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annual ritual of Budget Estimates preparation,
presentation before the National Assembly of Pakistan and
the ultimate approval was repeated this year as well. In
academic terms, the budget document is a plan of
accomplishment of programs related to objectives and goals
within next fiscal year and includes an estimate of resources
required together with an estimate of resources available.
However, it remains an estimate. The actual position can only
be known at the year ending. So, at the year ending, an
account of actual is also prepared commonly known as
“revised budgetary position”. Therefore, the revised
budgetary position has to vary from estimates. The difference
in estimated and actual accounts can only be justified if the
plan of accomplishments does not change. However, while
preparing the revised budgetary position, no mention has ever
been made on the plan of accomplishments. The promises
made with the people of Pakistan at the very beginning are
conveniently forgotten, only to be repeated as a new plan of
accomplishments.
One can only wish that the government also makes an
assessment of what has been accomplished during course of
the year and does not make statements of no consequence
released in the form of Economic Survey. Without an
assessment of accomplishments the performance of any
government can never be judged and the common man
remains confused. The claims made by the government
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remain claims only and the criticism by opposition
parties only leads to a sense of betrayal in general
public.
A comparison of the last budget estimates with
revised budgetary position and next year’s budget
estimates is given in the Table. Even, at macro level, it
can be observed that the budget estimates for 2011-12
became meaningless by the time year was ending. Vast
deviations on majority of macro level heads of account
only prove that the government kept on making
departures from the estimates all through the year.
With these departures, there was a clear cut disassociation with the stated accomplishment plans. On
one side the resources fell short by Rs. 293 billion and
on the other expenditure over-shot by Rs. 343 billion.
This created a gap of Rs. 636 billion which had to be
met through bank borrowings.
It must be kept in mind that this is only a macro
analysis. If an effort is made to do this analysis at micro
level, the real picture would emerge. Having made the
above criticism, one must also concede that it was an
abnormal year. Floods, law & order situation and other
abrupt events tend to cause such deviations. The
government has remained busy in fire fighting one
way or the other. The mere rise in subsidies from Rs.
166 billion to Rs. 512 billion is enough to cause a total
planning failure. The question, however, remains that
did the Finance Division know about the expected rise
in subsidies and short fall in external resources in
advance and did they conveniently ignored a few
analytical tools to make the figures look better. For the
next year again, figures do not look bad. And if, figure
dressing has been done, the same story would be
repeated again next year as has been done for the last
65 years.

Muhammad Siddique
Editor

Comparative Budgetary Position
(2011-12 and 2012-13)
(Rs. in Billions)

Classification
1. Resources (a+b)

Budget Revised Budget
2011-12 2011-12 2012-13
2,463

2,170

2,719

2,049

1,945

2,332

1,528

1,328

1,774

-Capital Receipts (Net)

395

525

477

-Estimated Provincial Surplus

124

90

79

414

226

387

2,767

3,109

3,203

2,315

2,631

2,612

790

843

925

Military

73

106

98

Civil

22

29

30

-Defence

495

510

545

-Grants and Transfers

294

277

312

-Subsidies

166

512

208

-Civil Government

202

215

239

25

-

35

243

136

215

451

477

591

304

939

484

a. Internal Resources
-Revenue Receipts (Net)

b. External Resources
1. Expenditure (a+b)
a. Current Expenditure
-Interest Payment
-Pension

-Pay and Pension Reforms
-Repayment of Debt
b. Development Expenditure
3. Bank Borrowing

3,000,000
2,500,000

DISCLAIMER
Although Editor makes every effort to ensure the correctness of the information, however
Dartways (SMC -Pvt.) Limited accepts no responsibility for or liability arising from any of
the information.

2,000,000
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Comments

Minke's Promising Pakistan
Ms. Minke Vorstenboch is Regional Coordinator for CBI (The Centre for Promotion
of Imports from Developing Countries), an agency of the Ministry of Foreign Affairs of the
Netherlands. She visited Pakistan in March, 2012 as head of the CBI Mission. The visit was
organized by CBI Local Experts, Mr. Zaheeruddin Dar and Mr. Imtiaz Rastgar. In the
following comments, Minke gives her candid opinion on perceptions and realities
about Pakistan.
“BRIC” stands for Brazil, Russia, India and China which are considered as rising
economies in World Trade.
Will the next letter in the BRIC combination
be a “P”?

Pakistan, a country everybody knows of, but few
non-Pakistani people really know. Having travelled all
around the world, I know that the image you get from a
country through the news usually differs from reality.
But would this also be the case for one of the “most
dangerous countries of the world”?
As regional coordinator for the “Centre for the
Promotion of Imports from Developing Countries
(CBI)” I'm responsible for all CBI activities in Asia
and Eastern Europe. CBI offers training and coaching
to companies that want to extend or increase their
exports to Europe. Would there be enough export
potential in Pakistan? And since our consultants have
to work locally with the companies, I wondered what
working there would be like.
Since, CBI has been active in Pakistan already for
many of its 40 years of existence, we have quite some
success-stories in different sectors ranging from
garments to engineering. So there is plenty of 'export
potential'. I also had some inspiring meetings with our
Pakistani consultants, whom I found, next to being
very skilled and professional, also inspiring and
enjoyable company. In all our business meetings they
treated me no different from my male colleagues and
valued my opinion equally…. Oops, apparently I
expected something different….
It was then and there, I realised that I also had
unconscious prejudices. And that's why I decided to
join my Country Account Manager on his trip and see
for myself what Pakistan was like. And I'm happy I did,
because my impression of Pakistan is a more realistic
and positive one now. In fact, I think Pakistan is a
promising country that has a lot to offer…. provided
that the Pakistani (both business people and
government) tap into all the potential it offers!
Pakistan is a land of contrasts: Although I've only
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travelled to Islamabad, Sialkot and Lahore, I got to see
a lot of different sides of this interesting country. I saw
the grim sight of roadblocks; extreme hotel security
and reports of bombings that make you feel unsafe and
uncomfortable. On the other hand I experienced the
genuine hospitality of the people that make you feel
extremely welcome. Another contrast that amazes me
is that although it's not compulsory to cover your head
(as it is in for example Iran) at least 90% of the women
wore some kind of scarf. But in contrast to the extreme
burqas you see in Afghanistan, these scarfs were very
fashionable, colourful and light, not at all signifying
'suppression', but rather a sign being a modern Muslim
woman. Nevertheless when visiting different
companies, we saw very few women working there.
And even for the highly educated women it is really a
hard pursuit to a successful career. A missed
opportunity!
But the biggest question that puzzles me is, why
Pakistan isn't as prosperous as one of the BRICcountries. Thanks to its geographic diversity, you can
grow almost everything. The country has an extended
coastline that offers ample opportunities regarding
both logistics and fisheries. Pakistan is very rich, both
in raw materials as well as culturally and historically.
The culture and attitude of Pakistani people is much
nearer to that of the Westerners than, for example, that
of the Chinese and a considerable part of the
population speaks English. Therefore (cultural)
communication issues will not really hamper trade. So
it why isn't there a “P” in “BRIC”? Pakistan has all the
right qualifications. There is enough labour force, raw
materials and educated people. And on top of that the
country is both culturally and geographically closer to
the Western world than China, India or Brazil?
I know there is no easy answer to that question,
but both Pakistan and the world must start tapping into
all the potential…. And I hope we as CBI can
contribute to that.
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Issue of the Month

In the Name of Public Sector Development and Economic Growth
The

National Economic Council (NEC)
approved the Public Sector Development Program for
the financial year 2012-13 and the same was tabled in
National Assembly of Pakistan along with the budget
proposals. The size of the PSDP is Rs. 873 billion out
of which the federal development expenditure outlay
is Rs. 360 billion and Rs. 513 billion is the share of
provincial ADPs. The PSDP has been stated to be
prepared in line with Framework for Economic
Growth (FEG), an approach adopted to achieve high,
inclusive and sustainable growth. The FEG recognizes
that in order to accelerate and sustain growth, generate
jobs and reduce poverty, sound policies and reforms
are required. Productivity and Competitiveness would
increase as a consequence.

trajectory to avoid any dampening effect. Additionally,
adequate resource availability to financial
development framework would be critical.
Surprisingly, no attention has been paid to export lead
growth which not only provides domestic impetus but
can also support recovery in balance of trade scene.
To have a clear picture, an analysis of sectoral and
sub-sectoral allocations needs to be done. Due to
paucity of time and space a detailed analysis of each
sector and sub-sector may not be possible here.
However, a general analysis of focus areas can be done
immediately and is available as follow:i.

Productivity is a function of literacy and skill
development and includes improvements at all
levels from lower level skills to higher level
research and development. Allocations for higher
level education have been made to Higher
Education Commission (Rs. 15 billion) and
Ministry of Science and Technology (Rs. 2.9
billion). However, project wise allocation in
PSDP indicates that unusually large allocations
have been made to Doctorate Programs and two
institutions namely NUST and COMSATS.
These allocations are a continuing trend from
previous PSDPs. As a result, lower allocations
become available to all other institutions and
create uneven growth. Lower allocations to
research organizations are also for the same
reason. The love for Doctorate Program and
institutions like NUST and COMSATS over a
long period of time is not understandable and
against the Framework for Economic Growth
which stipulates an even growth.

The Annual Plan and PSDP for the next year have
been prepared focusing on issues of energy, water,
food, internal security, human development and
provision of critical infrastructure. The plan is claimed
to highlight growth, macro-economic and price
stability, balanced development, social protection for
the poor through BISP and implementation through
result based management. The Annual Plan targets
growth of GDP at 4.3% with contribution of
agriculture at 4%, manufacturing at 4.1% and services
at 4.6%. It has also been stated that resource allocation
priority is accorded to projects near completion, for
supporting balanced development and to lend support
to the reform agenda of Framework of Economic
Growth.
The claims about PSDP and Annual Plan have
been made in the backdrop of a weak macro-economic
environment, political uncertainty and natural
disasters in the last years. To which extent the claimed
objectives and results would be achieved is to be seen
at the close of financial year. However, it has been
conceded that growth outlook depends upon industrial
revival which in turn hinges upon energy sector
performance. The affordable and un-interrupted
power supply can provide the much needed
momentum in the economy. The progress on
resolution of domestic strife can offer support to
economic growth. The growth in large scale
manufacturing which can capitalize upon its idle
capacity could also become a major factor. Agriculture
sector would need to sustain the existing growth
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Enhancing Productivity and Human
Resource Development:

ii.

Agriculture:
An allocation of Rs. 405 million has been made
for projects of various research organizations in
agriculture sector. This allocation is meager if
seen in the perspective of an economy which has
been facing food shortages in the recent past.
This is also a fact that a large part of population
depends on agriculture for livelihood. The
priority appears to have been ignored as far as
agriculture is concerned.
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iii. Manufacturing:
The strategic focus of manufacturing sector has
been stated to be innovation, efficiency, capacity
b u ild in g , tech n o lo g ical u p - g r ad atio n ,
infrastructure development and research and
development activities. Rs. 0.8 billion have been
allocated for this purpose. The amount appears to
be too small for such a large sector and to carry
out a lot of activities. What is more worrying is
that a lot of dependence has been placed on
manufacturing sector to contribute in GDP
growth. The lack of emphasis has been
continuing for a long time and need to be
corrected.
iv.

Commerce (Exports):
The Government of Pakistan needs to create an
emphasis for development and promotion of
exports. A widening trade gap, adverse balance of
trade situation and an increasing current account
deficit are alarming. Despite it, only Rs. 0.65
billion are allocated for projects to enhance
exports. The lack of emphasis is worry some and
the Government needs to correct the perennial
shortage of resources for this important sector.

v.

Energy:
Energy and deficiency of it rightly appear to be an
important focus area. An allocation of Rs. 192
billion has been made with expected utilization
of Rs. 147 billion in this sector. A large part of this
allocation is towards long term electricity
generation projects like Diameer Bhasha Dam
and a few other projects. Small scale hydel
projects with shorter completion time are also on
the list for funding. An important and equally
large allocation has been made for up-gradation
of electricity transmission infrastructure. This is
a step in the right direction and would positively
impact economic growth in the long run.

vi.

vii. Transport and Logistics:
Improvements in transport and logistic system
have been considered essential for reducing cost
of doing business and accelerating growth. An
allocation of Rs. 75 billion has been made for this
purpose. An additional allocation of Rs. 21
billion has been made to improve Railways along
with Rs. 0.75 billion for Ports & Shipping. This is
an important focus area and an improvement in
transport and logistic infrastructure would
support economic growth in the long run.
viii. Poverty Reduction:
Benazir Income Support Program (BISP) has
been evolved into country's largest social safety
net. Last year, it provided relief to over four
million recipients including internally displaced
persons, flood affectees and bomb blast victims
all over Pakistan. It disbursed Rs. 120 billion to
its recipients. The number of participants is
expected to rise to seven million once the nation
wide poverty score card targeting survey
completes. Investment in human capital
development and skill development will enhance
capability of the people to generate income and to
be gainfully employed. The stated focus is on
better delivery of public service and better
regulations to boost economic activity. Pro-poor
budgetary allocation in 2012-13 would increase
to Rs. 1,645 billion if all efforts (federal and
provincial) are combined

Water Resource Development:
The policy adopted for development in water
sector is aimed at operationalizing existing
infrastructure and integrated water resource
management. An amount of Rs. 38 billion has
been earmarked for this purpose. This would
cover irrigation projects, small dams, check and
delay action dams, canals and improving water
system through lining of irrigation channels.
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Public Policy Review

SALIENT FEATURES
BUDGETARY MEASURES 2012-13
In order to maintain the macro-economic
stability, economic growth, stable external position,
bringing prosperity to the general public, difficult
decisions have to be taken in the annual budget to
make changes in the tax structure. Thus the budget is
aimed at provision of relief and incentives for the
industry, so that the cost of doing business could be
reduced and as such it can be claimed as a peoples'
friendly budget.
For this purpose, the Customs budgetary
measures have aimed at reduction in tariffs,
simplification of procedures and creation of a
conducive environment for boosting economic
activities. In order to reduce the prices and to provide
relief to general public, the highest tariff rate has been
reduced from 35% to 30%. Education has been given a
priority and in order to make text books, pencils, pens
and other stationary items available at cheaper prices,
customs duty on eighteen raw materials and nine
components for manufacturing of stationary items
have been exempted. To mitigate peoples' suffering,
fiscal relief has been provided on import and
installation of alternate energy resources, UPS and
generators. Likewise, to ensure availability of
medicines at affordable prices, customs duty on 88
pharmaceutical raw materials have been reduced from
10% to 5%.
In the Sales Tax, in order to avoid multiplicity of
rates and also to decrease the burden on the consumers,
all ST rates above 16% have been brought down to
16%. Further, to discourage fraudulent refunds and to
streamline local supply chains in various
commodities, zero-rating has been replaced with
exemption from Sales Tax.
In the Federal Excise, attempt has been made to
phase out this duty gradually. Accordingly, FED has
been abolished on a number of items. Certain other
concessions have also been provided.
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A number of incentives have been given in
Income Tax to promote business activity and lessen the
tax burden on businesses. Minimum tax on turn-over
has been reduced from 1% to 0.5%. Apart from other
relief measures, the basic exemption limit has been
raised for salaried and business individuals to Rs.
400,000 and existing rate slabs have been reduced
from 17 to 5. These concessionary measures have
benefitted 64,420 tax payers besides reducing the
effective tax rates.
Following are the salient features of new
budgetary measures in the Federal Budget, 2012-13.
CUSTOMS
Relief Measures:
a.

The maximum general tariff slab has been
reduced from 35% to 30%, which will reduce the
number of duty slabs from 8 to 7.

b.

Customs duty on raw materials and components
for printing and stationary sector has been
reduced.

c.

Customs duty on 88 pharmaceutical raw
materials and other input goods has been further
reduced from 10% to 5%.

d.

Customs duty on self-copy papers and selfadhesive papers has been reduced from 25% and
20% to 10%.

Incentives for Local Industry:
a.

Three major Notifications (SRO 565, 567 and
575) provide exemptions and concessions on
import of plant and machinery for setting up of
industries and import of raw materials for a large
number of domestic industries. These have been
cleansed of anomalies and simplified.

b.

In order to promote indigenous industry, some
industrial raw materials have been included in the
concessionary regime.
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c.

Customs duty on scrap of rubber/ shredded tyres
has been reduced from 20% to 10% to encourage
its use as a substitute fuel for the cement industry.

Tariff Measures:
a.

b.

c.

WCO has made 5-yearly changes in HS
nomenclature for commodity classifications and
has issued HS-2012 version. Pakistan Customs
Tariff classification structure has, therefore, been
aligned with the WCO nomenclature.
Introduction of 12 Digit Subheadings in Customs
Tariff to fulfill the requirement of full automation
of import processing through the Customs
computerized system (WeBOC) and statistical
purposes.
On recommendations of Ministry of Textile
Industry, new tariff headings have been created
for facilitation of the textile industry and to
update national tariff in accordance with
international best practices.

d.

In order to encourage import of hybrid electric
vehicles (HEVs) at affordable prices the rate of
duty and taxes presently applicable to HEVs and
their batteries has been reduced by 25%.

e.

In order to simplify the tariff the composite rate of
duty on cinematographic film has been changed
to a simple specific rate of Rs. 5 per meter.

f.

Correction of classification and description of
some items has been made in the Tariff.

h.

Introduction of the punishment of imprisonment
for a term not exceeding five years, where rules or
conditions of transit are contravened.

i.

Establishment of formations for better
enforcement.

j.

Removal of the punishment of “whipping”, in
cases of smuggling, possession or acquiring of
smuggled goods and armed intimidation of
persons engaged in the discharge of duty under
the Customs Act.

SALES TAX & FEDERAL EXCISE
Relief Measures:
a.

Removing aberrations in rates of sales tax @ 22%
and 19.5% to standard rate of 16% through
rescinding of SRO 644 (I)/ 2007 dated 27-062007 vide SRO 594 (I)/ 2012, dated 01.06.2012,
effective from 02.06.2012.

b.

Reducing federal excise duty on cement from Rs.
500/ PMT to 400/ PMT enforced through
amendment in Table – I of First Schedule to the
Federal Excise Act, 2005, effective from
01.07.2012.

c.

Phasing out of federal excise duty regime by
reducing the number of goods liable to federal
excise duty enforced through amendment in
Table – I of First Schedule to the Federal Excise
Act, 2005, effective from 02.06.2012.

d.

Exemption of federal excise duty on live stock
insurance enforced through amendment in Table
– II of Third Schedule to the Federal Excise Act,
2005, effective from 01.07.2012.

e.

Retrospective exemption of federal excise duty
on services rendered by Asset Management
Companies enforced through amendment in
Table – II of Third Schedule to the Federal Excise
Act, 2005, effective from 01.07.2012.

f.

Grant of exemption to waste paper to enhance
collection as well as restrict inadmissible input
tax adjustment in this sector.

Legislative Measures:
a.

Quasi judicial and administrative functions are
being separated at the Collectorates' level.

b.

Enabling provision for introduction of the facility
of “e-auction”.

c.

Incorporation of an explicit provision for
condoning delays in time-limits.

d.

Provision of appeal in cases where the
application for refund has been declared.

e.

Definition of smuggling has been made more
comprehensive by including en-route pilferage
of transit goods.

f.

Application of record keeping provisions on
transport operators (for transit goods) and on
tracking companies.

g.

Declaring attempts to make un-authorized
access/ use or interfere with the Customs
computerized system an offence.
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Revenue Measures:
a.

Revision in the upward limit of price tiers of
cigarettes to enhance the Federal Excise Duty on
locally produced Cigarettes enforced through
amendment in Table – I of First Schedule to the
Federal Excise Act, 2005, effective from
02.06.2012.
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b.

c.

d.

Increase in the rate of sales tax on steel sector
from Rs. 6/ Kwh to Rs. 8/ Kwh enforced through
amendment in Sales Tax Special Procedures
Rules, 2007.
Substitution of zero-rating with exemption on
supplies against international tender enforced
through Finance Act, 2012 vide deletion of
Supplies against International Tender from Fifth
Schedule and addition in Sixth Schedule of the
Sales Tax Act, 1990, effective from 02.06.2012.
Substitution of zero-rating with exemption on
certain items such as remeltable scrap and
sprinkler.

exceeds Rs. 25,000 in a day. The said limit of cash
withdrawal has been enhanced to Rs. 50,000 per
day.
e.

A Taxpayer Honour Card scheme has been
introduced for all taxpayers who have filed tax
returns and paid due taxes for the last 5 fiscal
years. The holders of the card will be entitled to
various privileges and benefits.

f.

Capital Gain Tax (CGT) has been levied on the
sale of property if it is disposed off within two
years of its acquisition.

g.

The limit of investment eligible for tax credit has
been enhanced from 15% to 20% of the taxable
income. The existing limit of investment of Rs.
500,000 in securities or insurance premium has
also been increased to Rs. 1,000,000/- .

h.

Income of retirement/ pension funds is exempt
from tax if 90% of the profit is distributed as
dividend. Existing practice of obtaining yearly
exemption certificate is cumbersome and time
consuming for the entities and refunds for any tax
suffered against the exempt income has been
changed and the said funds have been exempted
from deduction of withholding tax.

i.

To provide relief to the pensioners, amounts
received as monthly installment from an income
payment plan invested for a period of ten years
out of the accumulated balances into a pension
fund, annuity or individual pension accounts as
specified in the Voluntary Pension System Rules,
2005 has been exempted from tax.

j.

The manufacturers shall be made withholding
agents to collect 1% tax against the sales made to
traders & distributors. However, the tax so
collected shall be adjustable against their income.

k.

The tax rates for passengers as well as goods
transport vehicles have been enhanced as under:-

Simplification Measures:
a.

Shifting of cotton seed oil from exemption to
zero-rating regime enforced through amendment
in Schedules to the Sales Tax Act, 1990.

b.

Revise Federal Excise Duty on foreign travel
enforced through amendment in Table – I of First
Schedule to the Federal Excise Act, 2005,
effective from 01.07.2012.

c.

Harmonize section 11 and 36 of the Sales Tax
Act, 1990 enforced through amendment in Sales
Tax Act, 1990, effective from 01.07.2012.

d.

Alignment of PCT Headings in various schedules
to the Sales Tax Act, 1990, with the HS-2012
version of Pakistan Customs Tariff.

e.

Updation of the restriction related to prices of
cigarettes in the First Schedule to the Federal
Excise Act, 2005.

INCOME TAX
a.

Basic exemption limit raised for salaried and
business individuals to Rs. 400,000. The existing
rate slabs have been reduced from 17 to 5.

b.

The normal progressive slab rates have been
introduced for the Association of Persons
(AOPs). The existing slabs have been reduced to
5 from 6. Basic exemption upto the income of Rs.
400,000 is also to be provided.

c.

d.
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Minimum tax was levied @1% on gross turnover
through Finance Act, 2010. In the case of
business community the rate of minimum tax has
been reduced to 0.5% from 1% on gross turnover.
Advance tax @ 0.2% is withheld on cash
withdrawal from banks where such withdrawal

Ø 20 persons or more:
from Rs. 100 to Rs. 500 per seat per annum
Ø In case of goods transport and vehicle:
from Rs. 1 to Rs. 5 per Kg laden weight
l.

The rate of initial depreciation on new
investments was 50% which results in converting
the accounting income to tax loss. This rate of
initial depreciation has been reduced to 25%.
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DEFICIT FINANCING AND SUBSIDIES:
A resource deficit country, that Pakistan has
become, and wanting to become economically
developed searches for resources to implement its
development plans as well as to bear the cost of
governance and war on terror. In this situation deficit
financing through bank borrowing could be an option.
This recourse has been taken time and again by
successive governments despite the voices of
resentment. Every Governmental announcement to
reduce budget deficit ultimately ends up in increasing
it. In-fact there is no harm in having bank borrowing
for budgetary support if it remains within limits and
does not affect availability of funds to private sector
for investments. It also needs to remain within limits to
control the inflationary pressures.
In the fiscal year 2011-12 the planned bank
borrowing was Rs. 303 billion. Against this position,
the actual bank borrowing reached Rs. 939 billion, an
excess of Rs. 636 billion. The question arises as to why
government had to resort to such an extreme measure.
Why the banking system was dried of all cash, which
could otherwise be used by private sector investors to
increase productive assets and create jobs. Why the
government had to increase basic rate of interest to
make investments by private sector unfeasible. Why
the government created inflationary pressures leading
to an upward price spiral. No government, especially a
politically elected one, can afford it. Still, it happened.
There have to be very cogent reasons behind such a
decision which otherwise looks really bad.
An analysis of the resource position and unbudgeted expenditure for the last year can probably
provide an answer. If the budget documents are
scanned through, the position emerges as follow:i.

Revenue receipts were short by Rs. 105 billion.

ii.

Availability of external resources was short by
Rs. 187 billion.

iii. The expenditure increased by Rs. 343 billion.
In an ideal situation, to tackle dwindling
resources, the government should have reduced its
expenses. But in this case, the expenses actually
increased. A diagnosis of expenditure leads us to the
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following facts :
i.

The government had budgeted subsidies to
energy sector to be Rs. 147 billion. Instead, it had
to pay subsidies to the extent of Rs. 464 billion,
an increase by Rs. 317 billion.

ii.

Subsidies to TCP and PASSCO were increased
from budgeted Rs. 8 billion to Rs. 36 billion in
order to ease pressure on prices and to cover
losses, an increase by Rs. 28 billion.

iii. Grants for emergency relief to support people hit
by natural disasters were provided to the extent
of Rs. 26 billion.
iv.

An over run of expenditure on account of defence
from Rs. 495 billion to Rs. 510 billion to cover
additional costs of war on terror, an increase by
Rs. 15 billion.

v.

Pensions were increased from Rs. 96 billion to
Rs. 135 billion causing additional expenditure of
Rs. 40 billion.

vi.

Interest payments were increased from Rs. 790
billion to Rs. 843 billion, an increase of Rs. 53
billion.

Even if we neglect other over-runs a total of
above comes to Rs. 479 billion. This coupled with
resource short fall does create a very ugly situation.
The government could only reduce expenditure on
non-essential components and the rest had to come out
of bank borrowing. The real question is as to how
could any government refuse to spend any additional
sum on pensions, price stabilization, war on terror, and
natural disaster hit people of Pakistan. Were the people
of Pakistan ready to pay higher electricity bills to offset production costs because of higher fuel prices? The
additional subsidies on electricity only stand at Rs. 317
billion (almost 50% of total increase in bank
borrowing).
The fact is that every facility has a cost and we
pay it now or in future. If we are not prepared to bear
actual cost of electricity today, then we pay it with
interest tomorrow. The political governments are of
course sentiment sensitive and they would react to
situations in a manner suitable to them. What would
happen next year is yet to be seen and analyzed?
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Business Opportunity Brief

Export Opportunities for Castings Export
Mr. Imtiaz Rastgar, CBI External Expert, along with CBI Exhibitors attended the ACHEMA Trade
Fair, in FRANKFURT, GERMANY from 18-22 June, 2012. There were 32 companies hosted by CBI spread in
5 different halls according to their specialization. The following is a brief report by Mr. Rastgar indicating
business opportunities for Pakistan.

Recently concluded ACHEMA 2012 is the
world's largest chemical machinery trade fair taking
place once every three years. It showcases every kind
of technology, service, equipment, material and
research on the chemical, bio, food, nano and research
aspects of the process industries.
Among many aspects of the process industry are
pumps, compressors and valves, which occupied
several large exhibition halls at the ACHEMA. Large
and small companies from all over the world displayed
their products in these halls and it was a big platform
for manufacturers of castings to identify opportunities
for supply of castings to these companies.
Materials for casting needed by valve, pump and
compressor manufacturers range from grey iron and
ductile iron to stainless steel and exotic metals. China
and India were seen as aggressive exporters, while
Pakistani companies, with the exception of a few, were
conspicuously absent from this important venue. This
was despite the fact that European valve and pump
manufacturers are constantly subcontracting their
casting production to low cost countries and it is for
Pakistani casting producers to seize this opportunity
for cast metal exports.
The CBI had organised, for its Export Coaching
Program participants, pavilions in five different halls.
There were 32 participating companies, out of which
two were from Pakistan. SCON Valves, a member of
the Pakistan Foundry Association, displayed at the
CBI Stand at the ACHEMA and returned with
excellent results. The company has gained confidence
about export potential of its valve product line as well
as export possibilities of valve body castings to
Europe.
With this experience and hand holding by CBI
Experts, followed by assistance from PUM, SCON
Valves is now making an investment into a new furan
sand foundry. During the ACHEMA fair, a visit was
organised for SCON, Director, Mr. Farhan Nasir to a
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leading foundry machinery dealer to see foundry
machinery available in Stuttgart, Germany. It is
expected that creating capacity for high quality valve
castings will poise SCON for big growth in the export
as well as local market.
The second Pakistani company, which displayed
at the ACHEMA 2012, is also a CBI Export Coaching
Program participant, Breeze Frost Industries, from
Lahore. Breeze Frost makes cooling coils for the
cooling appliance manufacturers and returned with
good orders from ACHEMA.
The world of pumps and valves is looking for
sources of cast and machined parts. It is an opportunity
as well as a challenge for Pakistan's Engineering
Industry to make the best out of themselves.

CBI Experts Visit Surgical Instrument
Manufacturers in Sialkot
CBI Sector Expert, Mr. Leendert Santema
alongwith CBI Local Expert, Mr. Zaheeruddin Dar
visited Sialkot to provide assistance to participants
of CBI Program on Medical Devices and Laboratory
Equipment from June 11 to June 20, 2012. The
objective of the visit was to enhance technical and
management capabilities among the CBI program
participants, through company visits and a two day
training session.
Topics of importance for SME sector were
covered during training. These were Knowledge
Management, Business Communication, Business
Negotiations, Forecasting and Planning, Quality
Management System and Coportate Social
Responsbility. The training was conducted with the
help of Trade Development Authority of Pakistan
and Surgical Instrument Manufacturer Association
of Pakistan.

DART Newsletter, June-July, 2012

Company in Focus

“Akhuwat”: A Journey of Hope
By Muhammad Arsalan
What started as a philanthropic adventure to
experiment interest free micro-finance as a venture to
help people establish micro businesses has now
become a leading light on the horizon of development
landscape. A group of friends sitting together for an
evening chat and discussing the needs of the poor
contributed one million rupees to see as to what
happens next. M. Saleem Ranjha, Dr. Amjad Saqib,
Mr. Zahid Khokhar, Mr. Fazal Yazdain, Mr. Khawar
Rafique, M. Shahid Gul and others started a small
organization and named it “Akhuwat”. It drives its
name from “mua' khat” or brotherhood, first exhibited
by the citizens of Madina by sharing their wealth with
the displaced persons coming from Mecca.
The philosophy is based on the premise that the
poor can be empowered if the rich of society share
resources and opportunities controlled by them. The
experimental was a success as the microfinance loans
started improving the lives of recipients while the loan
recovery rate was 10%. Encouraged by the initial
success more people volunteered and added to the
financial resources of the organization. The coverage
of the venture was being expanded and now it needed a
formal organization. Consequently, it was decided to
register “Akhuwat” under the Societies Registration
Act, 1860.
At present, Akhuwat has 13 branches in the
Punjab and 7,150 active clients. It has disbursed over
Rs. 150 million over last five years. It has stayed true to
its mission of helping the underprivileged with interest
free loans and provides various loan products to meet
the needs of its clients. To increase the outreach of
interest free loans, Akhuwat has partnered with
individuals in other cities to start similar initiatives.
Akhuwat's management states that 'the program
is non-political, gender neutral and non-religious.
Muslims from all sects are welcome in the mosques.
Christians and other minorities are also welcome in
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mosques. Akhuwat derives its inspiration from the
Islamic spirit of mua'khat but its message is for all
people of this country. Quite a large number of
borrowers are Christian who are given loans.
Akhuwat also works with a church organization in
collaboration with Christian religious leaders'.
Organizational Structure:
Akhuwat is governed by a Board of ten members,
consisting of philanthropisits, civil servants and
businessmen. Their role has been well defined; they
formulate and approve policies and provide guidance
and direction on different matters. Akhuwat is a blend
of volunteerism and necessary compensation. The
organization does not own any vehicle and the staff are
expected to go about on public transport or use their
own transport, for which they are reimbursed. The
offices are small and simple, with very little furniture
and 'farshi' seating arrangements.
Lending Methodology
Akhuwat started lending with the group
methodology in 2001 and introduced individual loans
in 2003. The current plan is to phase out group loans
and concentrate on individual lending. Akhuwat has a
large portfolio of individual lending with a total of
14,711 beneficiaries and it has devised an appraisal
method. Disbursement in mosques takes place twice a
month and the borrower has to be accompanied by one
of his guarantors at the time. However, before
receiving the loan the applicant has to become a
member of the organization and that requires paying a
membership fee equivalent to 5 percent of the loan
amount. In addition, the applicant also has to pay 1
percent of the loan amount to buy insurance, which
covers the risk of death or becoming handicapped. In
case of death, the loan is written off and the family is
provided Rs. 5,000 for funeral expenses. There are
other loan products such as family loan, liberation
loan, housing loan, etc.
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Country Profile

The Italian Republic
By Muhammad Arsalan

Having gone through the
roller coaster ride of history, Italy
has come to represent what it is
today. Few countries can offer the
history as rich and swinging as
Italy has lived. Italy served at the
core of the Roman Empire; one of
the leading religion, Catholicism, has its headquarters
in Rome; and it was largely the dynamic city states of
Italy that set the modern era in motion with the
Renaissance. It has known chaos and deep suffering
too. The rise of modern Europe's nation states in the
16th century left the divided peninsula behind. Italian
unity was won in blood. Italy had its share of colonial
wealth and then the Fascism and Second World War
took their toll. The economic miracle of 1960s
propelled Italy to the top league of industrialized
nations but since the 1990s the country is swirling in a
mire of frustrating crises. A sluggish economy, ineffective and squabbling government, corruption and
the continuing open sore of mafias continue to cast
shadow over the country's otherwise sunny
disposition. Despite problems, Italians have always
been culturally rich and bound to their own traditions
and therefore taking pride in what they are.
Being the founding member of the European

BASIC FACTS
l· Full Name: Italian Republic
l· Capital: Rome
l· Type of Government: Republic
l· Area: 301,340 Square Kilometer
l· Population: 61,261,254
l· Language: Italian (official)
l· L i f e

Expectancy:79 years (men),
85 years (women)

l· Per Capita GDP: US$ 30,100 (2011 est.)
l· GDP: US$ 1.822 trillion (2011 est.)
l· Monetary Unit: 1 Euro = 100 cents

Union and part of the Euro-zone; Italy plays a
prominent role in European and global military,
cultural and diplomatic affairs. It is also a member
state of the Organization for Economic Co-operation
and Development (OECD), the World Trade

12

Organization (WTO), the Council
of Europe, the Western European
Union and the United Nations
(UN). Italy has the world's ninth
largest defense budget and shares
NATO's nuclear weapons.
Modern Italy is a democratic
republic; ranked as the world's 24th most-developed
country and its Quality-of-life index has been ranked
in the world's top ten in 2005. It has the world's thirdlargest gold reserves, eighth-largest nominal GDP and
the sixth highest government budget in the world. Italy
is a highly globalised nation and enjoys a very high
standard of living; along with a high public education
level.
Geography:
Situated in Southern Europe, the Italy is a
peninsula extending into the Central Mediterranean
Sea. It has a total area comprising of 301,340 sq. km
with 294,140 sq. km of land and 7,200 sq. km of water
coverage. Italy shares its borders with Austria, France,
San Marino, Slovenia and Switzerland. It has a coast
line extending to 7,600 km. The climate is
predominantly Mediterranean, with Alpine in north
and hot & dry in the south. The terrain is mostly rugged
and mountainous with some plains and coastal low
lands. The country is geologically rich with natural
resources such as coal, mercury, zinc, potash, marble,
asbestos, sulphur, feldspar and pyrite. Natural gas and
fossil crude oil is also available. Arable land is 28%
with permanent corps over only 10% of the land area.
Area wise it ranks 72 in the community of nations.
Population:
Italy has a total population of 61.3 million people
who are predominantly Italian, with small minorities
of German, French, Slovene, Albanian and Greek
origins. Like every developed country, 68% of the
population lives in urban areas and the rate of further
urbanization is 0.5% per annum. The literacy rate is
99% representing a population which can read and
write. Population wise Italy ranks 23rd in the
community of nations.
People and Culture:
Italian people are generally open and friendly.
The family is the centre of social structure and
provides both emotional and financial support to its
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members. Appearances matter in Italy. The way you
dress can indicate your social status, your family's
background and your education level. First
impressions are lasting impressions in Italy and the
concept of good image is important. The people often
use their hands to gesture frantically while talking and
it is not considered rude. The country has a very high
population of senior citizens and it is wise to be
respectful. During meetings, greetings are enthusiastic
yet formal. The usual handshake with direct eye
contact and a smile suffices between strangers. Once a
relationship develops, air kissing on both cheeks is
often added as a pat on the back between men.
However, one should wait until invited to move to the
first name basis. Eating and dinning are an essential
part of Italian culture. Giving gifts is also considered
normal.

There are over 100,000 Pakistanis in Italy;
mainly living in the cities of Milan and Brescia.
Pakistan has an embassy in Rome and a ConsulateGeneral in Milan for representation, whilst Italy
maintains an embassy in Islamabad, a ConsulateGeneral in Karachi and an honorary consulate in
Lahore. Italy has been a major participant in Pakistan's
scientific contribution to the world, and both countries
established the International Conference on
Astrophysics and Relativity in 2011.

The Economy:

Italian – Pakistan Business Association (IPBA):

Italy has a diversified industrial economy with
high Gross Domestic Product (GDP) per capita and
developed infrastructure; driven largely by the
manufacturing of high-quality consumer goods,
produced by small and medium-sized enterprises. Italy
is the third-largest economy in the euro-zone, but
exceptionally high public debt burdens and structural
impediments to growth have rendered it vulnerable to
scrutiny by financial markets. Public debt has
increased steadily since 2007; reaching 120% of GDP
in 2011 and borrowing costs on sovereign government
debt have risen to record levels.

The Italian-Pakistan Business Association
(IPBA) is a non-profit association established by
Italian and Pakistani entrepreneurs in collaboration
with Italian Embassy in Pakistan. The Association
aims to strengthen bilateral relations between Italy and
Pakistan in coordination with strategic partners from
the two countries in business, trade, commerce, art,
culture and sports. The Italian-Pakistan Business
Association (IPBA) is geared to provide a wide range
of business services tailored to the requirements of its
members, as well as Italian and Pakistani companies.
The IPBA services include trade information, market
& feasibility studies, business partner search, trade
exhibitions, marketing support and assistance &
consultancy.

The government also faces pressure from
investors and European partners to address Italy's
long-standing structural impediments to growth (i.e.,
inflexible labor market and widespread tax evasion).
The international financial crisis worsened Italy's
labor market conditions, with unemployment rising
from 6.2% in 2007 to 8.4% in 2011. The euro-zone
crisis along with Italian austerity measures has
reduced exports and domestic demand, slowing Italy's
recovery. Looking into the strengths, the “backbone”
of Italy's economy is small, family-owned firms that
typically do not make highly technological goods.
Bilateral Relations between Italy and Pakistan:
Italy and Pakistan have enjoyed cordial and
friendly relations and share a common perception on
important international issues of mutual interest.
Being an active investor in Pakistan, Italy and Pakistan
enjoy close relationship in all fields. Italy provided
Pakistan US$ 100 million under the Pakistan Italian
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Debt for Development Swap Agreement to social
development projects in health, education and
sanitation in Pakistan. Italian government has agreed
to provide a credit line equivalent to US$ 10 billion for
Italian investors willing to invest in Pakistan. Italy has
also supported Pakistan bid for free trade agreement
between Pakistan and EU.

Bilateral Trade:
Bilateral relations between Italy and Pakistan
have maintained an upward trend in the previous years.
The continued partnership of both the countries in
international affairs and enhanced profile of economic
activity has lent dynamism and boost to the bilateral
ties. Italy is Pakistan's third largest market in Europe
after UK and Germany, and sixth largest globally. If
the recent growth in exports to Italy continues to rise, it
could become Pakistan's second biggest market in
Europe.
Bilateral trade recorded hike from US$ 410
million in 2001-02 to US$ 1,067 million in 2006-07.
Italy is a major source of supplying textile and
agricultural machinery to Pakistan, besides raw
materials.
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Heroes & Hope

From Despair to Dignity: A Journey with Humility
By Hateem Ahmed
It is often in the darkest skies that we see the
brightest stars. A simple matriculate, belonging to a
humble family of small farmers, with three brothers
becoming victim to a family fued, Ghulam Shabbir
found himself in a blind alley, apparently without any
hope of survival. Joining Air Force, in ranks, was
though a temporary relief, yet it could not offer any
honorable way out from the hardships. A desperate
youngster who had no one else to consult, except for
his simple illiterate parents who themselves were
caught in the same cobweb of miseries and poverty.
His mother had developed a rigorous routine of
working all day long and then spending the whole
night at the prayer mat.
Finding no ray of hope around, Ghulam
Shabbir, decided to try his luck and left for Saudi
Arabia in late seventies. He started as a laborer (blockmaker), and one day (just accidentally) he landed in
Makkah Area office of a leading Saudi Company
which in addition to its numerous businesses had been
assigned the honor of maintenance of Harmain
Shareefain at Makkah and Madina. During his earlier
days at Makkah, Ghulam Shabbir would invariably
spend his long days at work, but longer nights around
Kābah.
For every disciplined effort there is a reward.
Ghulam Shabbir worked very hard, day and night. His
diligence soon paid dividends; and in the next few
years, his brothers and nephews joined him one after
another. Miraculous reunion of family was celebrated
by initiating family's struggle which is now a history.
From small scale workshops and contracts of water
supply, gradually Ghulam Shabbir led his family to
large scale contracts in Energy sector, Batteries, Oils &
Lubricants, Travelling & Tours, Umrah & Hajj
operations and Import/Export. It was a long but
satisfying journey from a block-maker to a business
tycoon. Now with the grace of Allah almighty he is one
of the leading Pakistani businessmen in Saudi Arabia
and currently over 1200 (almost 100% Pakistanis)
workers/professionals are employed by his business
concerns.
Throughout the aforesaid journey, Ghulam
Shabbir always kept in mind the welfare of the land of
his origin (Talagang, District Chakwal). He started
many social projects, in his home district, in the field
of education and health. Currently, he maintains a host
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of colleges and schools, covering almost all arenas of
education i.e. basic, technical, commerce and IT.
Ghulam Shabbir had ample opportunities to step into
the local/area politics, to secure loans or to capitalize
his prized position at Makkah, but an adamant resolve
kept him away from all such distractions. He is a
beacon of light and hope for our youth as he proved
that by sheer hard work and diligence anyone can
attain his goals. Despite all this success, he remains a
humble and accessible Pakistani who loves to keep
low profile and believes in the saying that “the things
you do for yourself are gone when you are gone, but
things you do for others remain as your legacy”.

See More Heroes
at our website

www.dartways.com
l Abdul Sattar Edhi
l Abdul Hameed Buland
l Pervaiz Masih
l Master Ayub
l Lozina Shoaib
l Mai Jori
l Haji Sarwar
l Muhammad Hassan
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