through the roof. A container that costs $8000
for moving from Pakistan to Turkey costs about $5000 by road.
Not only is trade through routes using trucks more cost-effective than through seafaring ships, but it is also much faster.
Shipments that easily take more than three weeks to reach Istanbul from Pakistan by sea, arrive in 8-10 days by road, drastically reducing delivery times.
The National Logistics Cell (NLC) recently completed the first-ever commercial road movement under the TIR
(Transports Internationaux Routiers) to Turkey and Azerbaijan
through Iran. Currently, NLC is one of the few companies that
has been awarded Transports Internationaux Routiers (TIR)
admission by the Pakistan National Authorization Committee
of the International Transport Union for regional transport operations. Pakistan has become the 78th country to join TIR finally this year. Admission of trucks under TIR has been a missing link for Pakistan to boost its regional trade. In a first, four
vehicles completed a round trip road journey carrying goods
from Islamabad through Taftan to Baku and Istanbul, the capital cities of Azerbaijan and Turkey, respectively. Two of the
vehicles reached Istanbul in ten days, covering a distance of
almost 5,300 Km, while the others reached Baku in eight days,
covering nearly 3,700 Km.
The government has stated that the TIR and logistical
facilitation is an essential pillar of its Strategic Trade Policy
Framework (2020-25) and intends to facilitate road trade as an
important strategy of growing exports.
Today, trucks have become a crucial element in transport
for economies worldwide. They help link business markets and
various transport modes, enabling complex supply and logistics chains to operate efficiently. However, these very complex
international supply chains are laden with overlapping regulatory requirements and incoherent custom procedures preventing and impeding the quick movement of goods across borders.
According to studies, these factors account for more than 50
percent of the total transport time, making trade slower and
expensive than it otherwise should be.

T
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This is where the TIR comes in, a multilateral treaty concluded in 1975 on the international transport of goods under
cover of TIR carnet, aimed at simplifying and harmonizing administrative and custom formalities of international road transport.
Under the TIR system, trucks or any containerized shipments are sealed by customs at departure and unsealed by
customs at the destination, without unnecessary or redundant
checks at borders in between. When cargo arrives at the border of a transit country, customs make sure the seals are intact
and verify the cargo information using a unique transport document, the TIR carnet, before releasing the cargo. TIR streamlines customs procedures for increased efficiency and cost-effectiveness along the supply chain, making trade easier and
cheaper. Within Pakistan, a one-window operation is needed to
simplify the documentation process, including insurance with
multiple agencies.
Speaking to GVS, Mr. Razak Dawood, Advisor to the
Prime Minister on Commerce & Investment, recognizing TIR
as a “huge opportunity” for Pakistan stated that, the government was in talks with Afghanistan, Iran, and other regional
partners, to formalize and integrate the customs departments
at each end under the TIR. He stressed how TIR provides a
ready-made framework for Pakistan and other regional partner
states to streamline their road trade. The operationalization and
acceptance of this framework would provide a comprehensive
end-to-end solution, connecting warehouses with warehouses
under minimized custom formalities and shortening delivery
times, considerably reducing the cost of trade.
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ROLE OF FRONTIER
WORKS ORGANIZATION

AFP

FWO

The heavy Monsoon rains of 2020, which caused the loss of lives of over 30 people, finally propelled the provincial
and federal government to address Karachi’s significant infrastructural problems. Immediate priority was given to
ensuring the clearance of Mehmoodabad and Gujjar Drains to guarantee that 2021 did not see similar issues. While
significant challenges were faced in revamping the stormwater drains, NDMA assigned FWO the responsibility of
completing the work under tight timelines; and work that would generally have taken up to 2 years was completed in 6
months with FWO employees working shifts round the clock.

K

arachi is the economic backbone of Pakistan; the
large metropolitan city contributes 25 percent to
the national Gross Domestic Product (GDP) and
65 percent to federal government revenues. It also
accounts for 95 percent of Sindh's Gross Domestic Product
and 90 percent of its revenues. Yet, the city suffers from massive bad governance and the lack of political will to deliver
essential services for its population. The 2017 Population census estimated Karachi's population around 14 million, but this
number is politically contentious, with many locals estimating
a number closer to 22 million. It has a huge uncontrolled population growth that, accompanied by poor planning, has meant
infrastructure - water supply, sewerage, electricity, gas, communications – is proving insufficient to cope with its growing
population needs.
Last year's havoc caused by the Monsoon torrential rains
served to remind us about the threat posed by climate change
and the immediate need to revamp all encroached stormwater
drains of Karachi. In August 2020, Karachi received its heaviest rainfall that season in decades. The rain claimed more than
30 lives, and the city's electricity supply and cellular services
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were disrupted for days on end. In this environment, the Karachi transformation plan finally assumed priority on the federal
government's agenda.
The government of Pakistan came up with a comprehensive plan in December 2020 known as the Karachi Transformation Plan. It includes a range of projects addressing water supply, sewerage treatment, solid waste management, restoration
of the drainage system, mass transit rail, and road transport,
over 100 different projects in total. The government has allocated Rs 1.1 trillion for the Karachi Transformation Plan that
was announced would be executed over three years. Once completed, it will significantly improve the living conditions of the
residents in the city.
To curb the immediate threat of urban flooding, the Government of Pakistan, through National Disaster Management
Authority (NDMA), tasked the Frontier Works Organization to
undertake rehabilitation of Gujjar and Mehmoodabad stormwater drains in Karachi on an urgent basis. FWO enjoys an excellent reputation for executing national projects in challenging
environments. The Organization has also joined hands with the
Government of Sindh and the Planning Commission in planning various Karachi Transformation Plan projects.
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Urgency of solving Karachi’s Drainage System
Karachi’s water problems are a non-ending issue that city
managers have not addressed; the subject is further complicated because different authorities manage them. The natural
drainage system of Karachi comprises a large number of minor
& major stormwater drains. These carry water to rivers (Lyari
& Malir) and thereon into the sea.
About 500 km2 of Karachi drainage system depends on
Malir and Lyari rivers. The Malir river system consists of two
major stormwater drains, the Chakora Nullah and Thado Dam,
while the Lyari river system comprises the Gujjar and Orangi
storm water drains.

Karachi Transformation Plan
It is a comprehensive plan to undertake high-impact projects for Karachi with all stakeholders on board. A 10-member Provincial Coordination and Implementation Committee
(PCIC) was set up with Sindh Chief Minister Syed Murad Ali
Shah. Other committee members include a representative of
the Pakistan Army's V Corps, Commissioner Karachi, Administrator Karachi, National Disaster Management Authority, a
representative of the federal government, Secretary Local Government, and Secretary Transport & Mass Transit, Chairperson
Sindh Planning, and Development Board, and Chief Secretary
Sindh.

Importance of Revamping
Storm Water Drains
Major issues necessitate the
revamping of drains as encroachers
have illegally grabbed government
land and built on stormwater drains,
effectively reducing the width of
these drains. Furthermore, introducing illegal human settlements in
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Treatment

FWO’s Role in Urban Flood Mitigation
While it plays a vital role in other projects of KTP (KIV & Karachi Circular Railway), FWO was given the challenging task of revamping on an urgent timeline both Gujjar
& Mehmoodabad drains. Both drains had not been dredged
for decades due to the non-availability of working space on
their banks due to encroachments. This caused the water carrying capacity of drains to reduce drastically. Furthermore,
the disposal of solid waste in these drains by people choked
them at multiple locations, causing overflows and inundation
of surrounding areas during the rainy season. Work started on
Mehmoodabad Drain in January 2021, while mobilization on
Gujjar Drain started March 2021. The overall plan was to dedicate these drains only for stormwater through dredging and
widening of drains using Reinforced Cement Concrete (RCC)
retaining walls on both sides and to segregate sewerage water
by laying sewerage trunks outside RCC retaining wall on both
sides of the drains. Currently, the latter forms the predominant
flow of these erstwhile drains.
While Mehmoodabad Drain work is nearing completion
and the whole project expected to be completed by end of November, work on Gujjar Drain is still in process. About 80 percent of dredging and widening activity has been completed and
all the choke points are cleared to ensure smooth stormwater
drainage as per phase 1 and work has been started on phase 2.
More than 600,000 tons of solid waste has been removed from
both drains and dumped at the landfill site in Jam Chakro.
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Significant challenges were faced in revamping stormwater drain: A tight timeline was given to FWO to complete work;
and substantial work on Mehmoodabad Drain was completed
in 6 months, with FWO employees working shifts round the
clock, which under normal conditions would have taken around
2 years. It was no mean feat given the issues it faced, including limited accessibility to the site with very few access routes
and, due to the encroachments, minimal working space on the
banks of the drains given the heavy machinery/plant equipment that needed to be used in large numbers. Difficulties were
compounded by the fact that people in the highly urbanized
neighborhood of Gujjar and Mehmoodabad drains disposed of
their waste daily in these drains. Even after clearance of chokepoints, the continuous influx of solid waste causes choking and
constant effort has to be made to ensure the drains remain clear
of all solid waste. Over 4500 structures had to be removed in
Gujjar drain alone and over 200 machines were employed for
this purpose.
Due to the haphazard nature of development in the area,
the underground utility services were similarly all over the
place, not only creating safety issues for those working in the
area but also removing them and placing them elsewhere required extensive coordination with respective departments;

Ma

and when time was of the essence getting everyone on board
was not an easy matter. In addition, given that some people lost
their houses during anti-encroachment drives expressed their
hostility towards the FWO workers executing these projects.
Socio-Economic Benefits
Revamping both drains will enhance connectivity, boost
economic activity, uplift impoverished communities, ensure
smooth drainage of stormwater, prevent urban flooding, segregate stormwater from sewerage / industrial waste, which will
be treated before being disposed of into the sea. The project
will also replenish the diminishing green cover with green belts
and green islands along the drains, thus contributing to the environment's improvement. Progress in Karachi is essential for
a stable Pakistan. It can be achieved through the rule of law,
good governance, and sustained development. Outdated infrastructure, especially services, cannot cope with the population
boom that has hit the metropolitan. Climate change has further
added to our economic woes. KTP is all-encompassing and can
improve Karachi's fate, provided it is well steered by firm resolve and sustained political will. FWO has emerged as a key
contributor to the Plan.
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High commodity prices and IMF program
Dr. Omer Javed
The government needs to revisit its monetary policies especially following the supply chain crisis and the surge in oil
prices, which has wreaked havoc for the developing economies in this post-pandemic period. The prospects of staying
with the IMF program seem grim and thus should be followed by an immediate withdrawal from the program and
towards autarkist policies.

T

he real problems with the Bretton Woods institutions:
the disproportionate power of the US, the IMF's deeply procyclical approach, and G7 economies' unwillingness to enable multilateral bodies to address global
problems.' – Excerpt from the Project Syndicate (PS) published
article 'The real rot at the IMF' by Jayati Ghosh.
Pakistan is a net importer of oil, along with certain important agricultural commodities, and in the wake of supply chain
crisis and restricted supply-led high prices of oil by OPEC+
countries has put great burdens on the country, in terms of high
imported inflation, and in effectively managing a balance of
payments issue. This is on top of the Covid-caused recessionary trends due to which economic growth overall was badly affected, not to mention the global vaccine inequality towards developing countries slowing down economic recovery as well.
Hence, at a time, when after almost two years of economic
hardship caused by the pandemic, and even before due to strict
aggregate demand management policies that were followed
since Pakistan entered the IMF programme, the time has indeed been more than ripe for greater stimulus policies to be
followed. And yet, IMF has reportedly continued to push the
government towards greater austerity policies, which have not
only added to greater economic misery, but indirectly is eroding the popularity of the current government among masses
that are suffering from a sharp rise in oil, and electricity prices,
some of the decade-high commodity prices of important agricultural and other products.
This is indeed beyond logic as far as IMF programmes are
concerned, to push for procyclical policies, and in turn, expect
Pakistan to push for greater taxes, and also to reduce subsidies
at a time when oil prices have crossed $80 a barrel for Brent
crude – from $20 a barrel in April 2020 – and there is a global
supply chain crisis, all leading to high imported inflation in the
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country. With regard to how much oil revenues have increased,
could be gauged from a Bloomberg article 'Saudi Arabia's oil
revenue surges ahead of OPEC+ meeting: chart' as 'The kingdom is earning more money from oil exports than at any time
since 2018, as the global economic recovery and OPEC+ production cuts boost prices.'
Having said, the forecast for oil made by a Financial
Times (FT) published an article 'Oil likely to hit $100 a barrel,
say top commodity traders' back in June 2021, if materializes, will add to already high inflationary pressures, where the
article pointed out in this regard: 'The world's top commodity
traders have forecast a return to $100-a-barrel oil, as investment in new supplies slows down before demand has peaked
and before green alternatives can take up the slack. Executives
from Vitol, Glencore and Trafigura and Goldman Sachs said
on Tuesday that $100 crude was a real possibility, with prices
already reaching their highest level in two years this week as
Brent crude moved above $73 a barrel.'
It is therefore important that in the domestic sense, the
State Bank of Pakistan (SBP) should interfere, at least during
the current imported inflationary onslaught, and rather aggressively to keep the dollar on the lower side and stable, and try
harder to avoid it from appreciating the way it did more recently. At the same time, the government will need to move
away from an otherwise economic policy orthodoxy position,
whereby it gives a lot of independence to SBP. Rather, the deep
impact of exchange rate in the wake of commodity price rise
and overall supply chain crisis, in terms of both likely stagflationary and poverty consequences, not to mention, the strong
potential this impact is showing in terms of political instability
consequences, calls for greater role of government in monetary policy decisions regarding exchange rate determination,
through the platform of monetary and fiscal policy coordina-
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tion board. These are indeed extraordinary times for the economy, and the usual independence that central banks generally
enjoy cannot be extended, as happens in economies, in general,
facing such extraordinary times.
In the international sense, the major treasuries of developed countries and multilateral institutions like IMF will need
to understand that the longevity of the pandemic-causing recession and the way vaccine inequality has exacerbated it, the high
commodity prices, and the overall supply chain crisis, has already tested the limits of developing countries like Pakistan, in
terms of monetary and fiscal policy, to manage both the needs
of stimulus spending and macroeconomic stabilization, and
therefore, greater financial assistance needs to be provided. In
that sense, the IMF, for instance, faces a dilemma, and that is to
provide a greater allocation of SDRs now or risk seeing more
countries falling into a balance of payments crisis or defaulting
on its debt obligations, and apply for a programme with IMF.
Having said, the recent allocation of the enhanced SDR
allocation by IMF to the tune of $650 billion, and the usual
distribution way of quota-system, has not allowed developing
countries to receive any significant amount. It is therefore crucial that a greater allocation of SDRs is made to developing
countries so that a much-needed cushion is provided to bring
down the impact of imported inflation through a much lower value of dollar against the rupee, reached at the back of a
greater supply of dollars. Reportedly, a significant piece of legislation lying for approval may allow much greater release of
SDRs, as pointed out by a Centre for Economic and Policy Research (CEPR) published article 'As IMF allocates $650 billion
worth of special drawing rights, economists say more will be
needed' as follows: 'The US House of Representatives recently passed legislation supporting an additional issuance of 1.54
trillion SDRs (worth 2.2 trillion dollars), and similar legislation
is pending in the US Senate. Major humanitarian, labour, human rights, and faith-based groups… have called on the IMF to
allocate a total of $3 trillion worth of SDRs.'
Moreover, in another CEPR published article, 'Republicans are blocking desperately needed pandemic relief for the
world's poor' it was pointed out with regard to greater release
of SDRs 'the House passed legislation last year to have the U.S.
government approve "at least 2 trillion SDRs" – worth $2.8
trillion – at the Fund. But Republicans blocked the legislation
in the Senate. When Biden took office, the new Treasury department agreed, at the IMF, to about as much as they could
approve without a vote of Congress. This was the $650 billion
that the IMF issued last month. But this $650 billion issuance
was not nearly enough to meet the needs that most of the world
is facing, in order to save the lives of people who can be saved.
…So members of Congress have come back, with legislation
in both the House and Senate, to get the rest of what the House
approved last year. It has passed the House again this year, but
Republican leadership is still blocking it in the Senate.' Hopefully, greater SDR allocation is released, which is indeed very
important for developing countries like Pakistan.
At the same time, it may indeed be very pertinent for the
government to revisit the very decision of continuing with the
IMF programme, which is pushing for procyclical policies –
reduce subsidies, enhance taxes, increase policy rate – during
a period when the country needs stimulus spending, and cushion against imported inflation through both an active subsidy
programme, reduction in taxes, and greater intervention in exchange rate determination to overall keep the dollar on some
lower and stable level. In fact, the writer would even suggest to
the government to leave the IMF programme, since remaining

IMF will need to understand that the
longevity of the pandemic-causing
recession and the way vaccine inequality
has exacerbated it, the high commodity
prices, and the overall supply chain crisis,
has already tested the limits of developing
countries like Pakistan, in terms of
monetary and fiscal policy, to manage
both the needs of stimulus spending
and macroeconomic stabilization, and
therefore, greater financial assistance
needs to be provided.
in the IMF programme is causing more damage in terms of
lack of economic growth, stimulus spending, and even greater
political instability.
At the same time, the usual discussion that remaining in
the IMF programme lends greater credibility to the government
in terms of obtaining greater FDI and other bilateral and multilateral financial support at the back of macroeconomic stability certificate that being in an IMF programme provides is
indeed unwarranted. This is because, firstly, leaving the IMF
programme does not mean leaving the IMF, and since Pakistan will remain a member, it will continue to remain under
IMF's surveillance role, whereby like for every other member,
it produces a regular Article-IV report on the economy, which
is a deep reference point for gauging the macroeconomic and
overall economic situation of the country. Moreover, in this information technology/internet age of greater data availability,
and in quite a readily available sense through greater media
presence, the economic situation of any country, let alone Pakistan remains visible, with data readily available.
At the same time, the loss of possible tranches from coming out of the IMF programme can be made available through
floating bonds and also can be covered if greater SDR allocation goes through globally. Yet, remaining in the programme
will most probably also likely to increase debt repayments, in
case the IMF pushes for an increase in the policy rate, which it
usually does as inflation increases, not realizing that inflation in
countries like Pakistan, with lesser financialization, is at least
equally a supply-side phenomenon, and all the more given the
current supply chain crisis globally. It is, therefore, quite essential that Pakistan should leave the IMF programme. At the
same time, the government should look to adopt greater autarkist policies and also make a surgical analysis of commodities
being imported currently, to reduce reliance on international
markets, and also shed any that are not that important for the
economy and human life.
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Dr. Omer Javed is an institutional political
economist, who previously worked at the International Monetary Fund, and holds PhD in
Economics from the University of Barcelona.
He tweets @omerjaved7.

GVS Magazine

103

Pakistan’s Anti-Export
Bias Stifling Growth
Shahid Sattar and Eman Ahmed
Shahid Sattar, Executive Director & Secretary General of All Pakistan Textile Mills Association (APTMA), argues
that Pakistan must stop following an outdated import-substitution policy that relies on levying protectionist duties to
protect domestic industry as it has contributed to stagnant technological innovation and a reliable and supportive
energy environment is needed to improve industrial competitiveness and mitigate the very pressing risk of premature
deindustrialization.

P

akistan’s trade imbalance is primarily attributed to declining export competitiveness, a point that has been
re-emphasized in the recent Pakistan Development
Update by the World Bank. The report attributes; high
effective import tariff rates, limited export market access, inadequate supporting services for exports, and low productivity of
Pakistani firms, to Pakistan's falling export share.
Furthermore, it points out that the inconsistency of policies and frequent policy changes create an unsuitable environment for investments in the export industry. Our economy is
mainly inward-oriented, with a declining share of exports in
GDP. As a result, the country’s foreign exchange, employment
levels, and productivity have taken a hit. There is a lack of
value-addition, sophistication, and diversification in the export
basket due to constrictive policies, leading to an anti-export
bias and making the industry uncompetitive. As per the latest
World Bank assessment, the export market share of Pakistani
firms has declined since 2000 – particularly over the last decade. The share of textile and apparel, Pakistan’s flagship export sector, had shrunk from 2.3 percent in the early 2000s
to 1.8 percent in 2020. Overall, Pakistan’s presence in global
markets has shrunk substantially in the last two decades, while
international trade almost tripled.
Energy security is perhaps the most critical component
of industrial competitiveness – a case in point is the 27 percent growth in textile exports in the first four months of FY22,
while the government provided consistent policy and regionally competitive energy. Moreover, over the past three years,
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consistent policies have enabled the industry to expand its capacity, attract investment, and upgrade its technology, leading
to over 100 new textile units and creating millions of jobs.
The textile sector requires unwavering support to maintain
this growth, so the sustained provision of a supportive energy package will have long-term benefits for the entire economy. The government’s plan to end the supply of competitively priced gas to exporters is illogical. It is a critical input that
should ideally be priced at the regionally competitive rate. With
overpriced energy, particularly gas, the output price will be
uncompetitive as any downstream unit in the value chain will
prefer imported inputs instead of expensive domestic inputs.
In this situation, local units at the high end of the value chain
risk closing down, leading to the loss of countless jobs. There
remains a dire need for a long-term energy security plan which
Textile Exports (Jul-Oct)
(In Million Dollars)
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meets the requirements of the industry.

ity services related to the production of goods. These policies
have substantially assisted these countries in achieving high
export volumes and economic growth rates.
Pakistan’s Comparative Competitiveness
While customs duty on raw material has been removed
The cross-country comparison in the cost of conversion
in Pakistan, duties on intermediate and final goods remain unin the table below shows that the textile units in Pakistan are
changed. In contrast, additional customs and regulatory duties
incurring power and energy costs 2.4 percentage points more
have increased, thus rendering the overall effect negligible. The
than India and 7.8 percentage points higher than Bangladesh.
reasoning for these irrational duties is that they protect domesThis demonstrates that the ideal, regionally competitive electic industries from international competition and generate revtricity tariff would be around 7.4 cents/kWh.
enue to manage budgetary requirements. Unfortunately, shortPakistan cannot afford to have an uncompetitive exterm revenue generation has taken precedence over long-term
port-oriented sector. The industry presently demands that the
sustainability and industrial competitiveness, while industries’
power tariff revert from 9 cents/kWh to 7.5 cents/kWh, as anyefforts to become internationally competitive are undermined.
thing higher renders exports uncompetitive. It is not possible
Numerous schemes have been made available over the
for the industry in Punjab to remain competitive while getting
years to streamline access to imported inputs at world pric9 cents electricity and 9 dollars’ gas when other provinces are
es, but these are largely ineffective. Only about 2 percent of
being provided gas at 4.5 dollars. The irony is that 70 percent
textile and apparel exporters in Pakistan can access duty susof the industry is located in Punjab.
pension schemes such as the Duty and Tax Remission for Exports Scheme (DTRE) and
Cross-Country Comparison of Conversion Cost
Manufacturing Under Bond
(MUB) for their imported inYEAR
PAKISTAN
INDIA
BANGLADESH
termediates, in contrast to 90
percent in competitor counPower
Wages &
Power
Wages &
Power
Wages &
Depreciation
Depreciation
Depreciation
tries such as Bangladesh.
& Fuel
Salaries
& Fuel
Salaries
& Fuel
Salaries
Hence, their relative growth
2017
36.1
29.9
10
26.9
26.6
16.5
26.9
33
17.5
rate comes as no surprise.
Furthermore, DTRE in Pa2018
36.4
29.3
10.1
30.6
27.1
14.8
24.4
29.8
15.8
kistan is highly inefficient. It
can take two to four months
2019
33.6
29.4
9.6
31.2
30.8
16.4
26
35.8
18.4
to import synthetic fibers,
leading to delays and inter2020
32.8
28.7
11.8
30.4
27.6
16.3
25
37.1
20.9
ruptions in production that
Average
are not acceptable to global
34.6
29.3
10.3
29.8
28
16
25.5
33.8
18
(2017-20)
buyers.
A reliable and supSource: PIDE
portive energy environment
paired with more efficient use of customs tariffs in Pakistan
Other constrictive policies are in the form of substantial
can largely improve industrial competitiveness and mitigate the
barriers to trade and new firms that should be able to enter exvery pressing risk of premature deindustrialization. If customs
porting. Our tariffs are among the highest globally, and countcannot be employed efficiently, they should simply be removed
less non-tariff measures (NTMs) create further hindrances.
as they stifle innovation, efficiency, and export growth. The
These need to be rationalized or wholly done away with to
country must stop following an outdated import-substitution
enable sustained export growth. The weighted average tariff
policy that relies on levying protectionist duties as it has confor Pakistan stands at 12.1%. In contrast, our regional trade
tributed to stagnancy in technological innovation and an ancompetitors China, Indonesia, Malaysia, and Sri Lanka have
ti-export bias. Meanwhile, as TERF has come to a close and
far more reasonable weighted averages of 7.5%, 8.1%, 5.7%,
there are higher commodity prices, there is resultantly higher
and 9.3%, respectively. If we take into account the additional
pressure on the working capital requirement of manufacturing
customs duties and regulatory duties, Pakistan’s costs rise exsectors. Exporting sectors need increased support in this situaponentially.
tion to continue to bring in much-needed foreign exchange and
Meanwhile, the National Tariff Policy has not been imsteer economic growth. Consistency and policy continuity are
plemented in letter and spirit. NTP was formulated to reduce
the key to attaining export-led growth and bringing us a step
complexity in the entire tariff system. Still, due to poor mancloser to economic and political independence.
agement, it has been counterproductive as the system as the
whole has become even more intricate.
Furthermore, SBP is likely to raise the policy rate with
time, increasing the differential between the policy rate and the
Mr Shahid Sattar, is the Executive Director
export refinance rate. Subsequently, every incremental dollar
& Secretary General of All Pakistan
earned will cost more, creating issues for the exporting sectors.
It will be very difficult to maintain export growth momentum
Textile Mills Association (APTMA),
if EFS enhancement is constrained.
largest exporting group in the country, has
Most textile economies in our region benefit from the dupreviously served as Member Planning
ty-free input of machinery and raw materials, particularly, for
Commission of Pakistan and an advisor
export commodities. Additionally, subsidized utility rates are
available in Bangladesh, Cambodia, and Ethiopia. Bangladesh
to the Ministry of Finance, Ministry of
also benefits from an exemption from value-added tax on utilPetroleum, Ministry of Water & Power.
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Exhibits at the event " A Walk Through Spain". Left to Right: Ms. Mawish Moulvi
(Co-Author), Ms. Najma Minhas (Managing Editor GVS), Mr. Ammar Zaidi (Author).

H

aving just returned from my vacation in Spain – got
to see Madrid, Valencia, and Alicante – it was great to
come back and be invited to one of the first few events
held in the diplomatic community in the post-Corona
vaccination era (if we can call it that). The Spanish Embassy and
JS bank held an event showcasing a beautiful coffee table book
on the Islamic history of Spain ‘Walk through Spain‘.
Ammar Zaidi and Mawish Maulvi put together the refreshing book, with pictures captured by Ammar, who spent 25 days
traveling through Spain, went to over 16 destinations in October 2019, and captured the historical Islamic spirit of the cities.
Besides the renowned Islamic towns of Cordoba, Toledo, and
Granada, Ammar also visited several other cities and remote villages, where Pakistanis rarely venture, including Figueres (Dali’s city), Girona, and the medieval village Besalu, which has a
population of around 2500 people.
Through his eyes, we see the attraction and history of the
country. From the haunting feel of Toledo where you still feel
eyes watching you from the windows, the book also includes
chapters on Valencia –which they have titled the Jewel of Spain
and Barcelona, termed the Temptress.
Lucky for us that he did, since the past two years during
corona, most of us have been stuck indoors; it will be a vicarious
pleasure for many, and indeed I think the Spanish embassy will
get an uptick of tourist visa requests!
The book started from an invitation by the Spanish embassy
to explore their country in 2020 after the Ambassador saw photographs by Ammar on Karachi’s street photography. The coffee
table book full of striking and picturesque pictures by Ammar

In an attempt to build bridges between diverse cultures,
Ammar Zaidi set out on a journey across the streets
of Spain. He put together a collage which showcased
the rich and diverse culture of the Spanish society. His
documented and picturesque journey combined with
Mawish Moulvi’s articulate description of the experience
is likely to result in an uptick of tourist visa requests
and not just to explore the capital, which has been the
trend, but also to small villages and towns in Spain. This
beautiful coffee table book was sponsored by JS bank
and the Mahvash and Jahangir Siddiqui Foundation.

The Mosque-Cathedral of Cordoba, Spain.
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Picture from the official launch event of "A Walk Through Spain" held at the Spanish Embassy on 20th October,2021. Left to right: Mr. Imran Haleem Sheikh (Chief Operating
Officer JS Bank), Mr. Zulfi Bukhari (Ex-SAPM), Mr. Ammar Zaidi (Author), Ms. Mawish Moulvi (Co-Author), Ambassador of Netherlands Mr. Wouter Plomp, Ambassador of
Spain Mr. Manual Duran, Mr. Ali Zaidi (Minister), Mr. Hammad Azhar (Minister), Mr. Fawad Chaudhry (Minister) & Mr. Abdul Razak Dawood (Advisor to PM).

Acázar Fortress in Toledo, Spain.

The Romanesque Bridge in Besalú, Spain.

Zaidi and textual descriptions by Mawish Maulvi evocatively
captures the remnants of the Muslim empire’s golden age.
Photographs of the Alhambra Palace in Granada, Alcazar
of Toledo, and the Arab baths in Girona are a must to see. Islam
entered Spain in 711 AD, and Muslim rulers ruled parts of Spain
until 1492, when the Kingdom of Granada finally fell. The book
intertwines Ammar’s journey of Spain’s Islamic past on cobbled
streets with friendly faces, street artists, and brightly colored
modern buildings.
Ammar’s laudatory objective is to make his photography
build bridges between diverse cultures, a purpose that is badly
needed in today’s world as globalization reaches out to all and
threatens many for its potential disruption.
Mawish, educated at the University of Edinburgh and London School of Economics, was very clear that as important as
the digital space is today, there is nothing like holding a coffee
table book in your hands, and I must say Lahore’s Topical Press
delivered an international standard. For Mawish the pictures
exploring Spain’s history and smaller towns and villages give
the reader a different experience from visiting any country as a
tourist and just going to its capital city.
The current Spanish Ambassador to Pakistan, H.E. Manuel
Durán Giménez-Rico, has been here almost three years and has

been an active community member despite the slowdown we
witnessed in the past nearly two years during the Corona pandemic. The Spanish Netflix drama ‘Money Heist’ has been one
of Pakistan’s top ten trending flicks.
The event was attended by several ministers and others,
including Ali Zaidi (Maritime Affairs), Fawad Chaudhry (Information Minister), Shibli Faraz (Science and Technology),
Hammad Azhar (Energy), and former minister Zulfi Bukhari,
among others. The project was funded by JS Bank and Mahvash & Jahangir Siddiqui Foundation. The foundation is known
for supporting Pakistan’s art and culture.
Indeed it is one of the rare Pakistani foundations and corporates that engage in such work. Imran Ali, Chief Operating
Officer, JS Bank, personally got involved in pushing this project forward and explained how supporting this coffee table
book not only promoted their cause to help young Pakistanis
in their artistic ventures but also allowed
the bank to showcase Spain’s Islamic past,
which gave them particular pleasure.
Both authors are planning another project, and if I am not giving away too much,
it’s on Pakistan in 1947 based on personal
stories and interviews.
READ REVIEW
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