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One Belt One Road (OBOR) – An Introduction
The One Belt One Road (OBOR) Initiative, also known as the Belt and
Road Initiative (BRI), is a transnational initiative proposed by the Chinese
government, under the leadership of President, Xi Jinping, aimed at
achieving economic growth and development across Asia and Europe, as
well as other regions of the world, through enhanced connectivity and
cooperation between countries.
The OBOR initiative comprises of two main parts, namely the land-based
Silk Road Economic Belt (SREB) and the Maritime Silk Road (MSR).
The land-based Silk Road Economic Belt (SREB) is structured
geographically along 6 corridors listed as follows:
1.

China –Pakistan Economic Corridor (CPEC)

2.

China – Central Asia – West Asia Economic Corridor.

3.

New Eurasian Land Bridge.

4.

China – Mongolia – Russia Economic Corridor.

5.

Indochina Peninsula Economic Corridor

6.

Bangladesh – China – India – Myanmar Economic Corridor.

These 6 corridors along with the MSR are depicted on the map in Figure1. The China Pakistan Economic Corridor (CPEC) initiated in 2015 as a
joint cooperation between the governments of China and Pakistan forms
a key part of the OBOR initiative. CPEC comprises of a number of
projects, mainly in the transport and energy sectors, to be jointly
developed by Pakistan and China over the short, medium, and long terms.
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Figure – 1: OBOR – 6 Land Corridors and the Maritime Silk Route (MSR)

Source: Lommes/Wikimedia Commons

Figure – 2: Expected OBOR Countries

(OBOR Countries in Red) Source: Wikimedia Commons, Edited by author
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• Expected OBOR Countries:
Given the geographical trade routes and connectivity envisioned under the
Silk Road Economic Belt (SREB) and the Maritime Silk Road (MSR), the
OBOR initiative is expected to have a significant impact on the global
political and economic landscape. Although no official list of the
countries included in OBOR has been released by the Chinese
government, the initiative is expected to directly impact many countries
in Asia and Europe as well as parts of Africa.
Table-1 on the following page provides a list of 75 countries including
China which are expected to become a part of the OBOR initiative in the
near future. The list includes countries from Eastern and Southeastern
Asia, Southern Asia, Central Asia, Western Asia, Eastern Europe, and
parts of Eastern Africa. As per IMF statistics for 2016, these countries
accounted for around 65% of the World Population and 32% of the World
GDP in 2016.
• Project Financing:
The Asian Infrastructure and Investment Bank (AIIB) is expected to be
one of the primary institutions for financing the projects envisaged under
the OBOR initiative. The AIIB was proposed by the government of China
in 2013 to act as a multilateral development bank to provide finance for
infrastructural projects in Asia and beyond.
Headquartered in Beijing, the bank was declared open for business on
16th January 2016 at the inaugural meeting of its board of governors, and
currently has 84 members from around the world.
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Table – 1: Countries Expected to Join OBOR

Eastern Asia
China
Hong Kong
Macau
Mongolia
Southeastern Asia
Brunei Darussalam
Cambodia
Indonesia
Laos
Malaysia
Myanmar
Philippines
Singapore
Thailand
Timor-Leste
Viet Nam
Southern Asia
Afghanistan
Bangladesh
Bhutan
India
Iran
Maldives
Nepal
Pakistan
Sri Lanka

Central Asia
Kazakhstan
Kyrgyzstan
Tajikistan
Turkmenistan
Uzbekistan
Europe
Bosnia
Belarus
Bulgaria
Czech Republic
Hungary
Poland
Republic of Moldova
Romania
Russian Federation
Slovakia
Ukraine
Croatia
Estonia
Latvia
Lithuania
Macedonia
Montenegro
Serbia
Slovenia
Northern Africa
Egypt
Sudan
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Eastern Africa
Djibouti
Eritrea
Ethiopia
Kenya
Rwanda
Somalia
South Sudan
Uganda
Western Asia
Armenia
Azerbaijan
Bahrain
Georgia
Iraq
Israel
Jordan
Kuwait
Lebanon
Oman
Qatar
Saudi Arabia
State of Palestine
Syria
Turkey
United Arab Emirates
Yemen

As per the website of the AIIB, the bank provides sovereign and nonsovereign financing for sound and sustainable projects in 6 focus areas as
follows:
1.

Energy and power.

2.

Transportation and telecommunications.

3.

Rural infrastructure and agriculture development.

4.

Water supply and sanitation.

5.

Environmental protection.

6.

Urban development and logistics.

In addition to the AIIB, the Chinese government has also established the
Silk Road Fund (SRF), which will be used for investment in countries
along the OBOR initiative. Chinese President Mr. Xi Jinping announced
during the Dialogue for Strengthening Connectivity Partnership on 8th
November 2014 that China will contribute $40 Billion for establishing the
SRF. Following this announcement, the SRF was officially established in
Beijing on 29th December 2014.
The AIIB and the SRF have already initiated the process of providing
finance for infrastructure projects in some OBOR countries and are
expected to play a key role in the future for the financing of projects under
the OBOR initiative for enhancing economic cooperation and
connectivity between the OBOR countries.
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CPEC and OBOR
The China – Pakistan Economic Corridor (CPEC) is a flagship project of
the OBOR initiative under which multiple infrastructure projects in
various sectors, including primarily the transport and energy sectors, are
being constructed in Pakistan through Chinese cooperation, with a total
investment of over $50 Billion.
The development of a deep sea port along with additional related
infrastructure at Gwadar in the Baluchistan province of Pakistan is seen
by many as the most important component of CPEC. The strategically
located Gwadar port is viewed to be a key point of connection between
the land and sea trading routes envisioned under the OBOR initiative.
CPEC is a collection of multiple projects, worth over $ 51 Billion,
currently under development in Pakistan; which from the perspective of
Pakistan will help in improving the energy and transport infrastructure of
the country. CPEC, however, is not only limited to infrastructural
development but the collaboration envisioned under CPEC extends over
the medium and long term to other areas in addition to energy and
transport, including agriculture, industrial manufacturing, human capital
development, and social and cultural linkages.
CPEC can be viewed as the basis and foundation of a comprehensive
strategic cooperation framework between China and Pakistan. The
leadership of both countries has attached great significance to CPEC and
has been working jointly to promote the project and ensure its successful
completion.
From the point of view of China, CPEC will help the Chinese government
in achieving many of its long-term strategic objectives.
• CPEC – Historical Background:
The idea of constructing an economic corridor, linking Western China to
the sea-ports of Pakistan has been present since 1950, and was one of the
14

reasons behind the construction of the Karakorum Highway. Work on the
Karakorum Highway was started in the year 1959 and was completed in
1979. The highway links the Pakistani provinces of Punjab, Khyber
Pakhtunkhwa, and Gilgit-Baltistan to the Xinjiang region of China.
In 1993, the government of Pakistan initiated a feasibility study for
developing a deep sea-port at Gwadar in Baluchistan. The Chinese
government’s interest in Pakistan’s sea-ports and linking them with
Western China was renewed and negotiations started between the
governments of the two countries to commence construction work on
Gwadar port. China began construction of a sea-port at Gwadar in 2002,
which was completed in 2006. Further development work on the port
stopped due to political instability. Work on the expansion of Gwadar Port
then ceased thereafter owing to political instability in Pakistan.
The Gwadar port project in its current form of the project was first
proposed during the regime of General Pervez Musharraf but was
postponed due to political turmoil in the country. Discussions on the
project were started again during the government of Pakistan People’s
Party, when the Chinese Premier Li Keqiang visited Pakistan in 2013.
With elections in 2013, the government in Pakistan changed and
Muhammad Nawaz Sharif became the country’s Prime Minister. The new
PML-N government continued negotiations with its Chinese counterparts
regarding the economic corridor project.
The President of China, Xi Jinping visited Pakistan on a state visit in
April’ 2015. During his visit an agreement to commence work on the
China Pakistan Economic Corridor (CPEC) was signed, including
projects worth a total of $ 46 Billion. Some additional projects were added
to the portfolio of CPEC later, and the total investment worth of the
projects included in CPEC is currently estimated to be over $ 51 Billion.
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• CPEC Phases and Institutional Framework:
As per information from the Ministry of Planning, Development, and
Reform, CPEC has three main phases of development as follows.
1.

Short – term phase. (Expected completion: 2020)

2.

Medium – term phase. (Expected completion: 2025)

3.

Long – term phase. (Expected completion: 2030)

All development work and decision-making regarding CPEC projects is
overlooked by a Joint Coordination Committee (JCC) containing
representatives from Pakistan and China. Pakistan is represented on the
JCC by the Ministry of Planning, Development, and Reform while China
is represented by the National Development and Reform Commission
(NDRC).
The JCC follows a 1+4 institutional framework for CPEC including joint
working groups (JWG) for Planning, Transport Infrastructure, Energy,
Industrial Cooperation, and Gwadar. The JCC meets on a regular basis to
review progress on the CPEC projects and discuss the addition of new
proposed projects. The 8th meeting of the JCC was held in China in
December 2018. In addition to the JCC, the leadership from both sides
also holds additional bilateral meetings on a regular basis which helps in
ensuring a close monitoring of the development work being undertaken
under CPEC.
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China – Pakistan Economic Comparison (2019 estimated)
Indicator

Pakistan

China

GDP

$ 278 billion

$ 14,216 billion

GDP per Capita
Income

$ 1,357

$ 10,153

GDP Growth Rate

2.9%

6.2%

Population

204.7 million

1,400 million

Labor Force

65 million

804 million

Unemployment Rate

6.14%

3.8%

Exports

$ 24.8 billion

$ 2480 billion

Imports

$ 56 billion

$ 2110 billion

Trade Balance

- $ 31.2 billion

$ 370 billion

Inflation

7.64%

2.27%

Current Account
Balance % of GDP

- 5.21%

0.42%

Source: IMF World Economic Outlook, World Development Indicators
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CPEC – Significance for China:
The CPEC project is of profound importance for China, which is
evidenced by the fact that CPEC has been made a vital part of China’s
One Belt One Road (OBOR) plan. CPEC is important for China in a
number of ways and will help the Chinese government to achieve many
of its short term and long term geo-strategic objectives, discussed as
follows:
• Shorter and Safer Trade Route:
Perhaps, the most important benefit that China will gain from CPEC, is
that the corridor will provide a shorter and safer alternate route to the
country for most of its foreign trade. Currently, China conducts most of
its trade with the Middle East, Africa, and Europe through sea over a
distance of more than 12,000 km. Through the construction of CPEC, this
distance will reduce drastically to less than 3,000 km, which will result in
huge savings of time and money for Chinese businesses.
China is the world’s largest importer of oil, importing around 7.97 million
barrels per day on average in 2016. More than 80% of these oil imports
pass through the Strait of Malacca between the Malay Peninsula and the
Indonesian island of Sumatra, and then through the South China Sea to
eastern sea-ports of China. This region, especially the South China Sea
has remained very volatile in recent years, due to many countries
including China, laying claim to the islands present in this region. The
region continues to be patrolled frequently by the navies of many
countries including the US. In the event of a potential future conflict in
this region, China could face a total blockage of its oil imports through
this area, which will have a disastrous effect on the country’s economy.
For a country like China, which is currently the 2nd largest economy in
the world and one of the fastest developing economies, energy security is
of key importance. This greatly increases the importance of CPEC, as it
will provide China with a shorter and safer alternate route for its oil
18

imports from the Middle East, and exports to Africa and the surrounding
region.
• Strengthening Regional Influence:
CPEC will also help China in strengthening its influence in South Asia in
the short and long term. As noted in a recent report by the Swedish think
tank, SIPRI, The China – Pakistan friendship functions as a strategic
hedge against a rather rapidly developing India, which is currently one of
the fastest growing economies in the world, and projected to become the
second largest global economy after China by 2050.
Chinese investments and involvement in key seaports in the Indian Ocean
including the Karachi and Gwadar ports in Pakistan, Chittagong port in
Bangladesh, Colombo and Hambantota ports in Sri Lanka, and the
Kyaukpyu port in Burma are seen by many experts as part of an overall
objective to strengthen Chinese influence in the region.
• Developing Western China:
Another important benefit gained by China through CPEC, is that the
project will help China in spurring economic growth and development in
its western region, which continues to lag significantly behind eastern
China in terms of economic development.
The Western region of China accounts for only 6% of the total Chinese
population, whereas the Eastern region accounts for around 94% of the
Chinese population. Due to the large number of people living in eastern
china and the direct access to the sea, eastern china has seen rapid
economic development whereas, western china continues to remain a
predominantly rural area with per capita incomes below the world
average.
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Source: South China Morning Post
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Through CPEC, Western China will gain a short access to the Arabian
Sea through Pakistan as well as immediate access to the markets in
Pakistan, a country with the 6th largest population in the world. This
provides the ideal environment to the Chinese government of promoting
economic development in Western China, which will not only help to ease
social unrest in the region, but also to provide a new source of vital
economic growth to a slowing Chinese economy.
The city of Kashgar in Western China, which forms a key node of CPEC,
was classified as a Special Economic Zone (SEZ) by the Chinese
government in 2010, to boost industrial development in the area. The
Kashgar SEZ will be developed on the model of the highly successful
Shenzhen SEZ, and is the first SEZ to be established in Western China.
Kashgar and the rest of Western China will be connected through CPEC
to Pakistan and the Arabian Seas as well through rail networks with
Kyrgyzstan and Uzbekistan, helping China in obtaining a larger share of
the markets in Central Asia, Africa, Pakistan, and the Middle East.

Opportunities for Pakistan in OBOR and CPEC:
The primary importance of CPEC for Pakistan is the potential of CPEC
projects to boost Pakistan’s GDP growth rate, leading to the creation of
new jobs and rapid economic development in the country. CPEC is being
regarding by many in Pakistan to be a game-changer project for the
country’s economy that will improve the outlook of the country’s
economy and bring huge amounts of foreign direct investment (FDI) into
the country.
Energy and transport infrastructure projects form the largest share of
CPEC projects. Both of these sectors are those in which Pakistan has been
lagging behind significantly as compared to other developing economies.
Pakistan has faced a severe energy crisis in recent years, which acted as a
major bottleneck for industrial development and led to decreasing exports,
21

and relocation of many local industries to other countries like Bangladesh
and Sri Lanka. The construction of a number of power plants under CPEC
in recent years, including the expected development of additional power
projects in the near future, has helped the government significantly in
overcoming the energy crisis.
In addition to improved energy production, local businesses will also
benefit from improved trade connectivity with the world including Africa,
Middle East, Central Asia, and China. CPEC is expected to create more
than 700,000 jobs in Pakistan and add around 1.5% to the country’s annual
GDP growth from 2016-20 and 2-2.5% from 2020-30. As per the Asian
Development Bank (ADB), "CPEC will connect economic agents along a
defined geography. It will provide connection between economic nodes
or hubs, centered on urban landscapes, in which large amount of economic
resources and actors are concentrated. They link the supply and demand
sides of markets."
CPEC does not provide growth opportunities for Pakistan’s industrial and
manufacturing sector only, but also for the Agriculture and Services
sectors. In agriculture, Pakistan can look to learn from Chinese farming
practices to improve domestic crop yields for many important crops. The
services sector will also witness a boom with the development of CPEC
projects, as the demand for better educational, health, hospitality, and
transport services will increase with the implementation of the project.
CPEC also provides valuable opportunities in the area of human capital
development including the provision of general education as well as
technical and vocational education and training (TVET) to Pakistan’s
youth. The opportunities for Pakistan in Agriculture, Industrial
Manufacturing, and Human Capital Development are discussed further in
the sections that follow.
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Potential Impact of CPEC on Pakistan's GDP Growth
7

Annual GDP Growth (%)
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Source: Authors’ Estimation

Agriculture and Livestock
The Agriculture and Livestock sector has continued to play a vital role in
Pakistan’s economy. As per the Pakistan Economic Survey 2018-19, the
agriculture sector accounted for around 18.5% of Pakistan’s GDP and
employed 38.5% of the country’s labour force. Around 63 percent of
country’s population lives in rural areas, and is indirectly or directly
linked with this sector for their livelihood.
The Agriculture sector has strong linkages with the rest of the economy.
On one hand, it is the primary source and supplier of food for the country’s
more than 200 million population and on the other hand it is the sole
supplier of raw material for many important domestic industries, in turn
contributing significantly to Pakistan’s exports. The Textiles, Clothing,
and Cereals industries, which are the most important contributors to the
exports of Pakistan, obtain their raw material from the Agriculture sector.
These industries accounted for more than 65% of Pakistan’s total exports
in 2015. Raw cotton and basic cotton products, contributed more than $4
billion worth of export earnings for the national economy. In addition to
23

these industries, the agriculture sector also provides raw material for other
important industries such as, rugs and carpets, sugar, leather, footwear,
and food products etc.
In addition to being a source of raw material for many important
industries, the agriculture sector also provides the largest market in the
country for goods such as pesticides, fertilizers, tractors, seeds, and
agricultural tools and equipment.
Pakistan’s major crops grown include cotton, rice, wheat, and sugarcane.
Cotton is the focal non-food crop that is used as a raw material for the
textile industry. Pakistan is the fourth largest producer of cotton in the
world. Rice and Wheat are the major food crops. Rice is also one of the
main export items of the country. Sugarcane is another important crop
grown for sugar and sugar related products. Minor crops consist of
oilseeds, vegetables, pulses, chilies and other small crops. Oil seed crops
include cottonseeds, rapeseed/mustard, sunflower and canola etc.

Pakistan’s Rankings in Global Agricultural Output
Citrus Fruit

3rd

Cotton

4th

Sugarcane

5th

Milk

5th

Cattle Population

5th

Wheat

8th

Rice

11th

Cereal

16th

Pulses

16th

(Source: Food and Agriculture Organization 2016, United Nations)
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Despite the immense importance of the sector for Pakistan’s economy, the
country’s agriculture sector continues to face a number of problems
including low value addition and crop yields, high wastages, use of
primitive farming methods and equipment among others. Increased
agricultural production and high crop yield is essential for food security,
which is of high importance for Pakistan, being a developing country with
the 6th largest population in the world. High crop yields and use of modern
agricultural practices and technology, is also important for increasing
exports of agricultural products to other countries.
In order to make agriculture more effective in supporting sustainable
higher economic growth trajectory and reducing poverty in Pakistan, a
policy framework needs to be implemented with sole focus on high value
addition agriculture and technological improvements in crop production,
processing, and transportation.
Pakistan – China Yield Comparison

Wheat

Rice

Cotton

(tons/ha)

(tons/ha)

(kg/ha)

China

5.24

6.81

1484

India

3.15

3.59

500

Europe

5.87

6.7

470

Pakistan

2.85

3.63

782

(Source: US Department of Agriculture, 2016)

CPEC and OBOR provide a golden opportunity for Pakistan to revamp its
Agriculture and Livestock sectors by providing easy access to Chinese
and Central Asian markets as well as the opportunity for Chinese
collaboration in the modern agricultural techniques, farm equipment, and
high-yield varieties of seeds.
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China’s yield per hectare for most major crops is almost double the yield
achieved in Pakistan. Through Chinese collaboration in seed
development, modern farming methods, and agricultural equipment,
Pakistan’s agricultural output can be doubled within the next decade
which can help in increasing agricultural and livestock exports to China
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and other countries. The graphs below, show the estimated improvement
in domestic production and surplus stock available for major crops, if
Chinese farming practices are applied in domestic farms gradually in
coming years, through joint cooperation under CPEC.
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The increase in connectivity provided by OBOR and CPEC will provide
opportunities to improve Pakistan’s output of agricultural and livestock
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products and increase exports of these products to China and other Central
Asian markets.
Having a population of more than 1.3 Billion, being the most populous
country in the world, it is a great challenge for the Chinese government to
fulfill the food requirements of its population, despite being the leading
global producer of many food crops. This leads to a high amount of
agricultural imports into China from other countries around the world. As
mentioned previously, China spent more than US$ 100 Billion on
agricultural imports in 2016, which is around 5 times of Pakistan’s total
exports. Pakistan’s share in Chinese agricultural imports, however,
continues to remain negligible as shown in Table – 2 on the following
page. Through the connectivity gained under CPEC, Pakistan can increase
its share in the regional trade in agricultural products and significantly
increase its exports earnings, which will be vitally beneficial for the
economy given the high trade deficit of the country.
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Table: Pakistan's share in China’s Agricultural Imports ($ Millions)
Imports from

Pakistan’s

Pakistan

% Share

10,259.00

0.044

0.00043

6,907.00

51.80

0.74996

Dairy products, Eggs and Honey

3,516.00

-

0.00000

Vegetables

1,848.00

4.100

0.22186

Edible Fruits and Nuts

5,857.50

34.70

0.59240

Tea, Coffee and related products

668.00

0.042

0.00629

Wheat

801.00

-

0.00000

Rice

1,586.00

250.10

15.76923

Other Cereals

3,273.00

-

0.00000

Soya Beans

33,958.00

-

0.00000

Other Oil Seeds

4,316.00

1.370

0.03174

Fats and Oils

7,040.00

0.035

0.00050

Sugars and Confectionery

1,464.00

0.167

0.01141

Cotton and basic cotton products

7,738.00

1,033.00

13.3497

Wool and basic wool products

3,145.00

0.931

0.02960

Furskin and furskin articles

1,227.00

0.105

0.00856

Raw Hide & skins

5,759.00

86.00

1.49331

Tobacco

1,728.00

-

0.00000

101,090.50

1,462.40

1.457%

Items

Imports by China

Meat and meat products
Fish, Aquatic animals & other
products

Total

Source: World Bank Trade Statistics (2016)
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Industry and Manufacturing
Industrial and Manufacturing growth plays a vital role in the economic
growth of developing economies. An expanding and growing industrial
sector is vital for achieving rapid economic growth as it leads to an
increase in economic output and the creation of employment opportunities
for the labor force. The development of sectors of industries having a high
degree of value addition, with an exports-oriented approach is of
particularly high importance for achieving exports growth, which
ultimately helps in achieving a high economic growth rate.
Unfortunately in Pakistan, the industrial and manufacturing sector has not
witnessed considerable growth in the recent few years. Large scale
manufacturing (LSM) in particular witnessed a sharp decline of 10.63%
March 19, compared to an increase of 4.7%in the previous year. This
slowing down of growth in LSM has been one of the primary reason
behind the decline in the country’s economic growth rate from over 5%
to just around 2.9% in FY 2018-19. The industrial sector contributed only
around 13% to the national economy in FY 2018-19, whereas, in the case
of China, industrial manufacturing contributed over 35% to national GDP
in FY 2018-19.
Pakistan’s exports have also seen a persistent decline in the past few years,
falling down to around $ 23 Billion in 2018. This persistent decline has
led to a rapid increase in the trade deficit and has put increasing pressure
on the country’s balance of payments.
The situation of exports in Pakistan presents a dismal situation when
analyzed in comparison with other developing economies in the region
including India, Vietnam, Thailand, and Bangladesh. The share of exports
in national GDP has declined from 14% in 2000 to around 8% in 2016,
30

whereas in the case of Vietnam, for instance, exports have increased from
48% of GDP in 2000, to around 90% of GDP in 2016.
The persistent decline in Pakistan’s exports has been caused by a
combination of many factors including inadequate policies in the past,
energy crisis, political instability, currency overvaluation, low total factor
productivity, and a lack of emphasis on innovation and value addition by
the domestic industry.
Textiles and Clothing products form the largest portion of Pakistan’s
exports earnings accounting for $ 13 Billion (55%) exports revenue out of
the total $ 23 Billion commodity exports earnings of the country in 2018.
However, out of this amount, around $ 3.5 Billion worth of exports are of
raw cotton, yarn, grey cloth, and other low value-added products. The
government should focus on minimizing the exports of these value-added
products and instead utilize them in domestic value-addition units in order
to further increase the exports of high value-added textiles and clothing
items.
Similar to the textiles sector, there are various low value-added products
being exported in other sectors for example agricultural and mineral
sectors. The government should provide incentives for setting up
domestic industrial units that add value to these basic products and export
high value-added products instead.
In the Global Innovation Index (GII) 2018 published by INSEAD and the
World Intellectual Property Organization, Pakistan ranked 109 out of 126
countries whereas, India, Iran, Sri Lanka, and Bangladesh were ranked at
57, 65, 88, and 116 respectively.
Pakistan ranked 115 out of 137 countries in the Global Competitiveness
Index (GCI) 2017-18 prepared by the World Economic Forum (WEF)
whereas, India, Iran, Sri Lanka, and Bangladesh ranked were 40, 69, 85,
and 99 respectively.
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The China Pakistan Economic Corridor Project (CPEC) provides the most
important opportunity for the development of the domestic industry.
Through joint ventures with Chinese industries, Pakistan can achieve
rapid growth in technology intensive and high value addition industrial
sectors by benefitting from Chinese technical expertise. The government
can play a vital role in this regard by facilitating joint ventures between
Chinese and Pakistani industries, and providing special incentives for
technology transfer in the various CPEC special economic zones (SEZs).
As per the CPEC joint cooperation framework, industrial cooperation
forms the fourth phase of CPEC, the first three being energy, transport,
and the development of Gwadar. Under Industrial Cooperation, various
Special Economic Zones will be developed throughout the country
including 9 SEZs to be developed on a priority basis, with at least one in
each province.
These SEZs will provide multiple incentives for attracting foreign
investors including:
- One-time exemption from custom duties and taxes for imports of capital
goods.
- Exemption from all taxes on income for a period of ten years.
Details of the 9 SEZs shortlisted for development under CPEC on a
priority basis are given in the tables below.
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CPEC Prioritized SEZs:
Project Name
1 Rashakai Economic Zone, M-1, Nowshera, KP
2 China Special Economic Zone Dhabeji, Sindh
3 Bostan Industrial Zone, Balochistan
4 Allama Iqbal Industrial City (M3), Faisalabad, Punjab
5 ICT Model Industrial Zone, Islamabad

6

Development of Industrial Park on Pakistan Steel Mills Land at
Port Qasim near Karachi, Sindh

7 Special Economic Zone at Mirpur, AJK
8 Mohmand Marble City, KP
9 Moqpondass SEZ Gilgit-Baltistan
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Specific details of prioritized SEZs:
➢ Rashakai Economic Zone , M-1, Nowshera
Project

Rashakai Economic Zone , M-1, Nowshera

Province

Khyber Pakhtunkhwa

Area (Acres)

1000

Target Industry Fruit/Food/Packaging/Textile Stiching/Knitting
➢ China Special Economic Zone Dhabeji
Project

China Special Economic Zone Dhabeji

Province

Sindh

Area (Acres)

1000

Target Industry To be determined during feasibility stage
➢ Bostan Industrial Zone
Project

Bostan Industrial Zone

Province

Balochistan

Area (Acres)

1000
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Target Industry

•
•
•
•
•
•
•
•
•
•

Fruit Processing
Agriculture machinery
Pharmaceutical
Motor Bikes Assembly
Chromites
Cooking Oil
Ceramic industries
Ice and Cold storage
Electric Appliance
Halal Food Industry

➢ Allama Iqbal Industrial City (M3), Faisalabad
Allama Iqbal Industrial City (M3), Faisalabad
Project
Location

Faisalabad

Province

Punjab

Area (Acres)

3,000 Approx.

Target Industry

•
•
•
•
•
•
•
•

Textile
Steel
Pharmaceuticals
Engineering
Chemicals
Food Processing
Plastics
Agriculture Implements Etc
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➢ ICT Model Industrial Zone, Islamabad
ICT Model Industrial Zone, Islamabad
Project
Location

Islamabad

Province

Federal Government

Area (Acres)

200-500

Target Industry

•
•
•
•
•

Steel
Food Processing
Pharmaceutical & Chemicals
Printing and Packaging
Light Engg. Etc.

➢ Development of Industrial Park on Pakistan Steel Mills Land at
Port Qasim near Karachi
Project

Development of Industrial Park on Pakistan Steel
Mills Land at Port Qasim near Karachi

Location

Port Qasim Near Karachi

Province

Federal Government

Area
(Acres)

1500

Target
Industry

•
•
•
•
•
•

Steel
Auto & allied
Pharma
Chemical
Printing and Packaging
Garments etc.
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➢ Special Economic Zone at Mirpur,AJK
Project

Special Economic Zone at Mirpur,AJK

Location

Mirpur

Province

Azad Jammu Kashmir (AJK)

Area (Acres)

1078

Target Industry

Mix industry

•

➢ Mohmand Marble City
Project
Province

Mohmand Marble City
FATA

Target Industry

•

Marble / Granite

➢ Moqpondass SEZ Gilgit-Baltistan
Project

Moqpondass SEZ Gilgit-Baltistan

Province

Gilgit-Baltistan

Area (Acres)

250

Target Industry

•
•
•
•
•

Marble / Granite
Iron Ore Processing
Fruit Processing
Steel Industry
Mineral Processing Unit
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The government needs to place a high emphasis on promoting innovation
and value addition in the country. A national innovation policy needs to
be formulated through with the industry, academia, and research
institutions. The implementation of such a framework will help in creating
a culture of innovation throughout the country and promoting the creation
and sharing of knowledge. Product diversification with an increased focus
on products having high value addition and economic complexity needs
to be emphasized. This will not only help in increasing the value-added
exports of the country but also in imports substitution.
The adoption of new technology in the manufacturing sector should be
encouraged, which will help in improving productivity and technical
efficiency in domestic industrial units. Financial incentives in the form of
grants and soft loans should be provided to those firms which are looking
to upgrade industrial machinery through transfer of technology from
abroad.
The implementation of these policies for increasing exports and
promoting innovation and value addition in the context of the industrial
cooperation phase of CPEC can turn into a game changer for the industrial
sector.
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Human Capital Development
As per the 6th Population and Housing Census 2017, Pakistan has a
population of more than 207.7 million individuals (52.2% males and
48.8% females), which makes it the 6th largest country in the world by
population.
Out of the total population of 207.7 million, around 33% of the total
population is below 15 years of age, 22% falls in the 15-24 years age
bracket, 38% falls in the 25-59 years age bracket, while only around 7%
is above 60 years of age.
This situation presents an immense potential for achieving economic
growth in the future, if the country is able to utilize its predominantly
young population and create enough jobs to engage the youth in valuable
economic activity.
The overall rate of unemployment in Pakistan is estimated to be around
5.9% while around 25 million children are estimated to be currently out
of school. As per the Pakistan Economic Survey 2016-17, the overall
literacy rate of Pakistan’s population (10 years and above) was only 58%
(70% for males and 48% for females) while the total public sector
expenditure on education stood at around 2.4% of GDP in FY 2015-16.
As per UN population estimates, Pakistan will be one of the countries with
the fastest rates of growth in its working age population (15-64 years) till
2050. The graphs below show the estimated growth of Pakistan’s
population and labor force till 2050, as well as a comparison with other
regional and emerging economies. From the graphs it can be clearly
observed, that Pakistan has an advantage over other emerging economies
in terms of working age population and labor force growth. This rapid
growth in population provides a significant potential for
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boosting GDP growth. However, this potential can be realized only if the
economy is able to create enough employment opportunities for the
increasing workforce, failing which this increase in the labor force may
become a cause of political instability.
Country

Remittance Inflows
(2017 - $million)

India

62,745

China

61,000

Philippines

29,878

Mexico

28,542

France

24,332

Pakistan

19,847
Source: World Development Indicators
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The government of Pakistan needs to increase investment and design
better policies for general education and TVET, to increase the literacy
rate and skill level of the country’s labor force. As per the Youth
Development Index 2015 prepared by the Commonwealth, Pakistan
ranked among the lowest globally in terms of youth development and
opportunities for youth in education and employment. Rankings of
Pakistan along with those of some other regional countries are shown in
the tables below for comparison.
COUNTRY NAME

YOUTH DEVELOPMENT INDEX
RANK (2015)

PAKISTAN

154

INDIA

133

SRI LANKA

31

BANGLADESH

146

NEPAL

77
Source: Youth Development Index 2015, Commonwealth

COUNTRY NAME

EDUCATION RANK (2015)

PAKISTAN

156

INDIA

132

SRI LANKA

108

BANGLADESH

145

NEPAL

135
Source: Youth Development Index 2015, Commonwealth
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COUNTRY NAME

EMPLOYMENT AND
OPPORTUNITY RANK (2015)

PAKISTAN

154

INDIA

152

SRI LANKA

24

BANGLADESH

177

NEPAL

60
Source: Youth Development Index 2015, Commonwealth

As shown by the rankings above, there continues to be room for a lot of
improvement in Pakistan in the domain of Youth Development. The
government needs to put special emphasis on youth development
including the provision of skills-based training (TVET) to ensure the
development of a skilled workforce to meet the changing human resources
demand in the wake of the 4th Industrial Revolution.
Investment in the education sector should be increased to at least double
of the current amount for developing the country’s human capital and
increasing literacy rates. The public education system needs to be
restructured as per international standards to improve the quality of
education being provided to students. Academic and research standards
of public and private universities should be improved and brought up to
international standards to improve the quality of graduates being produced
as well as the output of new innovations and research that can be used for
the benefit of all sectors of the economy.
A special emphasis needs to be placed by policy makers on the
development of the TVET sector, to improve the skills level of the
workforce and deal with the issues of poverty, unemployment, out of
school children, and the low supply of skilled labor. While a number of
steps have been taken in the last few years to increase the number of
TVET institutes and enrollment in these institutions, some steps also need
to be taken to improve the quality of training being provided in the various
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TVET institutes in order to ensure that the trainees upon completion have
sufficient skills to match the demand of industry employers. A key step to
ensure this, is to ensure the involvement of private sector employers and
business associations at all stages of the TVET process so as to create a
demand-driven TVET framework.
By increasing policy emphasis and expenditure on education and skillsbased training, the government can increase the supply of skilled labour,
the surplus of which can be exported to other countries. This can help in
potentially doubling the total remittance inflows into the economy from $
20 Billion to around $ 40 billion by 2025. The increase in remittances will
help significantly in dealing with the major macroeconomic issues being
faced by the country.
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Conclusion:
The One Belt One Road (OBOR) Project, spanning large parts of
Asia, Europe, and Africa has the potential for significantly
uplifting the economic landscape of the entire region in the
coming decades. The China Pakistan Economic Corridor (CPEC),
forming a point of connection between the land-based Silk Road
Economic Belt and Maritime Silk Road of OBOR, is a primary
element of the OBOR, having the potential to become a game
changer for Pakistan’s ailing economy.
The government of Pakistan needs to place the utmost emphasis
on the successful completion of all projects envisioned under
CPEC, over the short, medium, and long terms. Furthermore, the
government must formulate a comprehensive strategy, in
consultation with the private sector to achieve sustainable growth
and development in all key sectors of the economy, by utilizing
the opportunities available under CPEC. This strategy should then
be implemented through a public-private partnership framework
to solve the major issues being faced by the national economy and
to ensure that CPEC turns out to be a true game changer for
Pakistan.

44

