CPEC

OPPORTUNITIES

&

CHALLENGES

1

CPEC

OPPORTUNITIES

&

CHALLENGES

2

CPEC

OPPORTUNITIES

&

CHALLENGES

Quaid-e-Azam Muhammad Ali Jinnah
Founder of Islamic Republic of Pakistan
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Imran Ahmed Khan Niazi
(Prime Minister of Islamic Republic of Pakistan)

PM’s Vision:
Pakistani Prime Minister Imran Khan has said that the China-Pakistan Economic Corridor
(CPEC) started with a vision of connectivity and openness. Prime minister said that through
enhanced road connectivity under CPEC, distances within the country have shrunk,
and the planned modernization of railway lines in the next phase of CPEC is expected
to help connect the region. Prime minister said that at the second phase of CPEC, the
scope of the project has been extended to industrialization, digitalization and agricultural
development which will be beneficial for Pakistan’s economy over the long-term.

Asad Umar
Minister for Planning and Development

Mr. Khalid Mansoor
Special Assistant to the Prime Minister on “CPEC Affairs”
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FCCI RESEARCH ARTICLES, E-PAPERS
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Why-Companies-go-Bust-converted
Foreign Trade of Pakistan 2016 (Country – wise)
Public Debt-Profile-of-Pakistan
Faisalabad-Electricity-and-Gas-Data
Faisalabad-Economic-Data
China’s-OBOR-Initiative an Introduction
Rice-Viable-Facts
Suggestion to Government of Pakistan tax collection through WAPDA
consumer data
Import and Export Pakistan India China Vietnam
Suggestion to Government of Pakistan forest report
Comparison GDP Pakistan, India, China and Vietnam
Foreign Trade of Pakistan-2018
GDP of Pakistan sector wise
Pollution by Aviation Industry
Global Inequality of wealth
Impact of Coronavirus on Pakistan GDP
Pakistani businessmen seek debt rescheduling with looming
coronavirus threat
Hydroponic Farming
Tourism in Pakistan
Save the Calves and Feedlot Fattening through Provision of Subsidy
Countries GDP, Area & Population
Pakistan Monthly Import, Export, Remittances & Tax Data (2020-21)
World Forest Area
The Top ten arms Export & Import Countries
EV’s vs FFV’s
https://fcci.com.pk/rd-department/research-publications/published-papers
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FCCI ACADEMIC PUBLICATIONS
Reports, e-Publications, Trade Bulletins

2021
2020
2019
2018
2017
Link:

1- CPEC Opportunities & Challenges (Phase-2)
2- Global Wealth Inequality & COVID-19

1- COVID-19 Impact on Global Economy

1- One Belt One Road “ opportunities for Faisalabad”
2- Hand Book of Testing Products Development Facilities
in Faisalabad.

1- The Economy of Faisalabad (Revised Edition)
2- Situational Analysis of Water Resource of Faisalabad
3- Agenda for Economic Reforms in Pakistan

1234-

CPEC Opportunities & Challenges
CPEC Prospects & Challenges for Agriculture in Pakistan
Pakistan’s Economy in 2030
The Economy of Faisalabad

https://fcci.com.pk/rd-department/research-publications/published-reports
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FCCI OFFICE BEARERS

ENGR. HAFIZ IHTASHAM JAVED
PRESIDENT, FCCI

CH. TALAT MEHMOOD
SENIOR VICE PRESIDENT, FCCI

AYUB ASLAM MANJ
VICE PRESIDENT, FCCI
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ADVISORY BOARD
ENGR. AHMAD HASSAN

(Patron-in-Chief)
Standing Committee, CPEC-FCCI

ENGR. MUHAMMAD SAEED SHEIKH
(Member)
Standing Committees CPEC-FCCI

DR. KHURRAM TARIQ

(Member)
Standing Committee CPEC- FCCI

WORKING GROUP
Muhammad Ali Hassan
B.Sc (Hons) Economics, (LUMS)

Azhar Rasool
Ph.D. (Agribusiness)- Scholar
University of Agriculture, Faisalabad

INTERNEE
Muhammad Faizan
M.Sc (Hons) Environmental & Resource Economic
University of Agriculture Faisalabad
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Message from the
PRESIDENT FCCI
ASSLAM-O-ALICUM!
Being president of the third largest chamber of Pakistan, it is my first and foremost
obligation to work with a missionary zeal, dedication and commitment to the
FCCI members in particular and to the business community in general to serve
them above myself.
I shall try my optimum best to offer perceptive and momentous policy
contributions with dynamic initiatives that would have positive influence on the
social and economic landscape of Faisalabad.
My Mission is to become voice of the business community with a strong pledge to enhance the economic
prosperity and quality of life in Faisalabad, I shall also try to act as an advocate for local business community
and facilitate them by providing opportunities to promote their businesses locally and internationally.
Faisalabad is one of the largest economic hubs of Pakistan and the largest contributor to national textiles &
garments exports. At FCCI, we have always placed a strong emphasis on economic and business research
to provide valuable guidance and insights to the business community. Our Research & Development (R&D)
center has put in a lot of efforts over the past few years to provide qualitative insights in the form of various
publications. This publication is another one of such informative works that focuses on the landmark CPEC
project & the opportunities it provides for the business community.
Being the President of FCCI & also the current CEO of FIEDMC, I strongly believe that the economy of Faisalabad
and the overall national economy can benefit profoundly from CPEC and its constituent projects. In addition
to the already developed industrial areas in the city, the 4500 acres FIEDMC and the over 3200 acres Allama
Iqbal Industrial City which has also been notified as a special economic zone (SEZ) under CPEC, hold immense
potential for the development of new businesses and their sustainable growth over the long-term.
I am hopeful that this publication will be insightful for the business community and the public at large. I pray
to Almighty Allah for the prosperity of Pakistan & the successful completion of all projects envisaged under
the umbrella of CPEC.
Thanking you

ENGR. HAFIZ IHTASHAM JAVED

President FCCI

11

CPEC

OPPORTUNITIES

&

CHALLENGES

FCCI CPEC COMMITTEE MEMBERS
Engr. Ahmad Hassan

Mr. Muhammad Tahir Yaqoob

(Patron-in-chief)
Chief Executive,
M/s. Chenab Eng. Works & Foundry (Pvt) Ltd.
Faisalabad.

(Chairman CPEC Committee)
Chief Executive Officer,
M/s. Mian Scientific Corporation (Pvt) Ltd.
Faisalabad.

OTHER MEMBERS
Engr. Muhammad Saeed Shiekh

Mr. Zeeshan-ul-Haq Shiekh

Former President, FCCI,
Chief Executive,
M/s. Kausar Processing Industries (Pvt) Ltd. Faisalabad.

Partner,
M/s. Haq Textiles, Faisalabad.

Mr. Muzammil Sultan

Mr. Muhammad Munawar

Former President, FCCI,
Managing Partner
M/s. Sultan Trading Company, Faisalabad.

Managing Partner
M/s. Khyber Textile Industries, Faisalabad.

Dr. Khurram Tariq

Mr. Muhammad Aslam

Chief Executive,
M/s. Kay & Emms (Pvt) Limited, Faisalabad.

Director
M/s. Power Chemicals Industries Limited, Faisalabad.

Mr. Muhammad Amjad Khawaja

Mr. Asif Javed

Managing Partner,
M/s. Khawaja Cotton Industries, Faisalabad.

Chief Executive Officer,
M/s. Admiral Rubber Industries (Pvt) Ltd. Faisalabad.

Engr. Asim Munir

Director,
M/s. Z.A Industry, Faisalabad.

DISCLAIMER
All information provided in this report is obtained from secondary sources believed to be
reliable and in all cases the reference has been quoted. While every effort is made to ensure
that the information in this report is accurate, FCCI does not accept any legal or financial
responsibility for any inaccuracy or omission whatsoever.
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Message From the
Patron-in-Chief CPEC
(EX- VP FCCI)
The China-Pakistan Economic Corridor (CPEC) project, with an investment
portfolio of over $62 billion, is a landmark project in the economic history of
Pakistan that has been widely tipped to be a Game Changer, not only for Pakistan,
but for the whole of South Asia. However, it can only become one if all sectors of
our economy work hard to capitalize on the opportunities provided by it.
At FCCI, we have always placed a strong emphasis on Research & Development
(R&D) to provide valuable insights and information to the business community that can help them in achieving
sustainable growth in their business while contributing to national economic growth. This emphasis on the
importance of research was the driving force behind the setting up of the FCCI R&D Center.
At the FCCI R&D Center we have a motto of. “ Focus & Target ”. Over the past few years, we have strived hard to
provide beneficial input to the business community and policy makers on a range of important topics ranging
from the National Economy & CPEC to particular issues relating to the city of Faisalabad. Since becoming the
Patron-in-chief of the CPEC committee at FCCI last year, me and my team have carried out extensive research
on CPEC to analyze the potential opportunities and challenges it poses for our economy. This publication is our
attempt to increase the awareness of the business community regarding this landmark project & the potential
it holds for Pakistan.
Since CPEC has successfully entered its 2nd phase, now is the time to extend its benefits to the entire community
by undertaking projects through Joint Ventures & Technology Transfer in all key sectors including Industry,
Agriculture, IT, Energy, and Infrastructure development in collaboration with our Chinese friends. I am hopeful
that this publication will play a strong role in increasing the awareness of all stakeholders regarding CPEC &
help us in designing improved strategies to maximize our mutual benefits from this game-changer project.

Engr. Ahmad Hassan
Patron-in-Chief CPEC Committee
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Chapter -1

INTRODUCTION
1.1 CPEC-An Overview

China-Pakistan Economic Corridor (CPEC) is a collection of projects, worth over $ 62 Billion, currently under
construction; which from the perspective of Pakistan will help in improving the energy and transport infrastructure
of the country. From the point of view of China, CPEC will help the Chinese government in achieving many of its
strategic objectives. It forms a vital part of the One Belt One Road (OBOR) initiative introduced by Chinese President,
Xi Jinping’s government. CPEC can be viewed as the basis and foundation of comprehensive strategic cooperation
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. CPEC involves a variety of projects in
different economic sectors. Energy projects, transport infrastructure projects, and Gwadar port city development
form the major part of the investments under CPEC. 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 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.
Since 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 on, and the total investme nt worth of
the projects included in CPEC is currently expected to be over $ 62 Billion.

1.2 Pak-China Relations- Historical Review

Diplomatic relations between Pakistan and China were set up in May’ 1951 after Pakistan became one of the first
countries in the world to officially recognize the People’s Republic of China (PRC). The relationship between the two
countries has remained close and cordial ever since, both countries working together with each other as strong
strategic allies. Bilateral relations became stronger after the Sino-Indian war of 1962. Pakistan voted in favor of
China being given a seat in the United Nations, after which China agreed to enter into talks with the Pakistani
government to peacefully resolve the outstanding border dispute between the two countries. The negotiations
started in October’ 1962 and concluded in March’ 1963 with an agreement being reached, which was signed by the
foreign ministers Chen Yi and Zulfiqar Ali Bhutto of China and Pakistan respectively.
Since the peaceful resolution of the border dispute, both nations have maintained an ‘all-weather diplomatic
friendship’. Construction work on the Karakorum Highway, was started in 1959 and was completed in 1979. The
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highway links the Pakistani provinces of Punjab, Khyber Pakhtunkhwa, and Gilgit-Baltistan to the Xinjiang region of
China. The leaderships of both countries have exchanged regular visits and the bilateral relationship has grown into
deep economic and defense ties. Both countries continue to work together on many short- and long-term projects.

Military Relations:

Pakistan and China have maintained strong military ties for over 50 years. Pakistan has been a regular importer of
Chinese military equipment, with China becoming the largest exporter of military equipment to Pakistan in 2015.
Both countries have also worked together on joint projects for the development of modern military equipment
including the JF-17 Thunder fighter aircraft, K-8 Karakorum training aircraft, and Al-Khalid main battle tank. China
has also supported Pakistan Navy in the incorporation of F-22p Frigates and has recently concluded a deal to supply
Pakistan Navy with 8 attack submarines.
Pakistan and China have worked together with each other to counter terrorism in the region and have conduct joint
military exercises on a regular basis aimed at improving their counter-terrorism capabilities.

Economic Relations:
Bilateral trade between the two countries has expanded at a rapid pace over the past few years with China becoming
the second largest export market for Pakistan as well the largest source of imports in the financial year 2014 -15. As
per the Pakistan Economic Survey (2015-16), the two countries engaged in bilateral trade worth more than US $ 12
Billion.
The two countries signed a Free Trade Agreement (FTA) in the year 2006, taking effect from July’ 2007. Bilateral trade
between the two countries has increased significantly since the signing of the agreement with China witnessing
a considerable increase in its share of Pakistan’s total imports. A second phase of the Free Trade Agreement is also
currently under negotiation.
Bilateral relations between the two countries have reached new heights with the two countries agreeing to work
together on the China-Pakistan Economic Corridor (CPEC) in 2015. CPEC is collection of many different projects
including energy and transport infrastructure projects. The list of projects included in CPEC have a total investment
value of over US$ 62 Billion, with some new projects also expected to be added to the list in coming years.

1.3 OBOR-China’s One Belt One Road Project:

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, with the MSR are depicted on the map in Figure
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.
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Source: Lommes/Wikimedia Commons

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.

Figure: Expected OBOR Countries

(OBOR Countries in Red) Source: Wikimedia Commons, Edited by author

The table 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
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countries accounted for around 65% of the World Population and 32% of the World GDP in 2016.

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

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

1.4 CPEC Phases and Institutional Framework
CPEC Phases:
As
1.
2.
3.

per information from the Ministry of Planning, CPEC has three main phases of development as follows.
Short – term phase. (Expected completion: 2020)
Medium – term phase. (Expected completion: 2025)
Long – term phase. (Expected completion: 2030)
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CPEC Institutional Framework:
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 Ministry
of Planning and Development 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.

Source: Ministry of Planning, Development, and Reform.

CPEC Project Maps
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Project Financing:
The government of Pakistan has not shared any official documents with the public regarding the project financing
of the different projects included in CPEC, due to which there has been a lot of uncertainty regarding the financial
aspects of CPEC projects and their short- and long-term effects on Pakistan’s economy. Most of the relevant
information available regarding project financing has been collected from interviews of government officials given
to different media platforms and other secondary sources.
The total investment value of CPEC projects was initially reported to be US$ 46 Billion which was increased to
almost US$ 62 Billion due to an increase in the investment value of the ML-1 railway line up-gradation project. With
a number of further new projects expected to be added to the CPEC portfolio, the total value of CPEC projects
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is being expected to increase up to US$ 62 Billion. The total investment being made by China under CPEC is a
combination of grants, loans to the government of Pakistan, and loans to private sector bodies.
Most of the transport infrastructure projects included in CPEC will be developed by the government of Pakistan
through concessionary loans from China. The loans will carry an interest rate of below 2% (around 1.6%) and will
be dispersed by state-owned banks of China. The orange-line metro train project in Lahore, is being considered as
a commercial project and will therefore have an interest of more than 2% (approximately 2.4%. The Pakistan -China
Fiber Optic Project on the other hand, having a total cost of around US$ 44 million will be developed through a loan
carrying an interest rate of 2%.
Almost all of the projects to be constructed in the Gwadar area will be financed through a combination of 0% interest
loans and grants. The projects to be constructed using 0% interest loans include the Gwadar east bay expressway
project, construction of breakwaters project and the Pak-China Friendship Hospital project. The loans for financing
these projects will be made to the government of Pakistan, which will be required to pay back only the principal
amount. The projects to be constructed through grants include the Gwadar International Airport project, having a
total cost of around US$ 230 million. The government of China announced in September 2015 that this project will
be financed through a grant instead of loans.

1.5 CPEC- Importance for Pakistan & China:
Importance for Pakistan
The primary importance of CPEC for Pakistan is the expected role the project will play in boosting 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 & Transport infrastructure projects form the largest share of the investments envisaged under CPEC. Both of
these sectors are those in which Pakistan has been lagging behind significantly as compared to other developing
economies. Pakistan has been facing a severe energy crisis for many years, which has turned to be a bottleneck for
industrial development and has led to decreasing exports, and relocation of many local industries to other countries
like Bangladesh and Sri Lanka. The transport infrastructure and facilities available to the local industry are also in
a derelict state. Through CPEC, the government of Pakistan aims to address these issues being faced by the local
industries. At the same time, the 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 1-1.5% additional to the country’s GDP
growth rate 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 number of economic resources and actors are concentrated. They link the supply and demand sides of
markets.” Pakistani businesses will also gain an immediate access to the markets in China and Central Asia through
CPEC. This brings opportunities for increasing exports to China, which will help in improving the country’s trade
balance with China. Pakistan’s trade deficit with China stood at over $ 10.6 Billion in 2020. CPEC provides Pakistan
with an opportunity to minimize this trade deficit by increasing exports to China, with whom Pakistan has already
signed a free trade agreement (FTA).
CPEC does not only provide growth opportunities for Pakistan’s industrial and manufacturing sector, 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 and its concomitant projects, as the demand for better educational, health, hospitality, and transport services
will increase with the implementation of the project. However, unfortunately Pakistani stakeholders continue to
lag behind China in terms of their research work on the opportunities available in CPEC. Pakistani think tanks and
universities need to conduct vast amounts of research to fully understand the vast number of opportunities provided
by CPEC.
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Source: Authors’ estimation

Importance 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. 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 imports from the Middle East, and exports to Africa and the surrounding region.
CPEC will also help China in its objective of neutralizing Indian influence in the region in the short and long term.
As noted in a report by the Swedish think tank, SIPRI, The China – Pakistan friendship functions as a strategic hedge
against a rather rapidly developing India, which witnessed 6.7 per cent average annual GDP growth in the 2011–15
period and was the world’s seventh largest economy in 2015. 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 China’s
strategy to increase Chinese influence in the Indian Ocean. Another important benefit gained by China through
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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. 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.
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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.

1.6 Pak-China Economic Comparison
China

Pakistan

Location

Eastern Asia, bordering the East China Sea, Southern Asia, bordering the Arabian Sea,
Korea Bay, Yellow Sea, and South China Sea, between India on the east and Iran and
between North Korea and Vietnam
Afghanistan on the west and China in the
north

Area
Land boundaries

Total: 9,596,961 sq. km
Total: 881,913 sq. km
Total: 22,457 km
Total: 7,257 km
border countries: Bhutan 477 km, Burma 2,129 border countries: Afghanistan 2,670 km,
km, India 2,659 km, Kazakhstan 1,765 km
China 438 km, India 3,190 km, Iran 959 km
1,443 million (2021 est.)
225.20 million (2021 est.)

Population
GDP (nominal)
GDP - real growth
rate
GDP - per capita
(PPP)
GDP - composition by sector
Inflation
HDI
Unemployment
rate
Industries

$ 16.64 trillion (2021 est.)
6.7% (2018)
6.0% (2019)
2.3% (2020)
$ 18,931
(2021 est.)
Agriculture: 7.9%
Industry: 40.5%
Services: 51.6%
2.9% (2020 est.)
0.761 (2019) - high
3.8% (2020 est.)

299 US$ billion (2021 est.)
1.9% (2018/19 est.)
-0.4% (2019/20 est.)
3.94% (2020/21 est.)
$ 5,839
(2021 est.)
Agriculture: 19.19%
Industry: 19.12%
Services: 61.68%
10% (2021 est.)
0.557 (2019) - medium
4.5% (2020 est.)

Mining and ore processing, iron, steel,
aluminum, and other metals, coal; machine
building; armaments; textiles and apparel;
petroleum; cement; chemicals; fertilizers;
consumer products (including footwear)

Textiles and apparel, food processing,
pharmaceuticals, surgical instruments,
construction materials, paper products,
fertilizer, shrimp
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Ease of Doing
Business
Agriculture - products
Exports
Imports
Current Account

31st

108th

Rice, wheat, potatoes, corn, peanuts, tea,
Cotton, wheat, rice, sugarcane, fruits,
millet, barley, apples, cotton, oilseed; pork; fish vegetables; milk, beef, mutton, eggs
$2.59 trillion (2020 est.)
$22.5 billion (FY-2020 est.)
$2.06 trillion (2020 est.)
$43.65 billion (FY-2020 est.)
$310 Billion surplus
$ 773 Million surplus
(July-Apr 2020/21)

Source MERICS Research cpec.gov.pk
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Chapter-2

INFRASTRUCTURE
2.1 CPEC- Infrastructural Projects - An Overview

China-Pakistan Economic Corridor (CPEC) is the flagship project under China’s “One Belt One Road Initiative” (OBOR
or BRI), which is a revival and reconstruction of a new economic ‘Silk Road’. The BRI network is laid out over land and
sea both, and consists of five major corridors, essentially linking China to Europe, Middle East, Africa and beyond.
Amongst these, CPEC is momentous; a 3,218-kilometer infrastructural backbone consisting of roads, railways and
pipelines which will link Kashgar in northwestern China to Gwadar Port in southwest Pakistan. This will end China’s
dependency on passing through the U.S dominated Strait of Malacca and simultaneously pave a direct route from
China’s industries to the expanding markets of Middle East and Africa; a journey of 16,000 km reduced to just 5,000 km.
The investments via CPEC were originally estimated at $46 billion U.S dollars, of which 34 billion were in the form of
direct foreign investment (FDI) by Chinese companies and 12 billion based on government-to-government loans
(Government Concessional Loans (GCL)). As the projects have initiated, the estimated cost now exceeds $62 billion,
a monumental sum.

Overview of CPEC Routes
CPEC is also known as the North-South Corridor and is essentially an amalgamation of three distinct routes down
the length of Pakistan: Western Alignment, Central Alignment and Eastern Alignment. All three of these alignments
diverge from one main road called the Northern Route, originally the Karakoram Highway (KKH), a 784-km road
extending from Khunjerab, at the Pak-China border, to Havelian at the base of Pakistan’s northern province of
Khyber Paktunkhwa (KPK).
The Western route laid out in Baluchistan goes through the cities of Burhan, D.I Khan, Zhob, Quetta, Surab, Hoshab
and ends up at Gwadar. The central alignment overlaps with the Western alignment from Burhan to D.I Khan and
then goes through Jampur, Wangu Hills, Khuzdar and then Basima, from where it again merges with the Western
Alignment towards Gwadar. The Eastern Alignment is primarily the Peshawar-Karachi Motorway and weaves
through the populous areas of the Sindh and Punjab provinces, touching upon the major city centers of Islamabad,
Faisalabad, Lahore, Multan, Sukkur, Hyderabad and Karachi, from where it will be connected to Gwadar.
The National Highway Authority (NHA) works along other partners to carryout CPEC projects related to road
infrastructure. ‘CPEC Authority’ was also created by the government of Pakistan to coordinate between the center
and provinces, with the purpose of serving as a one-time stop for incoming Chinese official and investors. It focuses
largely on execution but also works closely with Planning Commission of Pakistan and Ministry of Planning for
improvement of projects.

Infrastructure Development Projects
Road:

Project
Length
Status
Cost
KKH Phase II
118 km
Completed $1,315 million
(Thakot -Havelian
(Government
Section)
Concessional Loan)
Peshawar-Karachi 392 km
Completed $2,889 million
Motorway (Multan(Government
Sukkur Section)
Concessional Loan)
Khuzdar-Basima
110 km
Road N-30

Details
Project active from September 2016 till July 2020.
Travel time reduced from 4 hours to 1.5 hours.
ProjectcommencedAugust2016andconcluded
November 2019. Six-laned access controlled
Intelligent Transportation System (ITS)
Project has been approved and physical
work is underway. The project is taken up
by PSDP.
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Upgradation of
D.I.Khan (Yarik) Zhob, N-50 Phase-I
KKH Thakot-Raikot
N35 remaining
portion

210 km

25%

PC-I Approved by ECNEC in April, 2017.
Land acquisition in progress. Executed
primarily by NHA

136 km

Rail Sector:
Expansion and
reconstruction of
existing Line ML-1

1,830 km

$6.8 billion U.S
dollars

Havelian Dry port
(450 M. TwentyFoot Equivalent
Units)

-

$65 million

The project has been declared ‘highly strategic’. Doubling
of existing track, increase of speed, and introduction of
computer-based system. Framework agreement signed May
2017 and all approvals completed by August 2020.
Framework agreement signed May 2017. Feasibility has
been completed. The project has been put on fast track.
Implemented by Pakistan Railways. Havelian would be a key
transshipment hub.

CPEC Routes Map
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Updates of Infrastructural Projects
KKH Phase II, which consists of the Havelian to Thakot section, has been completed. Similarly, the Karachi to
Lahore Motorway is completed, with the Sukkur to Multan strip being the latest extension and one of the biggest
infrastructural feat yet. Within Lahore, the Orange Line initiative is functionally operative. Along with this, the optical
fiber cable (OFC) from Khunjrab to Rawalpindi, which consists of 820 km of cable layering and nine civil work sites,
is being laid out and well underway. Furthermore, ML-1 is an existing railway line which is being upgraded, along
with the creating of a new dry port. The ML-1 project will greatly enhance the quality of rail service and is expected
to bring high-scale benefit for transport of cargo and passengers.

Reconstruction of existing line ML-1
The Main Line 1 (ML-1) track is strategically central for both Pakistan and China. In Pakistan, the 1950’s were the
peak of railway performance, when it carried around 70% of all freight in the country. In recent years, around 2014,
this figure plunged down as low as 4%. A primary reason is that majority of the meager budget allocated to travel
infrastructure was invested in roads at the cost of railways. Additionally, the railway system in and of itself is in a
dismal situation, with old trains, poor maintenance, delays and very low speed. The Ministry of Railways decided
to pay more attention to this vital infrastructural vein of transportation and set the aim to revive this number up to
20% as elaborated in the ‘Pakistan Railway Vision 2026’.

Three main Railways Tracks
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The ML-1 is basically the Karachi-Lahore-Peshawar railway line which travels the length of the country north to
south. It is currently comprising of 184 railway stations. CPEC intends to upgrade and reconstruct this existing line,
carrying the bulk of the infrastructural investments at the colossal sum of $6.8 billion U.S dollars. The project is
planned in three phases, with the total expected timeline adding up to eight years, from January 2021 to December
2029 tentatively. The project was signed in May 2017 and the feasibility was approved in June & August of 2020. A
detailed timeline of the project is provided below:
Project Timeline
Completion Period: 85 Years

Project Location

Phase1 (Jan2021-Dec2024)
Kaluwal - Pindora (52 km)
Multan - Lahore (339 km)
Lahore - Lalamusa (132 km)
Nawabshah - Rohri (183 km)
Peshawar - Nowshera (42 km)
Walton Academy

Phase 2 (Jan 2022 -Dec 2026)
Kiamari - Hyderabad (182 km)
Hyderabad - Multan (566 km)

Karachi to Peshawar via Hyderabad, Nawabshah,
Rohri, Rahimyarkhan, Bahawalpur, Khanewal,
Sahiwal, Lahore, Gujranwala, Rawalpindi,
Peshawar

Phase 3 (Jan 2023-Dec 2029)
Peshawar - Rawalpindi (174 km)
Lalamusa - Rawalpindi (105 km)
Establishment of Dry port near Havelian
The project entails complete renovation and doubling of the existing track the length of 1,733-km. The existing
speed is very slow, at about 65-105km/h, and will be improved to reach 120-160km/h which will greatly reduce travel
time (160 km for passenger trains and 120 km for freight). Additionally, modern signaling and telecom systems will
be introduced; an area that Pakistan currently lags far behind in. The railway track as of now has level passes, which
causes inefficiency for the trains as well as the traffic at railways crossings, along with an extensive list of safety
concerns. These level passes are to be converted into flyover bridges or underpasses; there are 665 level crossings, of
which 482 are planned as underpasses, 53 to be converted into flyovers and 130 as biker bridges . To add on, keeping
the security in mind, the entire railway track will be fenced in to minimize preventable accidents. Lastly, there are
major bridges which are part of the rail line, yet have not been maintained and are at risk of collapse in certain
sections, hence as a part of the ML-1 project these will also be restored. As a result, travel time will be shortened and
the journey more efficient for both passengers and businesses, transforming the entire railway transport system
into a safer and more accessible transport option.

2.2 Infrastructural Development - Need for Country’s Sustainable
Economic Growth

There is substantial economic research statistically arguing that infrastructure development is not simply linked
to GDP and economic growth, rather it is one of the key driving phenomena. Governments often come up with
shortcut schemes to achieve their immediate goals for economic targets, however, a farsighted and more viable
approach is investing in infrastructural development, which can include projects within the categories of logistics,
communication, administrative, markets and innovations. Unfortunately, in developing countries like Pakistan,
who are strapped for cash and forced to prioritize other facets besides development, large-scale overhauls in the
transportation network are frequently side lined or put on the back burner.
Industrialization plays an undeniable and indispensable role in revival of the economy. There is significant research
on the relationship between economy and industrialization and it is important to highlight that industrialization
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requires adequate infrastructure. Yousaf Sherazi, an iconic role model in Pakistan’s business industry, quotes
“industrialization was capable of removing one of the most serious obstacles to our economic development, the
unequal commercial exchanges with the developed industrial countries and our position in the international
division of labors” . Hence, there are no shortcuts to achieve economic goals if a country does not pay attention to
the demands of its’ industries and likewise make infrastructural development a priority.

Role of Infrastructure in Trade and Industrialization
It is crucial to emphasize that investment in basic structures like roads and railways is necessary for the survival of any
and every country, especially Pakistan who is trying to overcome is economic crises while simultaneously catering
to its exponentially rising population. Infrastructure enhancement has a multiplier effect, which trickles down to
other sectors, with efficient physical infrastructure being the very pillar upon which trade and industry stand. A
reliable transport network significantly enhances the chain of production as a whole and builds trust amongst all
stakeholders. More assertively, this is a sustainable way to achieve economic heights, with steady and growing
returns in the long run. A report by World Bank also supports that investing in infrastructure is a permanent way to
increase income per capita for the region impacted .

China as a Case Study
China emerged on the international stage under the banner of staggering economic growth. Every global economy
became interested in China’s model for success so that it could be learned from and applied to their own respective
contexts. Scholars and analysts undertook in-depth research to uncover the basis of this phenomenal growth, while
simultaneously dealing with the concerns that come with being the most populated country in the world. The
answer lies in the ‘investment-led model’ that China implemented. A study investigated China’s strategy between
the years of 1975 to 2007 and concluded that the economic giant focused on human capital development and
physical infrastructure investments, both sharing a symbiotic relationship. In the case of China, the right balance
was achieved in order to reach unprecedented sustainable growth.
One can examine China’s policy towards infrastructure development during the decade following the 2008 global
recession. While most international economies were at the brink of collapse, China instead used this time to make a
turnaround. China followed what is called the ‘productivity-led growth model’ which entails large upfront costs but
steady long-term returns. The government of China went into debt to invest in large scale projects related to rail,
road and public transport. Within this decade, China rose from being 66th to 36th in terms of overall infrastructure
related to Global Competitiveness statistics reported in World Economic Forum. Cities with the metro facilities have
increased from 10 to 34 between 2008 to 2018. In the words of Qu Hongbin “High-quality basic infrastructure helps
support a healthy labor force; advanced transportation systems increase efficiency through time and cost savings
and network effects; cutting-edge computing technology can greatly increase innovation capacity”. All in all, these
benefits aggrandize as use becomes frequent, eventually evening out the high initial fixed cost.
Even China’s strategy now to recover from the damage done by COVID-19 relies largely upon infrastructural projects.
Moody’s Public Project and Infrastructure Finance Group conducted some research regarding China’s future
spending in the development sector and concluded that government investment in transportation will be paving
the way forward. China is expanding high speed rail to the Central and Western regions of the country, along with
constructions of more roads and metros. The graph below highlights China’s efforts in expanding its transportation
infrastructure in recent years.
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Benefits of Infrastructural Development
Infrastructure is not only necessary for economic growth, but also ‘inclusive growth’, which implies that benefits
of economic prosperity are felt by society at large rather than just a segment. While chasing national economic
statistics, it is easy to overlook discrepancies in income distribution and inequality. Good infrastructure often aids
this by providing opportunities across different socio-economic strata and aid in poverty alleviation. This goes hand
in hand with decreasing unemployment as the barriers to enter the job market or establish a small enterprise are
reduced.
The case of Pakistan can be compared to India in this regard to better grasp the pros of infrastructural development.
Between 2004 to 2014, India spent large sums in infrastructural development and became the world’s second fastest
growing economy . In 2014, some of the projects were put on hold or postponed, which reflected in dip in economic
growth. Furthermore, not only do infrastructural investments boost the country internally, but it also increases
regionally connectivity and international trade. This in turn leads to healthy competition in markets and introduces
more variety and better quality of products for consumers.

2.3 Infrastructural Development Challenges for Pakistan - An Overview
Before the initiation of CPEC, Pakistan was suffering from deteriorating infrastructure and the lack of budget to
fund large scale development projects on its own. In recent decades, security concerns and the volatile situation in
the country due to the ‘War on Terror’ drove down local and foreign investments in the country. To add on, political
instability drains the government of ideas before they can take root; politicization of projects and institutions also
proves to be detrimental. Furthermore, many of the public sector enterprises, such as Pakistan International Airlines,
suffers from quality control and technical faults. Additionally, the existing the railway system inherited from the
British and it is ageing rapidly due to neglect; the extensive list of train accidents confirm this. More seriously,
Pakistan has a lack of maintenance, mainly due to nonexistence of accountability, dearth of sufficient funds and
deficiency of technically trained personnel. Below is Pakistan’s ranking in infrastructure according to the World Bank
report for year 2015.
Table 1: Pakistan’s global ranking in infrastructure
Indicator
Quality of overall infrastructure
Quality of roads
Quality of railroad infrastructure
Quality of port infrastructure
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Quality of air-transport infrastructure
Available airline seat kilometers
Quality of electricity supply
Fixed telephone lines
Mobile telephone subscription

81
48
128
115
107
Source: The World Bank (hereafter the same unless specified)

A World Bank Policy Paper Series on Pakistan titled “Public Infrastructure Trends and Gaps in Pakistan” analyzes
major concerns in detail. Issue with roads consist of “road network deficits; financing and management issues; and
sector governance and institutional constraints” . The capacity is relatively low of roads constructed by National
Highway Authority (NHA), and on top of that, non-motorized traffic creates further inefficiency. In 2003, a Road
Maintenance Account (RMA) was established to ensure funds for maintenance, but this area still lacks greatly.
In a research article, Dr. Kondratyew is quoted emphasizing “not only an expansion of the infrastructure but also its
qualitative change” , which hits home the point that infrastructure projects should not be a competition amongst
political parties, as they have become in Pakistan. Rather projects should be initiated and executed based on their
feasibility and cost-benefit analysis.
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The graph demonstrates that apart from ports, Pakistan has been underperforming when compared to other
countries regarding roads and railways. Amongst the nine countries, Pakistan is lowest in total road length. The
comparison of paved roads seems competitive, however that is only because of the low density of roads to begin
with, with Pakistan only slightly above Bangladesh and Brazil.

2.4 Comparison between Pakistan and India Railways
The comparison between Pakistan and India in terms of their railway sector seems only natural since both countries
inherited the extensive railway track from the British Empire. When the subcontinent was partitioned, there was
around 60,000-km railway track in India and 7,000-km in Pakistan. This figure shows that Pakistan at a disadvantage
to begin with because the geographical area consisting of present-day Pakistan was not developed as much as
present day India. As a result, Pakistan lags far behind in terms of its railway system. Since Partion, India has added
around 9% more, while Pakistan has added 11%, resulting in 65,436-km and 7,172-km respectively. However,
the important point to be noted is that India’s railway is a profit-making enterprise now while Pakistan Railway is
continuously in increasing debt. To understand the staggering difference, the financial statement from the year 20132014 can be seen below:

Drastic Urbanization
Pakistan’s population is undergoing exponential growth and its cities are victim of rapid, mismanaged urbanization.
According to the United Nations Development Program, Pakistan has the highest rate of urbanization in South Asia,
currently standing at 36.4%. People flock to the city’s centers in search of jobs and educational o pportunities, but
this expansion comes at the cost of encroachments, band-aid development and failure of public services. The UN
also highlights the ratio of urban to rural population, 40.5% and expected to rise to half of the population residing
in cities by 2025. While most developing countries link urbanization with economic growth, opposite seems to
be the case for Pakistan with “one of every eight urban dwellers lives below the poverty line”. In the words of the
World Bank, “Pakistan’s urbanization is also messy and hidden”. This is due to the phenomena of ‘ruralopilises’ which
are densely populated rural areas right outside of cities, which put a burden on the metropolitan infrastructure
while not contributing anything economically. The biggest infrastructural concerns accompanying urbanization are
affordable and sufficient housing, water and sanitation, and thirdly, transportation.
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The global trend estimates that cities contribute around 80% of a nations’ GDP. In Pakistan this figure stands at 55%.
Whereas cities internationally stand as a symbol of opportunity and innovation, in the case of Pakistan it has led to a
rise in crime, urban slums which are hard to manage, deterioration of environment, and an overall desolate standard
of living. Karachi is a classic example as it reaches the Economists Intelligence Unit’s list of ten least livable cities in
the world. Orangi Town in Karachi, which is home to 2.4 million people, is one of the top five largest slums in the
world. This downward trend occurs primarily due to the gap in public infrastructure facilities and lack of planning,
and unfortunately the damage has gone so far that the remedy needed is beyond the capacity of just local and
provincial governments; the increasing monsoon flooding in Karachi each year is an example.

CPEC- NLC & FWO
National Logistics Cell (NLC) is among Pakistan’s leading logistics service provider. It was founded in 1978 as a
response to a national emergency when the halted traffic at Karachi Port froze the entire supply and trade of the
country. The matter was of utmost urgency because staple food supplies went scarce and a shortage of basic inputs
for industrial processes. NLC proved undeniably useful during the crisis and was establish permanently to address
future issues. Since then, it has grown into a full-fledged organization, adding more services under its umbrella.
This includes the establishment of dry ports, border terminals, trucking and even international level projects in the
Middle East.
Being Pakistan’s top service provider, NLC has naturally been a frontrunner when it comes to execution of CPEC
projects. In March 2021 they completed one of the most important features of the economic corridor which is
the Western Route alignment. This 285 km long motorway from Halka to Dera Ismail Khan was assigned in five
different packages to five different firms, with NLC finishing Package One. This included 55 -km four lane highway,
two interchanges, six underpasses, four bridges and various toll plazas etc.
Like NLC, the Frontier Works Organization (FWO) is also important in Pakistan’s infrastructural past. The construction
of the Karakoram Highway (KKH) from 1959 to 1978 can be seen as the seed of CPEC, which means this corridor
has a far-reaching history and predates the BRI scheme. KKH is one of the highest roads in the world and serves as
a physical symbol of Pakistan and China’s long friendship and history; the 1300 km road goes through Karakoram,
Pamirs, Hindu Kush, Kunlun Mountains. FWO formed by the Army Corps of Engineers was given the task by Pakistan
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government to oversee the construction. A thousand people lost their lives during the twenty-year construction
period (200 Chinese and 800 Pakistani), showcasing how challenging the project was. The completion of KKH had a
huge impact on economic activity in the region and tourism got a major boost. Due to a major landslide in 2010, the
way to Hunza was closed, hence in 2015 a series of tunnels and Shishkat Great Bridge was completed to reopen the
route. All in all, FWO has served as major participant in the past and continues to be an integral part of executing
CPEC infrastructural feats.

Projected Impact of CPEC on Pakistan’s Economy

The flow chart above visually emphasizes the impact of CPEC on Pakistan’s GDP and how this is linked to other
factors such as unemployment. Successful implementation of CPEC will tackle Pakistan’s energy crisis and dearth
of physical infrastructure. It is connecting the entire region, thus improving business and trickle-down benefits of
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globalization. Energy and infrastructure projects are projected to respectively contribute 2% and 1.5% growth in
GDP, for a total of 3.5%. With the growth in GDP, and improvement in business and market competitiveness, more
investments are likely to enter Pakistan’s economy. Overall, the diagram highlights the relationships of multiple
factors. Even though COVID-19 has dipped the current GDP, there is no denying that CPEC has a positive contribution
in the foreseeable future.

Benefit for civilians

CPEC is far more than just a transportation link between Pakistan and China. Rather it is a multi -dimensional
endeavor, meant to be a “game changer” for the Pakistan and its citizens. From economic zones to educational
exchanges, CPEC aims to target each level of society. These changes will only be successful if the local population
own up to the developments, hence together Pakistan and China are also working to engage with public opinion
and address any concerns.
Correlations

Growth in GDP
Unemployment

CPEC
Pearson Correlation
.644**
.870**
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Inflation
Exports
Culture and Customs
Connectivity
Energy Crises
Income Distribution
Infrastructure
Poverty
Development Dams
Development Hospitals
Development of Industry
Roads
Railway

-.669**
.277**
-.980**
.646**
-.876**
.292**
.964**
.608**
.869**
.671**
.292**
.854**
.665**

** significant at 1%
The Pearson correlation figure worked between -1 to 1. A figure close to 0 indicates no correlation, while close to 1
shows strong positive correlation and -1 represents strong negative correlation. The table above is a study of public
perception regarding CPEC and it indicates that the public views the project to be very positive for infrastructural
projects like roads (.854), dams (.869) and railway (.665) . It also highlights that public opinion agrees that the energy
crisis can be overcome, and inflation can be tackled. The research can also help in pinpointing where public opinion
may be a product of lack of awareness, for example the youth think there might be less job opportunities after CPEC,
even though the project is generating countless jobs and entrepreneurial opportunities on ground. Additionally,
there is a fear that Pakistani culture may be sidelined, which is a false assumption because China and Pakistan
have been friends for decades and both countries have exhibited utmost respect and have celebrated each o ther’s
cultural differences. Hence these fears are mere apprehensions and correct diagnoses of the problem through such
studies can help in designing awareness strategies about the realities of CPEC. In fact, as some projects start to bear
fruit, public opinion has already started shifting and becoming increasingly more positive.

2.5 CPEC- Establishing Pakistan’s Global Linkages & Connectivity
The global spectators have their eyes on CPEC, as it is much more than a project involving just Pakistan and China;
rather the successful implementation of this multi-billion-dollar initiative will change the dynamics of regional
politics as well as the alter the international scene. Pakistan will have to adopt a more pragmatic approach towards
foreign policy in order to reap the full potential of CPEC. To understand the global implications, one can view the
changes from three theoretical perspectives: 1) regional cooperation and integration, 2) economic connectivity and
trans-national trade, and 3) the soft power as compared to military power. When talking to the Pakistani media,
President Xi Jinping said “The aim of China’s initiative of the Silk Road Economic Belt and the 21st century Maritime
Silk Road is to promote common development by enhancing connectivity amongst countries along these routes.
We hope that initiative will help us to work together with South Asian countries to fulfil our common dream of rapid
development.”

Relationship with Afghanistan
China is increasingly playing the role of mediator amongst South Asian politics. Recently it has taken an active
initiative for talks between Afghan government and the Taliban. With the U.S officially withdrawing its soldiers,
China is slowly raising investments and building relations. Afghanistan and Pakistan have a long history, both
as friends and foes, and CPEC can prove to be the game-changer for both countries. Political reconciliation in
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Afghanistan plus the economic infrastructure for growth is a fool proof combination to bring the region out of
turmoil. Afghanistan also sits atop a gold mine of natural wealth mineral resources, which needs infrastructural
intervention to be utilized. In the past there have been efforts such as Central Asia South Asia (CASA 1000) project
and Turkmenistan-Afghanistan-Pakistan-India (TAPI) Pipeline, however these were halted or slowed down primarily
due to the chaotic and unpredictable situation in the region. Now these projects can be taken seriously and be
prioritized by the respective governments without hesitation. With the intervention of CPEC, more stability and
trust can be brought to the table and China can also play the role of mediator as it has been doing in recent peace making processes. Currently neither Afghanistan or Pakistan independently has the skills or tools to make full use of
their natural resources and geographic opportunities; China could be indispensable in this area and this partnership
quite fruitful. Pakistan’s fate is inadvertently linked to Afghanistan, and the stabilization of the latter will prove to be
opportune for Pakistan.

Relationship with Central Asian Republics
CPEC will prove to be a win-win situation since it will give the landlocked Central Asian Republics (CARs) access to
the port and in return Pakistan will be directly connected to the energy rich region. Central Asia is the rising hot
spot for global interactions and the vast amount of recently discovered natural gas and resources is a key point
of interest. Pakistan specifically has historical, cultural and religious ties with Central Asia dating back centuries.
As the new nations emerged in 1991, Pakistan was amongst the first nations to formally recognize the five new
republics. In 1992 Pakistan signed six MOUs related to economy, trade and banking with Kazakhstan, Kyrgyzstan
and Tajikistan. Furthermore, with Uzbekistan MOUs were signed for transport, telecommunications and energy.
Turkmenistan was to be the origin of the TAPI Pipeline which would travel through Afghanistan and reach Pakistan.
This project, if implemented would have increased Islamabad’s authority immensely and leveled the playing field
with India. However, the lawlessness in Afghanistan expanding over decades has been the hurdle in any such project
materializing. Now however, with China leading the initiatives of BRI and CPEC, Pakistan has the golden opportunity
to establish close connections. It is important to note that the central Asian states are an original part of Shanghai
Cooperation Organization (SCO), of which Pakistan and India are members now as well. Diplomatic ties such as
these can help in normalizing relations in the region and strengthen economic ties.

Iran

Iran and Pakistan have always had a significant relationship, but the regional chessboard has taken a new turn as
China and Iran have drafted a $400 billion dollar pact. Since 2010 China has invested 18 billion in Iran. In January
2016, China and Iran signed a strategic partnership for the next 25 years. In August 2019 some details were leaked
signifying that from the $400 billion, 280 billion dollars were to be invested for oil, gas, petrochemical industries, and
120 billion for transport and manufacturing infrastructure. These developments are significant for Pakistan in light
of CPEC because previously Iran had a tilt towards India, which inevitably implies a title away from Pakistan. India
was heavily invested in Iran’s Chabahar Port, which they wanted to establish as a ‘sister port’ to Gwadar to counter
the Chinese hegemony in the region. However, due to unexplained reasons Tehran has shifted from New Delhi by
signing the agreement with Beijing. This breathes new life into Pak-Iran relations and creates space for a synergetic
approach.

Regional trade channeled via Gwadar

Gwadar Port is nothing short of an economic revolution. One third of the entire regions’ trade is expected to pass
through Gwadar. To grasp the this, one million tons of cargo is the current capacity, and it is expected to rise to 400
million tons of cargo.

The Middle East

Historically, Pakistan has always served as a bridge between China and the Muslim world. This is also supported by
Pakistan’s geography, as China can reach the Middle East through Pakistan. China has a non-interference policy in
the Middle Eastern politics but heavy involvement in developmental politics, which proves to work in everyone’s
favor. Saudi Arabia, a key ally of Pakistan, has also been termed as the “third partner’ in CPEC after its contribution
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of 10 million dollars. Pakistan could even play a mediating role between the highly tense Saudi-Iran relations in the
future.

Social Development and Cultural Exchange
CPEC will provide Pakistan to be interconnected with the region not only economically but also culturally. Recently
Pakistan’s international perception has suffered greatly at the hands of terrorism and Islamophobia. It has damaged
foreign investment in the nation and destroyed entire sectors such as tourism which were previously on the rise.
Through CPEC and other related projects, reliability and trust is being reestablished. Pakistan can enhance skills
of its human capital by encouraging cross-country exchange programs and internships. Additionally, Pakistan has
one of the most increasing youth populations and they can be offered scholarships and study opportunities in
neighboring countries and come back to Pakistan to work, hence countering the ‘brain drain’ phenomena. The soft
power that Pakistan gain through CPEC has high payoffs in the long; in-fact equal to the economic benefits if not
more.

2.6 Recommendations - Maximizing the benefits of CPEC Infrastructural Projects
Address Existing Rumors and Public Concerns

Since its inception, CPEC has been prey to doubts and conspiracies within the public narrative. Three overarching
issues loom over the successful implementation of the project. Firstly, there are those who propagate the idea that
CPEC is primarily meant to benefit Punjab. This could be due to the fact that the MOU’s were signed during the
government of PML-N, which has a strong voter base in the populated province of Punjab. Additionally, work in
Punjab started to be executed much faster, which raised eyebrows from other provinces. However, these sentiments
have no real basis because CPEC is an all-encompassing endeavor, and it is not possible to only benefit one province
when the overall economy of Pakistan is getting a boost.
Secondly, there is a lot of negative media attention highlighting that Pakistan will fall into China’s ‘Debt Trap’, as
apparently some countries have when they were unable to uphold the terms and conditions of certain agreements.
While no doubt there is a financial struggle involved for Pakistan in executing the project, one must keep in mind
that intensive cost-benefit analysis and feasibility studies have been undertaken before taking the project forward
from paper to reality. To add on, the ‘dept trap’ slogan is mostly the creation of western media houses who attempt
to downplay China’s growing global influence.
Thirdly, the already existing issue of Baluchistan has been linked to CPEC, so much so that it is causing an existential
threat to the entire project. Being a state with a high rate of insurgency movements, Baluchistan lacks development
and security. For example, between 2014 to 2016, 44 Pakistani CPEC workers were killed by Balochi insurgents.
While CPEC could prove to be the savior, bringing this neglected province up to par with the rest of the country and
the world, this effort is proving to be futile because the locals are made to believe that they will lose their resources
and majority within their own homeland. However, a closer look at the infrastructural projects will clearly point out
that Baluchistan is the one to benefit most in the long run and it is crucial to spread this awareness amongst the
local population. Addressing these concerns and shaping public opinion based on facts will prove to be a highly
beneficial tactic in ensuring the maximum utility of CPEC for Pakistan.

Ensure Environmental Protection

International Network of Government Science Advice (INGSA-Asia Chapter) organized a conference in November
2019 titled “Using Scientific Evidence for Maximizing Benefits of China Pakistan Economic Corridor (CPEC)”. The
speakers emphasized the importance of sustainable environmental solutions and the role CPEC could play . Air
quality and depletion of water source are big concerns and should be addressed. Additionally, management
practices should be improved to minimize hazards, waste, cost and time.

Utilize ‘China Experts’
Former Ambassador Yao Jing, who has interacted and worked closely with Pakistan for over 25 years, advised that
Pakistan should utilize its graduates returning from China with the various projects under CPEC. He emphasizes
that good communication and understanding will improve the implementation of CPEC drastically. There are many
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Pakistani students who have fulfilled their degrees from China and have gained priceless experiential knowledge
which can aid in making the projects run smoothly without any miscommunication over governance style or
work ethic. The Chinese government has specialized advisors for guidance regarding Pakistan, however, Jing was
disappointed that Pakistan has no such arrangement or effort. To build upon this, he also feels that often western
educated professionals view China from the western perspective and misunderstand their approach or try to
dominantly impose their own misplaced ideals. It would be far better to have a team who is exposed to Chinese
norms and customs to be the interactive link between both parties, while also being the technical expert within his
or her field. Currently there are around 30,000 Pakistani students studying in China, as of September 2020.
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Chapter -3

ENERGY
The energy sector is the life-blood of any economy, providing fuel to all economic sectors including industry,
agriculture, services, and individual households. It is particularly important for emerging economies around
the world, especially those experiencing a phose of rapid industrialization & subsequent economic growth. An
uniterrupted and stable supply of energy is key for the smooth operation of most kinds of economic activity and
the ongoing growth thereof, and this importance has been increasing continually as more and more developing
economies around the world witness technological progress.
In addition to acting like the oxygen of the economy, the energy sector per se also contributes significantly to
national economic output by being a major source of employment in many countries. Setting up new energy
projects and running them efficiently on an ongoing basis required a lot of manpower which leads to the creation
of employment opportunities for a large number of people. While the importance of the energy sector at the
national and global level has remained strong & in fact strengthened with time, the last few years have also seen an
increasing emphasis on shifting towards environment-friendly sources of energy in order to minimize the impact
on climate change. More and more governments around the world are shifting from non-renewable sources of
energy generation to renewable and more environment-friendly sources in an effot to minimize global warming
and other negative effects related to climate change.
As in the case of all economies, the energy sector also holds a key position in the economy of Pakistan and its growth
going forward. Being a developing economy, and having a growing population, the energy demand of Pakistan has
seen an increasing trend over the past years which led to mounting pressure on the country’s energy producing
sector to catch up with the growing demand. Due to a lack of economic resources, Pakistan’s government was not
able to invest heavily in the energy sector which led to a shortfall in the energy supply/demand dynamics in the
country ultimately leading to an crisis characterized by hours of loadshedding and reduced supply of electricity
to industries and households. Realizing the importance increasing the national electrcitiy generation capacity so
as to provide uninterrupted energy to meet the demand of the economy, the government of Pakistan decided
to undertake a number of major power producing projects, through the financial & technological cooperation of
China, which formed a key part of the China Pakistan Economic Corridor Project (CPEC). The energy-related woes
of Pakistan have been largely eased through these projects, many of these projects have been completed in recent
years, while other are currently in progress or planned for the near future.

3.1 Energy Projects included in CPEC – An Overview
As discussed previously, a number of projects in the energy sector were included in CPEC when the initial plan of
the mega-project was announced keeping in view the large imbalance in the supply/demand dynamics of energy
in Pakistan prior to the announcement of CPEC. Energy projects therefore form a cornerstone of the collaboration
envisaged under CPEC.
Based on latest data from the Ministry of Planning, a total of 23 Energy projects are included in CPEC, comprising
power plants based on a variety of sources including hydro, solar, and coal as well as other projects relating to power
transmission. These projects are divided into 3 categories based on their completion timelines namely, priority
projects, actively promoted projects, and potential projects.
The priority projects form the largest chunk of energy projects included in CPEC, having an estimated total
investment of US$ 17,823 million and an estimated total power generation capacity of 11,108 MW. A majority of
these priority projects have already been completed and have therefore contributed strongly in dealing with the
energy crisis in Pakistan. A list of the energy projects included in CPEC is given below, along with further details
given in the appendix towards the end of this booklet.
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Table 1: CPEC-Energy Priority Projects
S
#
1

Sahiwal 2x660MW Coal-fired Power Plant, Punjab

2
3
4

Project Name

MW
1320

Estimated Cost
(US$ M)
1912.2

Operational

2×660MW Coal-fired Power Plants at Port Qasim Karachi

1320

1912.2

Operational

HUBCO Coal Power Project, Hub Balochistan

1320

1912.2

Operational

Engro 2x330MW Thar Coal Power Project

660

995.4

Operational

630

Operational

Surface mine in block II of Thar Coal field, 3.8 million tons/year

Status

5

Quaid-e-Azam 1000MW Solar Park (Bahawalpur)

1000

1301

In progress

6

Hydro China Dawood Wind Farm(Gharo, Thatta)

49.5

112.65

Operational

7

UEP Wind Farm (Jhimpir, Thatta)

99

250

Operational

8

Sachal Wind Farm (Jhimpir, Thatta)

49.5

134

Operational

9

Three Gorges Second and Third Wind Power Project

100

150

Operational

10 SSRL Thar Coal Block-I 6.8 mtpa & Power Plant(2×660MW)
(Shanghai Electric)

1320

1912.12

In progress

11 HUBCO Thar Coal Power Project (Thar Energy)

330

497.70

In progress

12 ThalNova Thar Coal Power Project

330

497.70

In progress

13 Karot Hydropower Station

720

1698.26

In progress

14 Suki Kinari Hydropower Station, Naran,Khyber Pukhtunkhwa

870

1707

In progress

1658.34

In progress

300

542.32

In progress
In progress

15 Matiari to Lahore ±660kV HVDC Transmission Line
16 300MW Imported Coal Based Power Project at Gwadar
17 Thar Mine Mouth Oracle Power Plant ( 1320MW) & surface mine
TOTAL

1320

N/A

11,108
MW

$ 17,823 M

Estimated Cost
(US$ M)
2364.05
N/A
N/A
1,650

CPEC-Energy Actively Promoted Projects
#

Project Name

MW

18
19
20
21

Kohala Hydel Project, AJK
Cacho 50MW Wind Power Project
Western Energy (Pvt.) Ltd. 50MW Wind Power Project
Azad Pattan Hydel Project, AJK

1100
50
50
701

Status
In progress
In progress
In progress
In progress

CPEC-Potential Energy Projects
#

Project Name

22 Phandar Hydropower Station
23 Gilgit KIU Hydropower

MW
80
100

Estimated Cost
(US$ M)
N/A
N/A

Status
Planning phase
Planning phase

3.2 Current Status of Pakistan’s Energy Sector
The current energy mix is Pakistan is comprised mainly of thermal & hydel sources of energy generation along with
a minor share contributed by nuclear, wind & solar energy. Due to limited investment in local sources of energy over
the past decades, the country has had to rely on energy imports for a large part of its energy requirements. Recent
years have seen a surge in the use of Regasified Liquefied Natural Gas (RLNG) in Pakistan. In addition to becoming a
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major source of energy generation, RLNG is also used in other sectors including the transport, fertilizer & industrial
sectors. Based on data from the Pakistan Economic Survey 2020-21, the current energy mix of Pakistan based on
total installed capacity is as follows:

Table 2: Pakistan’s Energy Mix by Capacity
Source
Installed Capacity (MW)
Percentage %
Hydel
9,874
26%
RLNG
7,325
20%
RFO
6,274
17%
Coal
4,770
13%
Gas
4,529
12%
Nuclear
2,490
7%
Wind
1,235
3%
Solar
400
1%
Bagasse
364
1%
Total
37,261
100%
As shown in the above table, total installed capacity reached a level of 37,261 MW in April 2021, with more around
26% of this accounted for by Hydel & around 62% being accounted for by a mix of thermal sources, with RLNG being
at the top.
Table 3: Electricity generation share (GWh)
Source
2020 (July-Apr)
2021 (July-Apr)
2020 (July-Apr)
2021 (July-Apr)
Thermal
56,320
61,052
58.43
59.42
Hydel
29,799
31,357
30.92
30.52
Nuclear
7,941
8,038
8.24
7.82
Renewable
2,322
2,294
2.41
2.23
Total
96,382
102,742
100.0
100.0

3.3 Overview of key Energy sub-sectors in Pakistan
1. Thermal
Gas & RLNG
Natural gas is one of the most important sources of energy in Pakistan, providing a key source for electricity
generation and industrial usage. Pakistan has relied on a mix of indigenous and imported sources for meeting its
requirements for Natural gas. With the continously increasing energy requirements of the country, the demand
for natural gas has seen an increasing trend as well, leading to the government relying increasingly on imported
sources to meetnational demand. Pakistan has a wide-ranging network for the transmission & distribution of natural
gas to different regions of the country. This network comprises of the following:
Transmission network of over 13,000 kilometres
Distribution network of over 149,000 kilometres
Services network of over 39,000 kilometres
During the period from July to February 2021, the average consumption in the country stood at around 3,700 million
cubic feet per day (MMCFD). As discussed previously, Pakistan has increased its reliance on imported RLNG over the
past few years owing to the rapidly increasing energy demands of the country. Out of the 3,700 MMCFD average gas
consumption, around 950 MMCFD was accounted for by RLNG. There are currently 2 active floating re -gasification
storage units (FRSUs) in the country having a capacity of 1200 MMCFD for RLNG storage.
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The government is focused on further expanding and improving the gas transmission network in the country. As
per details from the Ministry of Finance, the twp major gas utility companies in the country namely, SNGPL & SSGC
are planned to invest over PKR 112 Billion on gas transmission & distribution projects during FY 2021-22 as per the
following breakdown:
-

Around PKR 92 billion on distribution projects
Around PKR 17.5 billion on transmission projects
Around PKR 3 billion on other projects
Figure: Proposed Gas Pipelines in South Asia

Source: Australian Institute of International Affairs

Oil
As in the case of natural gas, Pakistan relies on a miz of indigenous & imported sources for meeting the national
demand for oil & related products. However, in the case of oil, imports form a major portion of the total oil
consumption in the country, placing a huge pressure on the current account balance.
Based on the Pakistan Economic Survey 2020-21, details of the crude oil consumption of the country are as follows:

Crude Oil (Jul-Mar 2021)
Local Extraction
30%

Imports
70%
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Table 4: Crude Oil Consumption of Pakistan
Crude Oil
Jul-Mar 2021
Total Consumption
68.9 million barrels
Imports
48.2 million barrels
Local extraction
20.7 million barrels

Jul-Mar 2020
58.6 million barrels
38.8 million barrels
19.8 million barrels

As it can be seen from the table above, the total consumption of crude oil increased by around 17.5% in the 9
month period from Jul-Mar 2021 as compared to the same period last year. Out of this around 70% was accounted
for by imports while the remaining was sourced from local extractions.

2. Renewable
Hydel
Hydel energy forms a major component of Pakistan’s energy mix accounting for around 26% of the total installed
generation capacity of the country. The northern areas of Pakistan are rich in natural water resources providing
abounding opportunities for the development of hydel power generation projects. A major chunk of the total
hydel power generation is contributed by 3 major hydel projects namely, Tarbela, Mangla & Ghazi Barotha with rest
coming from various small & medium sized dams. A number of new hydel power generation projects are currently
under development in different areas or in the planning stages which will further increase the energy generated
from this source.
Table 5: Major In-service hydel power projects
Project
Location
Tarbela Dam
Tarbela, KPK
Ghazi Barotha
Attock, Punjab
Mangla Dam
Mirpur, Azad Kashmir
Neelum–Jhelum
Muzaffarabad, Azad Kashmir
Warsak Dam
Peshawar, KPK

Capacity (MW)
4,888
1,450
1,150
969
243

Table 6: Major under construction / planned hydel power projects
Project
Location
Diamer-Bhasha Dam
Chilas, Gilgit-Baltistan
Dasu Dam (Stage I)
Dasu, KPK
Tarbela Dam Extension-V
Tarbela, KPK
Suki Kinari Hydropower Project
Mansehra, KPK
Mohmand Dam
Mohmand Agency, KPK
Karot Hydropower Project
Rawalpindi, Punjab

Capacity (MW)
4,500
4,320
1,410
884
800
720

As shown in the table above, the completion of major under construction hydel projects will add over 12,500 MW to
the total hydel power generation capacity of Pakistan. This will help in utilizing the immense hydropower potential
of the country and reducing reliance on thermal sources are energy which cost billions of dollars in imports every
year & have the added disadvantage of being unfriendly for the environment. Hydel power pr ojects, although
having the disadvantage of supplying varying amounts of power based on fluctuating water flows, have the
advantage of being based on a renewable energy source & thereby pose minimum risks to the environment. In
addition, most hydel projects provided additional benefits in terms of providing sources of irrigation water which
is vital for the agriculture sector.
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Figure: Pakistan’s Major Gas Networks

Source: Oil & Gas Journal, SNGPL, SSGC
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In addition to the construction of new major hydel projects, he government has also started to pay renewed
attention towards the twol older large dams namely, Tarbela & Mangla Dams. The Tarbela dam, which is the world’s
largest earth-filled dam, will see it s production capacity increased to over 6000 MW upon the completion of the fifth
extension project, further strengthening its importance for meeting national energy requirements.

Wind & Solar
Recent years have seen an increasing emphasis by the government & general public towards renewable sources of
energy such as wind & solar. The severe shortfalls & consequent difficulties faced during the energy crisis further
led to an increasing interest in alternative renewable energy (ARE) projects, which can help i n utilize the extensive
potential of Pakistan in solar & wind energy & provide an additional way to meet the growing energy demand, while
substituting the use of expensive fossile fuels & being environment-friendly at the same time.
Pakistan has immense potential for solar & wind energy, however, the development of power projects in these
areas has been limited due to concerns regarding the variable nature of the power produced through these
sources & potential high installation and generation costs. As per a recent report by the World Bank, which analyzes
photovoltaic power potential by country, the current total electricity demand of Pakistan can be fulfilled by using
only around 0.07% of the country;s geographical land for installing solar power generation plants.
The government has increased its focus on ARE projects & has set up the Alternative Energy Development Board
(AEDB) which works on the promotion of renewable energy projects in the country through public-private
partnerships. A number of wind & solar power projects are expected to be launched during the current year, having
a total capacity of around 860 MW. As it can be seen from the list of energy projects included in CPEC, a number
of wind & solar projects are included in CPEC, some of which have become operational already while others are
expected to be completed soon.
During October 2019, the government of Pakistan also introduced the Alternative Renewable Energy Policy 2019
under the ambit of AEDB, with an objective to creat a conducive environment for the sustainable development of
the ARE sector in Pakistan. Some the key features of this policy are given as follows:
•

It is an all-encompassing policy which covers all ARE sources & deals with important areas including competitive
procurement, distributed generation systems, off-grid solutions, B2B methodologies and rural energy services.
The policy sets a target of sourcing 20% of the national on-grid power generation capacity from ARE technologies
by the year 2025 and increasing this further to 30% by the year 2030.
The policy aims to create a facilitating environment for the seeting of ARE projects around the country particularly
large-scale projects. It provides approval to 41 ARE projects having a total generation capacity of around 1,730
MW.
The policy also takes the provinces on board in order to ensure their participation in the movement towards
increasing ARE in Pakistan by including them in the Steering Committee that will be oversseing the overall
planning. Provincial energy departments will conduct competitive bidding processes as per the annual ARE
plan as approved by AEDB on the suggestions put forth by the Steering Committee.
The policy also places emphasis on simplification and rationalization of the licensing framework in order to
minimize processing costs & timelines.

•
•

•

•
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Figure: Pakistan’s Horizontal Solar Irradiation Map

Source: World Bank Group
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Figure: Pakistan’s Wind Resource Map

Source: World Bank Group

3. Nuclear
Nuclear power plants also play a considerable role in meeting the national energy demand by contributing around
8% to the total power generation capacity. In Pakistan, power generation through nuclear energy is overseen by
the Pakistan Atomic Energy Commission (PAEC) which manages all nuclear plants in the country including their
construction & development of new plants, ongoing operation & maintenance of currently operating plants as well
as management of radioactive waste and decommissioning of any plants if required.
There are a total of 6 nuclear power plants in the country, 2 of which are located in Karachi under the ambit of Karachi
Nuclear Power Plant (KANUPP), one of which is the oldest & has omplete 49 operational years safely, well in excess
of its design life of 30 years. The remaining 4 nuclear plants are located in Chashma under the ambit of Chashman
Nuclear Power Plant (CHASNUPP). The 6 nuclear power plants have a combined power generation capacity of 2,530
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MW. 1 new unit with an expected generation capacity of 1,100 MW is currently under construction near KANUPP,
which is expected to be completed by 2022, while another new unit is under construction by PAEC at CHASNUPP.

3.4 Pakistan’s evolving energy demand & CPEC
Pakistan is home to the 6th largest population in the world over 200 million people which is growing rapidly. This
rapidly growing population along with the accompanying growth in economic activity required to fulfill the needs
of this growing population is expected to further push the energy demand of the country to higher levels in the
coming decades. This expected increase in demand will require the government to undertake new initiatives that
have the capacity of successfully meeting the needs of a growing economy & population, while being efficient in
terms of their financial cost & impact on the environment.
As per population statistics from the United Nations (UN), around 35% of Pakistan’s population is below 15 years
of age while 61% of the population falls in the 15-64 years age bracket, making the country’s labor force one of the
largest in the world. Furthermore, 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). 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 boosting GDP growth, if the country is able to
utilize its predominantly young population and create enough jobs to engage the youth in valuable economic
activity. However, one of the key factors in realizing the potential of this growing labor force will be to efficiently
meet the growing energy demands of the country especially the industrial sector, which will require a stable supply
of electricity at competitive rates within the region in order to maintain & grow their operations successfully.
According to different estimates, the electricity consumption demand of Pakistan is expected to increase by 60-70%
over the next decade, which will put an increasing pressure on the power generating infrastructure of the country if
proper advance planning is not undertaken & new power plants are not added to the electricity supply network on
a timely basis. Furthermore, the government will have to achieve this in a way that is cost-effective for the economy
while also having a minimum negative impact on the environment. This will require a shift from thermal sources
of energy which are driven primarily by imports to other options that can be sourced locally and are environment firendly in nature.

Source: UN World Population Prospects
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As discussed in the introduction to this chapter, CPEC has played an important role over the past few years in
mitigating the energy crisis being faced by Pakistan. The provision of financing by China for the development of
multiple new power projects based on a variety of generation sources have helped in adding over 11,000 MW of
energy to the national grid. This additional capacity has played a vital role in tackling the sever energy crisis being
witnessed by Pakistan & has helped in protecting the domestic industrial sector particularly the exports units. A
number of additional projects are also currently under construction or planning, within the ambit of CPEC which
will further help in increasing & diversifying the power generation capacity of the country. A number of Coal power
plants based on locally produced coal from the Thar region are also a part of CPEC, which will help in utilizing the
reserves of coal present in the Thar desert region, therby reducing the country’s reliance on imported fuel sources.
In addition to power generation projects, the CPEC energy portfolio also includes a key project relating to electricity
transmission, namely the Matiari to Lahore HVDC Transmission Line Project which will significantly improve intra regional power transmission dynamics & help in reducing line losses.

3.5 Way forward for Pakistan’s Energy Sector – Recommendations
As discussed extensively in the previous sections, Pakistan’s energy requirements are expected to increase
significantly over the coming decades with a growing population & increasing economic activity. In order to achieve
high rates of economic growth and provide a better standard of living for the growing population, the government
will need to carefully plan and execute the path forward for the energy sector. Policies focusing on the key factors
of cost rationalization, dependence on local energy sources, technological innovation & emphasis on renewable
& environment-friendly power generation will have to be the key milestones of the national energy policy in the
decades to come.

Exploiting the domestic energy potential
Imports of fuel sources including oil and RLNG place a profound financial burden on the national finances & drive
the import bill upwards, thereby putting pressure on the current account balance and exchange rates. In order to
mitigate the negative efffects of imported fuel while successfully meeting growing domestic demand will require
the implementation of new ways and projects to utilize the domestic energy potential of the country including
hydro, wind, solar & coal. A particular emphasis needs to be placed on shifting away from the oil-fired power plants
which put a high burden on the national economy by driving oil imports upwards, and are also detrimental to the
environment.
According to an estimate, Pakistan has a total hydropower potential of more than 50,000 MW most of which is
available in the northern areas of the country. The government should make active efforts to make use of this
immense potential, which includes expediting work on major dams currently under construction or planning such
as the Diamer-Bhasha and Dasu Dams. These projects will not only help in increasing power generation through a
domestic renewable source but will also help in terms of water resources management for irrigation purposes and
controlling seasonal floods which cause millions of dollars in economic losses to the country.
In addition to hydropwer, the potential of wind & solar power also needs to exploited. The government has increased
its focus on these areas in recent years and the new policy issued in 2019 will be highly beneficial in promoting
power generation through wind, solar & other renewable sources. According to a study conducted by the World
Bank in 2018, increasing the national power generation from Wind & Solar to at least 30% of the total national
capacity will help in creating an optimum scenario which will maximize the benefits of these power sources while
minimizing their costs. This will require the setting up of an estimated 24, 000 MW of power generation capacity
through wind and solar by the year 2030, which will be a huge jump from the current potential. However, it must
be noted that the potential to achieve this level of generation is already present. According to estimates, the GharoJimpir wind corridor in the Sindh province alone has an exploitable power potential of around 11,000 MW.
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Expanding & exploring other sources of energy – Hydrogen & Nuclear
Pakistan is one of the few countries in the world to have succesfully installed and operated nuclear power plants
over a long time. The oldest unit of KANUPP in Karachi has already completed 45 years of safe operations, in excess
of its design life & has provided a valuable contribution towards the elect ricity requirements of Pakistan’s largest
city. Similarly, the CHASNUPP power plants in Chashma have also seen many years of successful operations, making
a valuable contribution to the national grid. They are one of the best performing power generation facilities of the
country in terms of their availability and continous operations. Expanding the use of nuclear energy in the country
can be very helpful in meeting the projected rising national energy demand if best practices are implemented as
they have been implemented in the cases of KANUPP & CHASNUPP and proper planning is carried out beforehand,
keeping in view both the advantaged & disadvantages of nuclear energy.
The collaboration of China in this domain has acted as a key factor in the past and will continue to be helpful in the
future, & potential new nuclear projects through Chinese collaboration can be further explored within the umbrella
of CPEC’s long-term plan.
Table 7: Pakistan’s current nuclear power plants
Reactor Name
Alternative Name
CHASNUPP-1
CHASNUPP-2
Chashma Nuclear
Power Plant Unit 3
Chashma Nuclear
Power Plant Unit 4
K-2
Karachi Nuclear Power
Plant

Chashma Nuclear Power Plant 1
Chashma Nuclear Power Plant 2
Chashma Nuclear Power Plant 3

Net Capacity
(MW)
300
300
315

Construction
Start
1993-08
2005-12
2011-05

First
Connection
2000
2011
2016

Chashma Nuclear Power Plant 4

313

2011-12

2017

1,014
90

2015-08
1966-08

2021
1971

Karachi 2
Karachi 1

Table 8: Pakistan’s planned nuclear power plants
Reactor
Karachi 3
Chashma 5

Province
Sindh
Punjab

Net Capacity (MW)
1,100
1,161

Construction start
2016
Planned

Planned commercial operation
2022
Planned

In addition to nuclear power, the potential of hydrogen as source for power generation should also be explored.
Research in the potential for hydrogen as a safe, cost-effective & environment-friendly source of energy has gained
momentum globally in recent years. Countries around the world are exploring the potential of hydrogen for power
generation as well as a number of other uses within the industrial and other sectors. Some of the kay potential uses
for hydrogen are as follows:
•
•
•
•

There are a number of potential applications for hydrogen in the transport sector including cars running on
hydrogen fuel cells as well as opportunities in aviation and shipping sectors.
Hydrogen is used in various applications by the industrial sector including oil refining & production of ammonia
and methanol among others.
Hydrogen can also be potentially used for household purposes together with natural gas in current networks or
directly in hydrogen cells in the future.
In the domain of power generation, hydrogen can be used for running gas turbines and for storing renewable
energy.
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The government in Pakistan should support research and international collaboration in hydrogen related projects
& the potential uses of hydrogen at a large scale. This can help in finding solutions to a number of challenges
including national demand for electricity and natural gas.

Resolving current issues in the energy sector
The domestic energy sector in Pakistan is facing a number of issues currently which have remained in placed for
many years including circular debt, power transmission challenges, high line losse etc. The government shoul d
introduce effective policy interventions to deal with these issues and resolve them on a long-term sustainable basis.
The power sector circular debt reached a historically high level of PKR 2,402 Billion at the end of May 2021 based
on data from the Power Division of the Ministry of Energy % was projected to stand at PKR 2,327 Billion at the end
of June 2021. This level of the circular debt has seen a continously increasing trend in the recent past. In addition to
circular debt, there are some other issue plaguing the power sector as well. As per 2019-20 data for local distribution
companies (DISCOs), technical and distribution losses for most of the DISCOs in the country stood above 15% in the
2019-2020 year leading to huge financial costs for the country.
The government should pay attention towards these issues and propose efficient solutions after taking the opinion
of all stakeholders involved so that these challenges can be dealt with on a long-term sustainable basis.
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Chapter-4

INDUSTRY
4.1 PAKISTAN INDUSTRIAL SECTOR-AN OVERVIEW

Pakistan was a leader among industrializing countries in the 1960s, however, unlike the East Asian economies, it
failed to take advantage of the window of opportunity created by globalization that gathered momentum in the
70s and beyond. Pakistan’s economy has been characterized by repeated cycles of boom and bust for at least the
last two decades. These business cycles have coincided with the electoral/political cycle, where a new government
faces a balance of payments crisis and has to resort to external funding and a stabilization programme. The injection
of these borrowed reserves is subsequently squandered on consumption and imports, subsidized by an artificially
appreciated exchange rate. In the absence of a concurrent increase in investments and exports, this impetus in
consumption creates a short-term superficial recovery that soon dissipates when the reserves dry out. Figure 1
below shows this trend over the last three decades. With the exception from 2000-2003 where export contributed
towards growth, for all other years the economy grew on the basis of strong consumption, primarily fueled by easy
monetary policies and increasing fiscal deficits1 .

Figure 1: Pakistan’s GDP Growth and it’s drivers 1992-2019 (%)

Source: State Bank of Pakistan2
1

Supporting Key SME Sector’s Integration in Global Value Chain, Muhammad Usman Khan
https://cdpr.org.pk/wp-content/uploads/2020/01/Governor-SBP-presentation-for-Sharing.pdf

2
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The GDP of Pakistan in (2018/19) just before crossed PKR 12.7 trillion at constant prices of 2005-06, however,
dropped to PKR 12.4 trillion in the most recent year due to COVID-19. Just before COVID-19 Pakistan was the 24th
largest country in terms of Purchasing Power Parity (PPP) and 42nd largest economy in terms of nominal GDP. With
a growing young population that has already surpassed 215 million, Pakistan offers a growing market base with
income and consumption levels expected to increase.
Figure 2: GDP of Pakistan, 2011-2019 (PKR bn, constant basic prices of 2005-6)

Source: Pakistan Economic Survey 2018-19, Statistical Annex

In terms of growth, GDP of Pakistan has steadily grown since 2010 at a relatively stable rate showing little volatility;
the coefficient of variation, which shows variations in relation to the mean, was 18.4%. Industrial performance has
been the most variable with a coefficient of variation of 58%, followed by agriculture at 52% and services at 19% 3 .
The trends show stability over the last decade. Industrial and agriculture sector show greater volatility as both face
structures issues that are very different from a gradually eroding services sector that is mostly consumption driven
and has remained at basic level.
Table 1: Sectoral Contribution in GDP (%)
2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 2019-2020 2020-2021
Idustrial Sector

20.45

2.67

20.9

20.77

20.58

19.85

19.19

19.12

1.Mining and Quarrying
2.Manufacturing

2.93
13.58

2.95
13.56

3
13.44

2.83
13.52

2.89
13.51

2.87
13.14

2.64
12.23

2.38
12.79

Large Scale

10.98

10.9

10.74

10.78

10.74

10.25

9.25

9.73

Small Scale

1.66

1.73

1.79

1.84

1.88

2

2.04

2.12

3.Construction

2.34

2.41

2.62

2.72

2.85

2.36

2.5

2.61

Source: Pakistan Economic Survey, Statistical Appendix
------------------------------------------------------------------------------------------------------------------------------------------------3
Data from Pakistan Economic Survey, Government of Pakistan
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Over the recent year the sectoral composition of Pakistan’s economy has been important changes with contribution
to agriculture sector witnessing a decreasing trend and the contribution of the services sector seeing an increasing
trend. The structure of the Pakistan’s economy has changed over the years, with the share of agriculture shrinking
and that of services expanding. The absolute size of Pakistan’s services sector increased from 37 per cent to 61.2 per
cent, while that of manufacturing has reached to only 20.3 per cent from 10 per cent in 1950. Agriculture has lost
almost 35 per cent to services and manufacturing. However, the corresponding cha nge in employment in these
sectors depict that movement from agriculture has been slow, and the employment in services has been relatively
less. This structural and employment change clearly shows that Pakistan has not had a concerted focus on industrial
or manufacturing growth. The lack of serious emphasis on developing a competitive manufacturing base is one of
the major factors contributing to premature de-industrialization and a skewed structural transformation in favour
of the services sector4.

Historical evolution of the Industrial sector in Pakistan

A resulting impact of the lack of industrialization in Pakistan has been the slow erosion of Pakistan’s exports. For the
first twenty years after independence, Pakistan’s growth was the strongest in South Asia on the back of its thriving
exports. However, subsequently, Pakistan’s exports failed to provide a sustained contribution to GDP growth or
to even finance the import needs of a growing economy, exposing the country to repeated spells of balance of
payments challenges. In 1965, Pakistan exported more manufactured goods than Indonesia, Malaysia, Philippines,
Thailand, Vietnam and Turkey, which mainly exported rubber, palm oil and coconuts at the time apart from Turkey.
However, in the following decades it could neither achieve the market share gains made by these economies in
the world markets nor diversify its products to move into higher value-added products. Consequently, in 2017,
Pakistan’s exports of manufactures were USD 16.8 billion compared to Indonesia’s USD 70.7 billion, Malaysia’s USD
145.2 billion, Philippines’ USD55.5 billion, Thailand’s USD 175.8 billion, Bangladesh USD 33.5 billion, Vietnam USD
175.2 billion and Turkey’s USD 120.3 billion. The comparison is a stark contrast that illustrates the poor performance
of Pakistan’s exports in relation to its previous comparator countries and the inadequacy to integrate into GVCs
more favorably. Moreover, in recent years, an over-valued exchange rate coupled with domestic energy shortages
have contributed to falling export competitiveness. Consequently, Pakistan’s exports -to-GDP ratio is by far the
lowest among its competitor countries and economies at similar stages of development indicating the bias against
exports in the incentive system for resource allocation 6. Existing production capacity is under-utilized amid reports
of closure of exporting units. The fluctuations in the export to GDP ratio have largely reflected the changes in the
competitiveness of the sector and exogenous factors like temporary changes in market access for the country’s main
products. 7 As a result, in recent years, from a peak of about 13.2 per cent of GDP in FY2003, the share of Pakistan’s
goods exports in the economy has declined to 7.9 per cent of GDP in FY2018 – the only country in developing Asia
to have experienced such a large decline. 8 The South Asian countries have export to GDP ratios in the range of 11.7
to 15.3 per cent, while export to GDP ratios of high performers in South East Asia are in the range of 33.4 to 44.7 per
cent. 9 The weakness in Pakistan’s export sector is also reflected in its inability to diversify export products over the
last few decades and within each major product group, exports have tended to concentrate in less sophisticated
and lower value-added products.
Another indicator of success of the export sector is that countries export more sophisticated products performing
better in the increasingly competitive global export environment. Pakistan managed to improve its ranking slightly
in terms of export sophistication from 92 out of 124 in 1995 to 82 out of 124 exporting countries in 2016, explained
by increased production of simple manufactured products such as low technology machines, paper, paperboard,
hand tools, medical instruments, chemicals, and synthetic fabrics. But in terms of technological content, Pakistan’s
exports continue to be dominated by low-technology products.10
During FY2020-2021 On the industrial front, there was a significant rebound in economic activity, as Large- Scale
Manufacturing (LSM) gained traction. The industrial sector has witnessed a remarkable turnaround largely because
of accommodative policies by the government in the form of industrial support packages; relief to export -oriented
industries, duty exemption under China-Pak Free Trade Agreement-II, electricity and gas subsidy for the exportoriented industries and tax exemptions for electric vehicles manufacturers. The government’s incentives for the
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construction sector provided the impetus for its allied manufacturing segments. The cement industry has been
given special attention by reduction of Federal Excise Duty to Rs 1.5/kg from Rs 2/kg. A National SME Policy Action
Plan 2020 has been approved to provide much-needed support to SMEs. These measures enabled the resumption
of business activities. The strong growth in the construction and LSM sector is likely to further broaden the recovery
through the spillover effect.11
Industrial sector performance is more dependent on Large-Scale Manufacturing (LSM) as it holds 51 percent share in
Industry whereas LSM is reflected by Quantum Index of Manufacturing (QIM) data. Since July 2020, QIM was posting
significant year on year (YoY) growth (Fig – 1.8). Thus, its growth is built on momentum by capacity utilization,
monetary incentives in the form of low interest rate and other facilitations.
In March and April last year, the international and domestic spread of the COVID-19 virus had depressed industrial
activity, thus QIM index declined MoM by 32.7 percent in March 2020 while in April 2020, it reached to lowest level
of 85.6 showing a YoY decline of 41.6 percent.
In National Accounts, growth of QIM has registered a 9.3 percent growth for FY2021 on the standard methodology
of Pakistan Bureau of Statistics (PBS). Major contributors to this growth are Textile (5.9 percent), Food Beverage &
Tobacco (11.7 percent), Petroleum products (12.7 percent), Pharmaceuticals (12.6 percent), Chemicals (11.7 percent),
Non-Metallic Mineral Products (24.3 percent), Automobiles (23.4 percent) and Fertilizer (5.7 percent). In case of Small
Scale, the government has provided Rs 6.9 billion to support the SMEs. Further, Prime Minister approved National SME
Policy Action Plan 2020 to provide much needed support to SMEs. The plan focuses on access to finance, business
development services, skills & human resource, technology, market access, infrastructure and entrepreneurship.
These efforts made Small Scale sector to grow by 8.3 percent during FY2021. Slaughtering also posted growth
of 3.9 percent. Thus, growth in Manufacturing was recorded 8.7 percent on account of growth in LSM, SMEs and
Slaughtering. The other sector which has shown significant growth was Construction, which recorded a growth of
8.3 percent due to increase in general government spending (36 percent). Further the contribution of this sector is
derived from investment of different construction activities. Mining and Quarrying posted a decline of 6.5 percent
due to decline in production of gas and crude oil by 4.7 and 6.7 percent respectively. Likewise, Electricity and Gas
sub sector shown a negative growth of 23 percent, mainly due to decline in subsidy and increase in intermediate
consumption of WAPDA and Independent Power Producers (IPPs).
A robust manufacturing sector promotes domestic production, exports and generates employment, hence
stimulates the overall growth of an economy. In Pakistan, manufacturing sector contributes 12.79 percent to Gross
Domestic Product (GDP) and the sector employs 16.1 percent of the country’s labor force. Manufacturing sector
consists of three sub-sectors: Large Scale Manufacturing (LSM), Small Scale Manufacturing (SSM) and Slaughtering.
Quantum Index of Manufacturing (QIM) is a measure of LSM performance with 70.33 weight in overall LSM and
derived from the Census of Manufacturing Industries (CMI) 2005-06. Similarly, Small Scale Manufacturing (SSM)
information is also based on the survey conducted in 2006-07. It covers industrial and household units engaged in
manufacturing activity having less than ten employees. While slaughtering sector performance is estimated through
a methodology which measures the value addition in output of the sector. Large Scale Manufacturing (LSM) at
9.73 percent of GDP dominates the overall manufacturing sector, accounting for 76.1 percent of the sectoral share
followed by Small Scale Manufacturing, which accounts for 2.12 percent of total GDP and 16.6 percent sectoral
share. The third component, slaughtering, accounts for 0.94 percent of GDP with 7.4 percent sectoral share.
The Large-Scale Manufacturing (LSM) performance has been much favorable during July-March FY2021 and
witnessed 8.99 percent growth as compared to 5.1 percent decline during the same period last year. The
government’s thoughtful decision to resume the business activities and adoption of smart lockdown boosted the
business sentiments and the economy gained traction after witnessing a hefty decline in FY2020. Targeted fiscal
and monetary incentives accompanied by related support packages helped speed up the economic recovery. Out
of 15 subsectors, nine posted growth during July-March FY2021. Textile and Food Beverages & Tobacco, the top
two sectors of LSM, grew by 5.9 and 11.7 percent, respectively. Coke & Petroleum Products, Non-metallic Mineral
Products, Automobile and Pharmaceuticals also grew by 12.71, 24.31, 23.38 and 12.57 percent, respectively. The
Mining and Quarrying sector declined by 6.49 percent during FY2021, against 8.28 percent contraction last year. This
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sector is lagging behind despite huge potential due to interconnected and cross-cutting issues like poor regulatory
framework, insufficient infrastructure at mines sites, outdated technology installed, semi-skilled labor, low financial
support and lack of marketing. During July-March FY2021, production of major minerals plunged such as Coal,
Natural Gas and Crude Oil declined by 5.97, 4.70 and 6.72 percent, respectively. However, so me minerals witnessed
positive growth during the period under review such as Chromite 28.28 percent, Magnesite 6.17 percent, Rock Salt
5.44 percent and Iron Ore 26.23 percent. 12
Globally 2020 has been undeniably the most turbulent year. The outbreak of the pandemic triggered a widespread
global shut down halting major economic activities that depressed demand and disrupted supply chains.
Manufacturing sector, being not an exception, was one of the hardest-hit segments from COVID-19. Government
had already adopted stabilization measures in FY2019 i.e., contractionary fiscal/monetary policy and market-based
exchange rate, to cure the macroeconomic imbalances in the country.
Nevertheless, external imbalances were eased but with some short-term repercussions, specifically in industrial
sector. However, FY2020 emerged with some positive notes following the stabilization phase. Negative growth
rates were narrowing down. Textile, the highly weighted sector, started inching up along with the improvement in
chemicals and leather sectors. Until February 2020, this nascent recovery kept going.

Figure 3: Exports and Imports of Goods and Services as % of GDP

Source: World Integrated Trade Solution
4 The signing of Pakistan-China FTA in 2007, without negotiating preferential market access for Pakistan’s exports or keeping into consideration the impact of
low priced Chinese products on local industry, is a case in point
5 World Trade Organisation. 2018. International Trade Statistics. Geneva. Assessed on December 12, 2018 from http://data.wto.org/.
6 Supporting Key SME Sector’s Integration in Global Value Chain, Muhammad Usman Khan
7 For example, Pakistan was granted GSP Plus access to the European Union (EU) market for a period of ten years since January 2014. As a result of the duty-free
enhanced market access to EU market under this arrangement, Pakistan’s exports to EU increased from 4.54 billion Euros in 201 3 to 6.69 billion Euros in 2017,
representing an increase of more than 47%.
8 State Bank of Pakistan. 2018. Summary Balance of Payments as per BPM6 – Various Issues. Karachi.
9 World Bank. 2018. World Development Indicators Database. Washington DC
10 ADB 2019, Policy Note on Pakistan Industrial Policy
11
12

Pakistan Economic Survey 2020-2021
Pakistan Economic Survey 2020-2021
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Textile Sector
The garments sector is one of the most important segments of the textile industry, which contributes substantially to
Pakistan’s economy. Pakistan is the 4th largest cotton producer in the world, accounting for about 7% of the world’s
cotton production. The textile industry, as one of the largest industrial sectors in Pakistan, accounts for one-fourth of
industrial value addition. Although the textile value chain consists of several segments, the garments segment has
the highest value addition and is the main revenue earner amongst textile products. In 2018, the garments sector
contributed almost 8.5% to Pakistan’s GDP, employing 40% of the industrial labor force. The garments segment
consists of both knitwear (HS61) and woven (HS62), as shown below in the table.
Table 2: Product Categories
HS Code
HS61
HS62

Description
Apparel and clothing accessories; knitted or crocheted
Apparel and clothing accessories; not knitted or crocheted

Garments exports have increased from 21% of textile exports in 2001 to 42% in 2016 and have experienced the
highest growth within textile export products, with value of exports continuing to rise as shown in the figures
below. Within garments sector, knitted Ready-Made Garments (RMG) exports were valued at $2.86 billion and
woven RMG stood at $2.58 billion in 2018 (UN Comtrade, 2018, https://comtrade.un.org/.), representing 1.49% and
1.32% of world exports in these categories respectively, and ranking Pakistan as the 15th and 16th largest exporter
of knitwear and woven garments in the world.
Figure 4: Value of Exports and Imports for Pakistan

Similarly, the figures below show Pakistan’s top export destinations for garments (HS 61 and HS 62) for 2018. USA is
the top export destination, with knitted RMG exports valued at $1.03 billion and woven RMG stood at $595 million
in 2018 (UN Comtrade).
Figure 5: Pakistan’s Exports Destinations
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Pakistan’s garments industry is mostly clustered in the South (Karachi) and North (Lahore, Sialkot and Faisalabad).
The garments cluster in Lahore specializes in mainly denim products, while Faisalabad is concentrated in hosiery
items or knitwear. On the other hand, Karachi produces denim, woven and knitted garment products, whereas
Sialkot, being more diversified, exports sports and technical wear garments in both knitted and woven categories. It
is important to note that the rest of the garments value chain, including fabric and accessories manufacturing, and
dyeing, is still geographically fragmented15.
The garments industry is concentrated with a few large companies, which are responsible for generating the greatest
proportion of Pakistan’s exports in this sector. Around 10% of the businesses in the garments sector account for 90%
of exports, while the small and medium scale, local firms in this sector only generate minimal export volumes. The
number of companies that export garments during 2018 were around 4,954. These firms generated export revenue
valued at US$4.7 billion under HS code 61 and 62.
In terms of product categories, the larger exporters mostly produce a narrower range of products. Around 6 out
of the 8 largest exporters within the garments sector specialized in individual products, where one specific HS
code accounted for at least 84% of exports. The HS code 620322, which includes men’s or boys’ trousers or related
products, generated over US$10 million as part of garments exports in FY2016/1716.
In addition to this, small and medium-scale enterprises are 90% of the firms in this sector, and their export-oriented
products vary within at least 203 HS codes categories. Exports in HS code 611610, which include gloves, mittens and
mitts, coated or covered with plastics or rubber, are usually covered by these SMEs17. The differences in the products
exported by larger and smaller firms in the garments industry are more evident within the men’s or boys’ cotton
suits, jackets and pants HS code category. Although, it is the largest exported HS code, it only has the fourth leading
output for SMEs.
Furthermore, global demand for several of Pakistan’s more substantial product exports is declining. This is shown in
Figure 6, which charts changes in global demand against changes in Pakistan’s market share for woven products. For
example, demand for men’s suits and jackets (HS 6203), which represents 9% of Pakistan’s total exports, and in which
Pakistan has a global export market share of 4.3%, declined globally at an annual average of 1% between 2014 and
2018. Between 2017 and 2018 the export market for men’s suits and jackets shrank by around USD 2bn.
Similarly, global demand for men’s singlets and briefs is declining at 4%. It is interesting to note that Pakistan’s
export offering for woven RMG seems concentrated in two undesirable quadrants: the bottom right, which shows
product categories that are declining globally but in which Pakistan’s market share is increasing, and top left, which
are growing globally but in which Pakistan’s market share is declining. There is in fact just a single category (men’s
and boys’ coats) which is both growing globally, and in which Pakistan’s market share is also growing. It is clear that
Pakistan will have to reposition its export offering for sustainability in the medium to long run.
15 Readymade Garments Cluster Lahore, Diagnostic Study Report, PSIC&UNIDO
16 Stacey Frederick and Jack Daly, “Pakistan in the Apparel Global Value Chain” (Duke Global Value Chains Center, 2019), pp. 29
17 Frederick and Daly, 29-30
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Figure 6: Growth of national supply and international demand for woven Ready-made Garments,
Pakistan 2018

Note: the size of the bubble is proportional to the size of Pakistan’s export value

The categories to target can also be gleaned from the top two quadrants of the chart. These are the categories
that are expanding globally. Two of these categories are target product categories from the GIFF methodology.
These are HS 6204 (women’s and girls’ suits, jackets and skirts, not knitted or crocheted) and HS 6202 (women’s or
girls’ coats, not knitted or crocheted), both highlighted in orange. Pakistan already has a foothold in women’s suits
and jackets, representing 0.3% of world exports for HS 6204. However, in women’s coats Pakistan exported a mere
USD 3.8mn in 2018. Pakistan can target expanding and improving value addition in HS 6204 and diversification by
attracting new investors in HS 6202.
For knitted and crocheted RMG (HS 61), the growing categories are shown in the table below. In several of these
product categories, Pakistan’s exports have already shown increases in the last five years. It will be important to
consolidate and build on these gains.
Table 3: PAKISTAN Textiles EXPORTS (US$ millions)

Cotton & Cotton
Synthetic Textiles
Sub-Total Textiles
Wool & Woolen
Total Textiles
Total Export
Textile as %age of Export

2020-21

2015-16

2016-17

2017-18

2018-19

2019-20

13139

12168

12205

12964.052

12157.555

11031.952

330.584

287.894

187.587

297.809

314.768

269.204

13469.584

12455.89

12392.59

13261.861

12472.32

11301.156

119.448

97.68

78.506

67.265

54.211

54.322

13589.032

12553.57

12471.09

13329.126

12526.53

11355.478

23667.3

20786.5

20422.236

22979.325

21393.86

18687.537

57.41

60.39

61.06

58

58.55

60.76

(Jul-Mar)

Source: Textile Commissioner’s Organization

Table 4: PAKISTAN Clothing Sector
Production
Mill Sector

62

July-March 2020-21
786,042

July-March 2019-20
763,115

% Change
3.0
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Non Mill Sector
Total
Cotton Cloth Exports
Quantity (M.SqMtr)
Value(M.USS$)

6,103,958
6,890,000

5,925,060
6,688,175

3.02
3.02

875.51
1419.18

2003.23
1547.38

-56.30
-8.28

Source: Pakistan Economic Survey 2020-2021

Table 5: Exports of Textile Made ups
Hosiery Knitwear
Quantity(M.Doz)
Value(M.US$)
Readymade Garments
Quantity(M.Doz)
Value(M.US$)
Towels
Quantity (M Kgs)
Value (M.US$)
Tents/Canvas
Quantity (M Kgs)
Value (M.US$)
Bed Wears
Quantity (000 MT)
Value (M.US$)
Other Made-Ups
Value (M.US$)

(July-March) 2020-21

(July-March) 2019-20

% Change

126.67
2780.88

87.34
2299.80

45.03
20.92

27.68
2268.56

43.21
2170.34

-35.94
4.53

159.02
692.11

144.40
592.37

10.12
16.84

32.66
89.15

30.21
72.21

8.09
23.46

343.47
2052.26

338.65
1761.65

1.43
16.50

565.49

492.36
14.85
Source: Pakistan Economic Survey 2020-2021

4.2 Key Industrial Sectors of Pakistan
SURGICAL SECTOR

The surgical sector or as mostly refer to is the surgical cluster is based in and around the city of Sialkot, located in
northern Punjab. There is no well document reason for the emergence of this cluster in Sialkot, expect that Sialkot
is known as the city of doctors. A stronger argument for the sector to be in Sialkot in the prevalence of main vendor
industry that started growth from an older sector of daggers and hunting knives based in the nearby town of
Wazirabad. As of today, Sialkot is known as the hub for surgical sector and provides for over 99% of the countries
production.13
Although, a formal statistic is not available but the Surgical Association estimates that close to 3,600 manufacturing
units operate in the city. These units produce close to 100-130 million units a year despite having an estimated
installed capacity of almost twice that amount. The sector’s invested capital is in the region of PKR 12 billion and it
provides direct employment to 100,000 – 150,000 workers and indirect employment to over 350,000 workers.
In terms of instruments, the sector produce over 10,000 different types of products, out of which 60% are disposable
instruments and the remaining 40% are reusable experts. The current diversity of exports include electromedical
instruments, micro surgery instruments, cardiovascular, endoscope, gynecological, ENT, respiratory Aid, orthopedic
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instruments, anesthesia products, hospital furniture, dental instruments, veterinary instruments, beauty care and
beauty salon instruments. Around 95% of the production is exported. The exports from the sector have hovered
around US$ 350 million to under US$ 400 million per year (HS Code 9018). Moreover, as shown in Figure 1 below,
Pakistan’s export concentration is only in HS9018: instruments for all other categories under HS90 Pakistan are net
importer, but not in large quantitates. Also the positioning of the bubble show that world demand for HS9018 is
growing, however, growth in Pakistan has been fairly stagnant.
Figure 7: Growth of national and international demand for products exported by Pakistan in 2019

Figure 8: Prospects for market diversification for a product exported by Pakistan in 2019
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Figure 4 provides the key countries where Pakistan is currently exporting its surgical instruments. However, a large
number of yellow bubbles shows that Pakistan is not growing its market share in these countries as rapidly as other
competitors are as Pakistan’s export growth in these countries is less that partners import growth from rest of the
world. Currently the major imports of surgical instruments from Pakistan as follows;
- USA (27%)
- Germany (13.6%),
- UK (9.2%)
- China (5.7%).
The global market has an estimated demand in excess of US$370B which is likely to increase beyond the COVID-19
shock. Pakistan’s current share out of this huge demand is less the 0.1% despite with a production history date
before independence.
Pakistan enjoys over 95% of the market share in HS9018, however, as shown in Figure 1, it has limited to no standing
in the remaining categories of the related products under the HS90 code. As shown in figure 3 the medical device
GVC is intensely complex. Pakistan only operates at the periphery of the GVC. Most of the production is focused
on surgical instruments and disposables, moving back in chain Pakistan are mostly concentrated in precision metal
works and a bit in prototype development.

4.3 Recommendations for upgrading Pakistan’s Export in the Surgical Sector

- Focus and R&D

There needs to be and increased focus on R&D by undertaking various measures such as setting up an university
or a center of excellence equipped with latest technology, competent HR and clear objectives to develop high
end surgical products. However, for the short to medium term solution, stronger collaboration needs to be forged
between the cluster companies and engineering universities / research institutions to uplift innovation support
system in the cluster.

- Increased emphasis on Marketing
An increased emphasis also needs to be placed on branding and marketing. Interventions related to marketing
& branding can improve the market penetration and diversification for the surgical cluster relieving price war
competition among the cluster companies in the short to medium term.
Through joint marketing strategies and by developing export consortia the cluster companies will improve the trust
level that can further open up new opportunities for collaboration and growth. Through such intervention, once the
institutional capacities on marketing and branding have been developed, the process can be replicated creating
snowball rolling effect.

- Improving Labour Force Skill levels
The government needs to design a strategy in collaboration with existing TVETs in Sialkot and potential areas
assessing needs of the cluster in terms of supply and demand for the surgical related technical traits. In addition,
cluster companies will have to adopt improved technologies and provide better working conditions in compliance
to the CSR principles along with better remunerations to attract the workforce.

- Improving Labor Productivity
Thereisthedireneedandurgencytocreateawarenessamongtheclustercompaniesonproductivityandperformance
management system. Productivity improvement intervention in a network of companies from surgical cluster,
using comprehensive evaluation and selection criteria, needs to be implemented. Personnel from the stakeholders
of relevance as well as BDSPs should be involved to develop their capacities on productivity improvement
approaches and to ensure the sustainability of this intervention after completion of the project duration. As a result
of implementation of productivity improvement intervention, the before-after impact of project can be measured
using certain Key Performance Indicators at enterprise and network level. The public private stakeholders can be
supported in dissemination of these success stories at sector and national level.
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4.4 PAKISTAN’S POSITION IN THE GLOBAL TRADE ARENA
Table 6: Pakistan’s Top 10 Exports
S.#

Item

1
2
3
4
5
6
8
9
10

TOTAL
Made-up textiles, Worn clothing & textiles
Apparel & Clothing (knitted or crocheted)
Cotton
Apparel & Clothing (not knitted or crocheted)
Cereals
Leather products
Salt, sulphur, plastering materials, lime and cement
Edible fruit and nuts
Surgical instruments & related products

2018
Value ($'000)
23,778,621
4,076,838
2,878,652
3,520,871
2,599,885
2,340,176
664,543
451,296
431,395
407,611

2019
Value ($'000)
23,818,817
4,070,644
3,028,781
3,252,069
2,814,503
2,375,641
634,279
434,474
398,771
454,177

2020
Value ($'000)
22,237,163
4,275,962
3,062,767
2,642,547
2,625,257
2,117,199
583,423
423,035
418,597
380,510

2018
Value ($'000)
60,391,133
17,217,925
4,312,180
6,266,631

2019
Value ($'000)
50,134,812
14,408,237
4,266,075
4,725,411

2020
Value ($'000)
45,775,135
10,313,085
4,551,025
4,070,176

3,687,376
2,132,110
2,497,985
2,769,162
2,608,854
1,248,466
1,472,775

3,100,415
1,935,981
2,215,763
2,364,241
1,468,958
833,234
1,222,432

3,153,762
2,247,619
2,167,691
2,129,269
1,441,614
1,392,682
1,280,699

Table 7: Pakistan’s Top 10 Imports
S.#

Item

1
2
3

TOTAL
Fuels, oils & related products
Electrical machinery and equipment
Machinery, mechanical appliances, boilers & parts
thereof

4
5
6
7
8
9
10

Iron and steel
Edible oils, fats, related products
Plastics and articles thereof
Organic chemicals
Vehicles, parts and accessories thereof
Cotton
Oil seeds, miscellaneous grains, seeds and fruit

4.5 PROPOSED SPECIAL ECONOMIC ZONES (SEZs) UNDER CPEC

Keeping in view the importance of SEZs in boosting economic growth and the extensive experience of china in
this domain, the development of SEZs in different regions of Pakistan has been made a key element of the CPEC
projects portfolio. The CPEC provides the most important opportunity for development of the domestic industry.
Through joint ventures with chines industries, Pakistan can chived rapid growth in technology intensive and high
value edition industrial sector by benefiting from Chines technical expertise. The government can play a vital role in
this regard by facilitating joint ventures between Chinese and Pakistani industries, and providing special incentive
for technology transfer the various CPEC 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 SEZs will be developed throughout the country including 9SEZs to be developed on
a propriety bases, with at least one in each province.
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These SEZ will provide multiple incentives for attracting inverters 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
The government of Pakistan are introduce Special Economic Zone act 2012 which attempts to encourage domestic
and international inverters for setting up industrial infrastructure in the country with focus on export promotion,
import substitution, transfer of technology and employment generation.
Table 8: Development of SEZ under CPEC
S#
Name of SEZ
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
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
As per the Pakistan Economic Survey (2020-21), the Act allows the Federal Government and Provincial Governments
to establish SEZs on their own or in collaboration with private parties under various modes of collaboration including
Public-Private Partnership or exclusively through private parties. Furthermore, in order to encourage investment in
SEZs the act also provides for various financial benefits for the enterprises setting up their businesses in SEZs and
the investors in these initiatives.
Prior to the initiation of work on CPEC, the development of SEZs in Pakistan was quite limited with only 7 SEZs in
existence in the country. However, this changed with the introduction of CPEC and the accompanying vision for
long-term industrial growth and cooperation. The Board of Investment (BOI) has given approval for 22 SEZs as of yet,
which include some SEZs being developed under CPEC.

Incentives available under SEZs

The SEZs being set up under the supervision of the BOI provide a number of incentives for zone developers as well
as for the constituent enterprises. The key incentives are summarized as follows:

Incentives for Developers:
•
•

One time exemption from all custom duties and taxes on plant and machinery imported into Pakistan for the
development, operation and maintenance of the SEZ
Exemption from all taxes on income accruable in relation to the development and operation of the SEZ for a
period of five years, starting from the date of signing of the Development Agreement

Incentives for Enterprises:
•
•

One time exemption from all custom duties and taxes on imports of plant and machinery into the SEZ for
installation therein;
Exemption from all taxes on income for a period of ten years to units starting production by 30 June 2020 and
five years for those doing so after 30th June 2020.

General Incentives:
•
•

Gas, electricity and other utilities will be provided at the zero-point of the Zones
Captive power generation permissible to Developers of the Zones
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4.6 RECOMMENDATIONS-BENEFITS FOR INDUSTRIAL SECTOR UNDER CPEC

Pakistan has the potential to achieve high rates of economic growth, given its geographical location and abounding
natural and human resources. The country has seen phases of rapid growth in the past, but has been unable to
sustain them owing to inappropriate policy measures. In order to achieve sustainable growth in the future it is
important to introduce policy measures that promote diversification, innovation, and inclusiveness while addressing
the constraints that have hindered sustainable growth in the past Institutions and the system of governance at both
the federal and provincial levels should be strengthened to create an environment of political stability and security
that will help in improving the confidence of domestic and foreign investors while eliminating any uncertainties
and confusions regarding the future of the economy. Strong and efficient institutions include the presence of an
efficient tax regime, high levels of trust between different sectors of the economy, low levels of corruption, and
environmental regulation and compliance.

Source: Board of Investment (BOI)

The government needs to formulate a special policy for encouraging the adoption of new technology in the
manufacturing sector, 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. Industrial compliance measures should
be introduced to prevent the use of inefficient and outdated machinery in domestic industrial units, which reduce
productivity and output quality while driving the cost of production upwards.
• The collaboration envisaged under CPEC provides a golden opportunity for the industrial sector of Pakistan, to
achieve technological improvement and improve its global competitiveness. The government should encourage
joint ventures between Chinese and Pakistani industries, and provide special incentives for technology transfer
to ensure the setting up of state-of-the-art industrial units in the various special economic zones (SEZs) being
developed under CPEC.
• Promoting product diversification and trade liberalization is vital for increasing national exports, which will
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help in lowering the country’ ever-increasing trade deficit. While the textiles and clothing sector has historically
been the primary contributor to national exports, it is important to focus on other sectors as well with products
have a higher degree of value addition and economic complexity. The government should promote the setting
up of new industrial units in the sectors of electronics, automobiles, machinery and parts, IT related products,
and other high-tech sectors. Within the textiles and clothing sector, emphasis needs to be increased on value added textiles and clothing articles rather than continuing to export raw cotton and cotton yarn. This proposed
product diversification together with policies to promote trade liberalization will help in putting an end to the
continuous declining trend in national exports and reducing the country’s trade deficit, which will in turn help
to ease pressure on the balance of payments.
• A special emphasis needs to be placed by the government on the IT sector which has the potential of earning
significant exports revenue for the country, while providing gainful employment to the country’s labor force.
A comprehensive strategy needs to be developed and implemented nationwide which addresses all relevant
factors required for the growth of the IT sector including skills development of the youth, development of
incubation centers & accelerators, provision of funding & advice to technology start-ups, improving ease of
doing business, setting up special technology zones (STZs), & provide tax incentives for the IT sector.
• There is a dire need for introducing policies that encourage and stimulate innovation at both the public and
the private sector levels. A national innovation framework needs to be designed for the creation and sharing
of knowledge between different sectors of the economy. The implementation of such a framework is vital for
finding solutions for many important problems being faced by the economy including low productivity and
competitiveness, high cost of doing business, low investment, high unemployment etc. and can turn out to be
a true ‘game changer’ for the country’s economy.
• 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 internat ional
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 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.
• An environmental regulation framework also needs to be introduced, to safeguard the natural environment of
the country from public and private activities that have the potential to negatively impact the environment.
Such a policy is vital for the conservation of natural resources and protection against climate change, global
warming, and water scarcity.
CPEC indeed has the potential of being a ‘game changer’ for Pakistan’s economy, however, the realization of this
potential is subject to the designing and implementation of comprehensive policies, in consultation with all key
stakeholders, to achieve growth and development in all sectors of the economy. China, which once had a per
capita income much lower than that of Pakistan, is today far ahead than Pakistan in all economic fronts including
agriculture, industrial manufacturing, academics and research, innovation and technology, and human capital
development. Through the strong linkage provided by CPEC, Pakistan can learn from Chinese experiences in all
industrial sectors, to solve the numerous issues being faced by key sectors of Pakistan’s economy. The government
should work on creating a conducive environment for the initiation of joint development projects between public
and private organization of Pakistan in all sectors, and their counterparts in China with an emphasis on developing
a culture of continuous improvement and achieving growth that is both sustainable and inclusive.
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Chapter -5

AGRICULTURE
Pakistan’s total area is 796,095 km2, about 22 million are cultivated and 8.3 million are non-cultivated land. Pakistan
blessed with natural resources and covered many ecological and climatic zones. The major natural resources of
Pakistan are arable land and water. According to Federal Bureau of Statistic 2020-2021, this sector supports three
quarters of country’s population, employs 65-70% of labor force, and provides a huge share of foreign exchange
earnings. Pakistan is a diverse country in its geography and wildlife. Climate alters from northern arid high
desert 5000 meter altitude to southern coastal sub-tropical. Pakistan is semi-industrialized economy with well
integrated agricultural sector. Only 21.2 million hectares are cultivated from total area of 79.6 million hectares.
Cropped area forms 23.8 million hectares and forests constitute 4.21 million hectares. Almost 80% of cultivated
area is irrigated. The country has world’s biggest adjoining irrigation system. Pakistan is one of the largest producers
of wheat, sugarcane, mango, dates, oranges and rice in the world.

5.1 Agriculture in Pakistan-An Overview
Agriculture is a fundamental part of Pakistan’s economy plays a crucial role in the economies of developing
countries like Pakistan. Agriculture constitutes the largest sector of our economy. More than 65-70 % of population,
directly or indirectly, dependent on this sector. It contributes about 19.2 percent of Gross Domestic Product (GDP)
and provides employment to around 38.5 % of the labor force. Agricultural growth rate has been affected due to
shrinkage of arable land, water shortages, climate change, and large-scale population and labor shift from rural
to urban areas. Increase in agricultural productivity, therefore, requires adoption of new approaches. With strong
forward and backward linkages with the secondary (industrial) and tertiary (services) sectors, it can play a pivotal
role to speed up economic growth. However, this sector has remained prone to several challenges like climate
change, variance in temperature, water shortage, and changes in pattern of precipitation along with increase in
input price half of employed labor force but still is the largest source of foreign exchange earnings. It feeds wh ole
rural and urban population. Realizing its importance, planners and policy makers are always keen to have reliable
area and production statistics of agricultural crops well in time. Policy makers primarily need accurate and timely
statistics for the important crops such as wheat, cotton, rice, sugarcane, maize etc. However, in recent years, due
to persistent hikes in the prices of essential commodities like pulses, onions, potatoes, chilies and tomatoes these
crops have also gained in economic importance.

Agribusiness in Pakistan:
Agriculture is an important sector in which our modes of life and business innovativeness combine together. It has
manifold roles in the economy of any nation and these roles including food security, poverty reduction, industrial
revolution and economic growth especially in developing countries. Agriculture is that where basic and economic
reproductions intertwine with each other. The significance of agriculture can be seen in economic sector from three
perspectives,
1. Provision of food to nation and filaments for domestic industry
2. Means of foreign exchange earnings
3. To provide goods and services in domestic industries and international market

Performance of Agriculture in a Glance (2020-21):
Pakistan has two cropping seasons. “Kharif”, the first sowing season, which starts from April to June and is harvested
from October to December. This season crop cycle mainly consists of rice, sugarcane, cotton, maize, moong, mash,
bajra and jowar. “Rabi”, being the second season, sowing begins from October to December and is harvested
from April to May. It comprises mainly of wheat, gram, lentil (masoor), tobacco, rapeseed, barley and mustard.
The agriculture sector’s performance during 2020-21 broadly stands encouraging as it grows by 2.77 percent against
the target of 2.8 percent. The growth of important crops (wheat, rice, sugarcane, maize and cotton) during the
year is 4.65 percent.
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Source: Dawn, (2021)

The production of major Kharif crops (2020), such as sugarcane, maize and rice indicated considerable improvement
compared to last year and surpassed the production targets. The production of sugarcane increased by 22.0 percent
to 81.009 million tonnes from 66.380 million tonnes, rice by 13.6 percent to 8.419 million tonnes from 7.414 million
tonnes and maize by 7.4 percent to 8.465 million tonnes from 7.883 million tonnes. However, the cotton crop
suffered mainly due to decline in area sown, heavy monsoon rains and pest attacks. The cotton pr oduction reduced
by 22.8 percent, to 7.064 million bales from 9.148 million bales last year. Wheat, the most important crop of “Rabi”,
showed a growth of 8.1 percent and reached record high production level of 27.293 million tonnes compared
to 25.248 million tonnes last year. The wheat cultivation area increased to 9.178 million hectares prompted by
record domestic prices and official programmes promoting wheat production. For the Rabi crops 2020-21,
the government provided a comprehensive “Rabi Package” comprising of subsidies on fertilizer, fungicides and
weedicides, together with an increase in the Minimum Support Price (MSP) of wheat to Rs 1,800 per 40 Kg. Other
crops, having a share of 11.69 per cent in agriculture value addition and 2.24 percent in GDP, showed growth of
1.41 percent because of increase in production of fodder, vegetables and fruits. Cotton ginning declined by 15.58
percent due to fall in production of cotton crop. The overall crops sector, having a share of 35.81 percent in agriculture
value addition and 6.87 percent in GDP witnessed a growth of 2.47 percent due to increase in growth of important
crops by 4.65 percent. This was largely due to sufficient availability of agricultural inputs (water, subsidized fertilizers,
certified seeds, pesticides and agriculture credit).
Table 1: Agricultural Growth (Per cent)
FY-2015
FY-2016
FY-2017
FY-2018
FY-2019
FY-2020
FY-2021(P)
Sector
Agriculture
2.13
0.15
2.18
4.00
0.56
3.31
2.77
1.Crops
0.6
-5.27
1.22
4.69
-4.96
5.54
2.47
Important Crops
-1.62
-5.86
2.60
3.56
-7.9
5.24
4.65
Other Crops
2.51
0.40
-2.51
6.26
2.60
8.08
1.41
Cotton Ginning
7.24
-22.12
5.58
8.80
-12.74
-4.82
-15.58
2.Livestock
3.99
3.36
2.99
3.70
3.82
2.10
3.06
3.Forestry
-12.45
14.31
-2.33
2.38
7.28
3.60
1.42
4. Fishing
5.75
3.25
1.23
1.62
0.80
0.60
0.73
P: Provincial

Source: Pakistan Bureau of Statistics, GOP, (2021)
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Livestock having a share of 60.07 percent in agriculture and 11.53 percent in GDP achieved a growth of 3.06 percent.
The fishing sector, with a share of 2.01 percent in agriculture value addition and 0.39 percent in GDP, grew by 0.73
percent, while forestry sector having share of 2.10 percent in agriculture and 0.40 percent in GDP grew by 1.42

Major Agricultural Crop – An Overview:
The important crops contribute 22.49 percent to value addition in agriculture sector and 4.32 per cent to GDP. Other
crops account for 11.69 percent in value addition of agriculture sector and 2.24 percent in GDP. The production of
important crops is given in Table below.

Source: Global Village Space, (2021)

Table 2: Production trend of major agricultural crops:
Year
Cotton (000
Rice
bales)
2011-12
13595
6160
2012-13
13031
5536
2013-14
12769
6798
2014-15
13960
7003
2015-16
9917
6801
2016-17
10671
6849
2017-18
11946
7450
2018-19
9861
7202
2019-20
9148
7414
2020-21 (P)
7064
8419
P: Provincial

Wheat

(000 Tonnes)
Maize

Sugarcane

23473
24211
25979
25086
25633
26674
25076
24349
25248
27293

4338
4220
4944
4937
5271
6134
5902
6826
7883
8465

58398
65750
67460
62826
65482
75482
83333
67174
66380
81009

Source: Pakistan Bureau of Statistics (2021)

1. COTTON
Cotton crop stands vital in agriculture as well as textile sector of the economy. It contributes around 0.6 percent
to GDP and 3.1 per cent of the value added in agriculture. Cotton crop faces multiple challenges and competes
with other crops especially sugarcane. International prices also play a role. Being an export oriented raw material
of textile industries, maintaining prices at levels competitive with the international market while ensuring due
profitability of growers has been a great challenge for policy makers.
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During (2020-21), the crop was cultivated on 2,079 thousand hectares, reflecting a contraction of 17.4 percent
as compared to last year’s sown area of 2,517 thousand hectares. Production declined by 22.8 percent. Declining
cultivated area has reduced production as the crop has lost its competitiveness relative to other major crop
particular sugarcane.
Below map of Pakistan showing cotton-growing locations. Connectors indicate districts sampled and doughnut
charts show the proportion of genetic group abundances in non-cotton (inner chart) and cotton (outer chart) hosts
based on the 3’-COI fragment. Of the three locations studied, Lahore was the only locality where the three B. tabaci
Asia II mitotype groups were found.
Figure 1: Cotton producing districts in Pakistan

Source: Textile Network (2021)
Source: The Express Tribune (2021)

Cotton Outlook in Pakistan:
According to data tracked by CCFGroup, as of the end of May, the cotton planting areas in Pakistan reached 1.72
million hectares, a year-on-year decrease of 17.3%, about 76.5% of the target areas. The planting areas in Punjab
were 1.26 million hectares, down 14% year on year, about 78.3% of the target areas, and that in Sindh were 0.46
million hectares, down 25.2% year on year, about 71.9% of the target areas. The planting progress is obviously slow.
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Figure 2: Rainfall in the major Cotton Producing of Pakistan (2020-21)

Source: CCFGroup.COM (2021)

Due to the sharp decline in Pakistani cotton production and the strong demand for cotton, the cotton imports of
Pakistan have been relatively high this season. Until the outbreak of pandemic in India spreads to Pakistan, the lockdown measures during the Eid holiday led to the obvious fall of cotton imports.

Figure 3: Cotton Import of Pakistan (2020-21)
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Global Cotton Outlook:
As the world economy recovers from the severe 2020 downturn, global cotton consumption is expected to grow by
4.1 per cent in 2021-22 season, substantially above the long-term average rate of 1.7 per cent, according to the US
department of agriculture (USDA). This will be the second consecutive year when world consumption will exceed
production.

Figure 4: Estimated World Cotton Statistics of Pakistan (2022)
(Production, Consumption, and Prices)

Source: USDA, (2021)

World cotton stocks are expected to reduce by 3.2 million bales, according to the initial world and US cotton outlook
for the 2021-22 season released by USDA in February at the Agricultural Outlook Forum.
Meanwhile, world cotton production is expected to rise 4.7 per cent with the most significant year-over-year growth
in Pakistan, Australia, Brazil, the United States, and West Africa, the Foreign Agricultural Service (FAS) of the USDA
said in its March 2021 report ‘Cotton: World Markets and Trade’.
Currently, new cotton crop planting progress is slow which is affected by the dry weather and other crops, while
demand for imported cotton is strong. The local cotton supply shortage may continue, and cotton prices are likely
to be easy to rise but hard to decline.

2. SUGARCANE

Sugarcane is a high value cash crop of Pakistan and is of great significance for sugar related industries, second
largest agro-industry sector after textile. Its production accounts for 3.4 percent in agriculture’s value addition
and 0.7 percent in GDP. During 2020-21, the crop was cultivated on 1,165 thousand hectares, an increase of 12.0
percent compared to last year’s sown area of 1,040 thousand hectares. Production increased by 22.0 per cent
to 81.009 million tonnes against 66.380 million last year. The crop experienced a significant increase in area under
cultivation and yield. It was mainly due to favorable weather conditions, better management, timely availability of
quality inputs and higher economic returns. The area, production and yield of sugarcane during the last ten years
are given in Table .1
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Sugarcane Outlook in Pakistan:
Pakistan’s MY 2021/22 sugar production is forecast at 6.8 million metric tons (MMT), up 14 percent from the current
year’s revised estimate, due to significant increases in area and sugarcane yields. Sugar consumption for the same
year is forecast at 5.9 MMT, three percent higher than last year’s estimates and exports are forecast at 800,000
tons. MY 2020/21imports are estimated at 350,000 tons mainly to control rising prices and build up supplies. To
facilitate the availability of sugar to end users the government has eliminated all duties on sugar imports. Sugar
prices increased 21 percent since last year due to tight supplies in the market. Instability in sugar availability for
end users and sugar prices is expected to continue mainly due to government pricing and management policies
influencing the decisions of sugar producers to distribute product. Ending stocks are projected at 2.4 MMT.

Figure 5: Sugarcane Production (000 metric tonnes-TMT) in Pakistan

Based on (3-years average*) (2015-2018) provincial data

795 TMT

795-2000 TMT

2000-6000 TMT

6000-14000 TMT

Table 3: Sugarcane Statistics in Pakistan:
Province
Punjab
Sindh
KPK
Balochistan
Total

Area (‘000’ Hectares)
2019/20
2020/21
670
784
265
280
102
110
1
1
1,038
1,175

2021/22
845
310
114
1
1,270

Production (‘000’ Tons)
2019/20
2020/21
44,115
51,778
17,222
17,865
5,716
5,810
47
47
67,100
75,500

2021/22
57,152
19,800
6,150
78
83,150

Source: MNFSR, PSMA and FAS/Islamabad, GOP, (2021)

3. RICE
Rice is an important food as well as cash crop. It is the second main staple food crop after wheat and the second
major exportable commodity after cotton. It contributes 3.5 per cent of value added in agriculture and 0.7 per
cent in GDP. Rice production comprises of basmati (fine) and coarse types. During the last few years, production
of coarse types is increasing. During 2020-21, the crop was cultivated on 3,335 thousand hectares, reflecting an
increase 9.9 per cent as compared to last year’s sown area of 3,034 thousand hectares. The current year witnessed
a record production growth of 13.6 percent to 8.419 million tonnes against 7.414 million tonnes last year. This was
essentially due to rising unit prices and higher demand for the country’s rice in export markets. The area, production
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and yield of rice during the last five years are shown in figure.

Source: Business Recorder (2020)

4. WHEAT
Wheat is Pakistan’s main staple crop and, therefore, essential for the food security of the country. It accounts for 9.2
percent of the value added in agriculture and 1.8 percent of the GDP. Self-sufficiency in wheat has been a core
objective of every government. During 2020-21, area under cultivation increased by 4.2 per cent to 9,178 thousand
hectares over last year’s sown area of 8,805 thousand hectares. Wheat crop recorded historic high production
of 27.293 million tonnes showing an increase of 8.1 percent over 25.248 million tonnes production of last year.
This was primarily due to the increase in cultivated area, along with the shift of policies towards supporting wheat
crop through increase in MSP for the crop. The MSP in 2020-21 increased from Rs 1,400 to Rs 1,800 per 40 Kg, a 29
percent hike.

Source: MNFSR, GOP, (2021)
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5. MAIZE
Maize is the third important cereal crop of Pakistan after wheat and rice. It contributes 3.4 percent to the value added
in agriculture and 0.6 percent to GDP. Maize is cultivated as a multipurpose crop for food, feed and fodder. While
human consumption is declining, its utilization in feed and wet milling industry is growing at a fast pace. During
2020-21, maize was cultivated on an area of 1,418 thousand hectares reflecting an increase of 1.0 percent over
last year’s 1,404 thousand hectares. Its production increased by 7.4 percent to 8.465 million tonnes compared
to last year’s production of 7.883 million tonnes. The production increase was largely due to increase in area,
availability of improved variety of seed, and better economic returns.

6. OIL SEEDS

During FY2021 (July-March), 2.917 million tonnes of edible oil of value Rs 574.199 billion (US$ 3.419 billion) was
imported. Local production of edible oil during this period is provisionally estimated at 0.374 million tonnes. Total
availability of edible oil from all sources is estimated at 3.291 million tonnes.
For promotion of oilseed crops, PODB, Ministry of National Food Security & Research (MNFS&R) is executing a
mega project “National Oilseed Enhancement Programme” with a total cost of Rs 10.964 billion under the
National Agriculture Emergency Programme. Under this programme, a subsidy of Rs 5,000 per acre for seed/inputs
for canola, sunflower and sesame and 50 percent on purchase of oilseed machineries is being provided to oilseed
growers.
With the interventions of consistent Govt. policy, proper produce price in lieu of production cost and improvement
of procurement system, the edible oil situation can be improved further. As a future strategy, the surplus area of
wheat and sugarcane can be brought under oilseeds cultivation. There exists possibility of enhancing production
up to 41.55% (1.478 m. tones) of the domestic needs using additional area availability in Punjab. Similar efforts
in other provinces may improve the situation even better than the estimations. Moreover, Canola, Sunflower and
Sesame crops are the potential oilseed crops to overcome the current edible oil situation in the country. A working
group comprising members from Ministry of National Food Security & Research, Provincial Agriculture Ministries,
All Pakistan Solvent Extractors Association, Agriculture Universities, Oilseed Growers, Farmers Associations, Member
Parliament and other Oilseeds stakeholders be established by the federal government to monitor the oilseeds sector
and frame oilseeds policy considering latest trends in oilseeds scenario. Joint efforts of all oilseeds stakehol ders will
make it possible through motivation of farmers, provision of quality seed, dissemination of appropriate production
technology, provision of machinery on subsidized rates and the assurance of procurement with reasonable price to
achieve destination of self-sufficiency.

5.2 Govt. Initiatives to Strengthen the Agriculture
1. Prime Minister’s Agriculture Emergency Programme:

The government has introduced “Prime Minister’s Agriculture Emergency Programme” for the next 5 years. The
programme aims to increase agricultural productivity, value addition, reduce dependence on imports and improve
lives of farming community. This will also ensure food security in the country and increase the hard-earned
income of the farmers. The development of agriculture sector will further provide stimulus to agro-based industries
and overall growth of the economy. Blessed with the fertile land and hard working farmer community we can
enhance the agricultural productivity to ensure smooth supply of food.

2. Agriculture Transformation Plan

Ministry of National Food Security and Research presented an action plan before Prime Minister for transformation
of agriculture sector in the country. Under this plan provinces will work on re-tweaking of machinery given under
National Agriculture Emergency Projects (NAEP) on wheat, rice, sugarcane, and oilseeds for maximum distribution
of implements among farming community on these aspects included:
• Design of intervention and pre-qualification mechanism,
• Additional implements (Improve Mechanization),
• Subsidy mechanism to be aligned with Kissan Card,
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• Service providers to be registered,
• Unique implement ID
This approved action plan with specific timeline for interventions, yield gaps and particular issues of the sector to
be resolved through first and second generation. These interventions comprise of action to be taken by Federal and
Provincial Governments. The details are as under:

A. First Generation Interventions Plan (Bridging the yield gap)
The targeted sectors are,
• Seed sector reforms,
• Input provision,
• Digital subsidy mechanism,
• Improve mechanization, Water efficiency,
• Revamping extension services,
• Access to credit,

B.
•
•
•
•
•
•
•
•
•

•
•
•
•
•
•

Post-harvest storage,
Restructuring research institutes,
Cotton revival,
Olive deepening,
Genetic improvement in livestock,
Fisheries

Second Generation Interventions:

It’s an inclined on horizontal expansion which included,
International Cooperation,
Value Chain Development,
Clusters (Fruit & Vegetables),
Perishable produce,
Crop Zoning,
Land Consolidation,
Organic farming,
Adaption and self-discovery,
Sub-montane agriculture

Conclusion:

Agriculture sector has a strong linkage with food security and growth of other sectors of economy. The present
government has assigned high priority to growth of agriculture sector on sustainable basis and is implementing
the most appropriate policies to achieve the desired outcome. The government’s Rabi/Kharif packages for growth
of agriculture will further improve its output and trickle down to farmers. The emphasis is on the use of quality seed,
and modern technologies to ameliorate agriculture outlook and food security.

Source: Dawn, (2020)
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5.3 Pakistan’s Agricultural Exports:
Pakistan’s share in the world market has been increased for sugar; however, the growth of world imports has been
declining. For rice, Pakistan’s share has been stagnant (Figure 4). Pakistan has an increasing market share of fruits s in
an internationally growing market for Citrus. Whereas, share for Guavas, mangoes and mango and dates is declining.
Pakistan exports rice, cotton, fish, fruits (especially Oranges and Mangoes), and vegetables and imports vegetable
oil, wheat, pulses and consumer foods. The country is Asia’s largest camel market, second-largest apricot and ghee
market and third-largest cotton, onion and milk market.

Source: USDA-FAS Global Agricultural Trade System (GAT)-WTO, (2020-21)

5.4 China’s Agricultural Trade:
China’s agricultural trade has grown rapidly, particularly since its market liberalization leading up to the World Trade
Organization. China’s chief agricultural exports consist of labor-intensive horticultural products shipped mainly to
regional markets, while imports are limited to a small number of commodities, including soybeans, vegetable oils,
poultry, cotton, and hides and skins. Chinese consumption patterns are changing because of urbanization, rising
incomes, and the importance of food safety and quality to consumers.

1. Factors affecting Chinas’ Consumption:

Increasing population, expanding urbanization, rise of income and expenditures, fluctuated Food prices,
Consumption patterns, non-food consumption. China is a major global producer of agricultural products, especially
fruits, vegetables, rice, cotton, and pork. Overall, China is largely self-sufficient, with the exception of a few key
commodities which it imports. Government support for China’s farm sector has grown significantly since last two
decades when, in an important shift in economic policy, the government began supporting agriculture instead
of taxing the sector to support industrial development. Most government programs for agriculture fall into four
categories: direct payments, price support programs, agricultural infrastructure projects, and regulatory reforms
(e.g., food safety and standards).
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Estimated China’s Population is Growing while its growth rate falls

Source: OECD, OECD Factbook, (2010)

Source: GlobalEDGE, (2020-21)

Several factors of production such as low labor costs and government support enhance the competitiveness of
Chinese agricultural products, while other factors such as its land tenure system and its fragmented transportation
and cold storage infrastructure weaken its competitiveness. Many of these agricultural competitive factors are
illustrated in case studies of China’s fresh apple, pork, processed foods, and wheat sectors.
With a population of over 1.3 billion, Chinese economy has shown remarkable economic growth in the past three
decades with an increase in consumer incomes, consumption and urbanization. The total worth of demanded food
has reached 1 trillion USD in last decade with an expected increase of more 500 billion USD in the coming 10
years. The rising incomes have changed the food consumption patterns. China’s food imports are increasing at an
average rate of 15% per annum since 2009. China has become world’s largest importer of agricultural products after
surpassing US in 2012. Sales of packaged food have also quadrupled.
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Therefore, China offers a huge market of imported food products. The largest share in imports is of soybeans and
oils followed by cotton, wool and fibers. The leading exporters of agricultural products to China include USA, Brazil
and Australia, followed by Canada, New Zealand and Argentina. During 2017-18, USA occupied the first place and
accounted almost 24% of China’s imports in agriculture. The imports include soybeans and oilseeds, cotton, meat,
cereal grains and hides. Brazil is the second largest exporting country constituting almost 20% of China’s agricultural
imports, followed by Australia. These countries have tremendously increased exports to China capitalizing on China’s
increasing demand for quantity and variety of agricultural products.

Source: National Bureau of Statistics of China, (2020-21)

2. Chinese leading Agricultural Imports:

Source: WITS, (2020-21)

Meanwhile, rising population and a gradual shift towards consumption, fueled in part by growing incomes, have
amplified dependence on food imports for China.
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Source: GTIS, Global Trade Atlas Database, and ITC, (2020-21)

Source: GTIS, Global Trade Atlas Database, (2020-21)
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Source: ITC, (2020-21)

Prospects for Divercification of Suppliers for Live animals imported by China (2020)

Source: ITC, (2020-21)
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Source: GTIS, Global Trade Atlas Database, (2020-21)

Source: ITC, (2020-21)
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Source: ITC, (2020-21)

Source: GTIS, Global Trade Atlas Database, (2020-21)
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5.5 CPEC and Agribusiness opportunities for Pakistan
1. Pak-China’s Trade-An Overview:
Among the overall trade, Pakistan’s export of agriculture and agro-processed products is to China is nearly around
400 million USD which are mainly concentrated in a few products including cereals, beverages, edible fruit and nut,
lac gums and residue of food industry. The raw agricultural products constitute major portion of total exports to
China, while value-added processed items are less. Pakistan exports to China are in two of its top three imported
agriculture and agro-processed product categories. However, the percentage of Pakistan’s exports in total imports of
China is nominal. Despite of, Pakistan sharing a border with China, exports are low, which represents an underutilized
opportunity as Pakistan has an edge over countries like the USA and Australia in terms of transport costs and travel
times.

Pakistan Exports to China (2009-2020)

Source: Trade Economics, (2020-21)

Source: WITS, (2020-21)
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2. Significance of Agriculture within CPEC:

China initially developed a long-term plan for CPEC on behalf of Chinese government, laying out proposed details of
the initiative for various areas of cooperation and investment, including agriculture. The main areas of collaboration
in agricultural development and poverty alleviation are aimed at strengthening and upgrading of agricultural
infrastructure adjoining the route of CPEC.

Pak-China Joint-Venture in Mechanization-A Way forward

Initially, as a part of CPEC, technical exchange through joint-venture and cooperation in fields such as crop seed
reproduction, livestock and poultry breeding, breeding and production technology, agricultural products processing,
animal & plant epidemic prevention & control, mechanization demonstration and ICT-enabled agriculture will be
strengthened. Cooperation between Pakistan and China also need collaborative work to improve water storage
and irrigation mechanism, flood management, develop rangeland & deserts and strengthen remote sensing
technologies. To develop breeding and plantation, agricultural practices will be modernized along the corridor
by guiding farmers regarding agricultural mechanization and optimum scale production and encouraging use of
improved varieties to improve productivity. An agricultural mechanization demonstration will be provided to the
farmers and a leasing center will be constructed in Punjab to promote drip irrigation under plastic film and other
water-saving agricultural techniques. Protected cultivation for the development of facility agriculture will also be
encouraged.

1. Post-harvest Management

There is a need to improve post-harvest handling, storage and transportation of agricultural products will be
improved, and innovation of advanced marketing and sales models has also been proposed. In order to improve
agricultural practices, production of agriculture inputs particularly pesticides, fertilizer, machinery will be enhanced
and support services including agriculture education and research will be provided to the farmers to ease adoption
of better-quality inputs. Collaboration in horticulture, fisheries and livestock medicines and vaccines is also one of
the key areas covered in long term plan (IGC Report, 2018).
Post-harvest agricultural practices, including storage, transportation and agricultural processing will also be
enhanced. Warehousing and logistics facilities in Islamabad and Lahore will be strengthened to form a warehousing
and logistics network system connecting cities and covering the area along the CPEC.

2. Value Chain Development

In particular, within agriculture, China aims to develop different stages of the value-chain. A set of steps will be
taken in order to improve pre-harvest agricultural practices.

3. Livestock Sector

It has been planned to establish a plant and animal disease prevention and control system in Faisalabad and Lahore
to reinforce R&D in view of the current cotton leaf roll virus and other plant viral diseases (IGC Report, 2018).

4. Agricultural Processing
To develop agricultural processing capacity, modern agricultural product processing equipment and facilities will
be provided to the processing units. It is also proposed to develop agricultural industry cluster around Islamabad
and Lahore to create a processing base meeting international standards. These measures will help overcome some
of the existing bottlenecks and upgrade post-harvest handling and processing of agriculture (IGC Report, 2018).

Trade Development through CPEC:
It is decided that CPEC will be free trade zone so trade will be promoted in between the two countries. For Pakistan,
high income through exports can only be collected from the exportation of value-added products.
The major areas of collaboration for the development of Agriculture includes;
1. Strengthening and up gradation of agricultural infrastructure.
2. Construction of water resources and water saving modern agricultural demonstration zones.
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3. Technical exchange and cooperation in fields such as crop seed production, livestock and poultry breeding,
livestock production technology, agricultural products processing, animal and plant health systems,
mechanization and ICT.
4. Improvisation of Post-harvest handling, storage and transportation practices.
5. Innovation for better agri. marketing and robust sales models.
6. Betterment of the input sector (seeds, fertilizers, pesticides and machinery).
7. More cooperation in education and research.
8. Collaboration in horticulture, fisheries and veterinary medicine.
9. The development and improvement of different stages of the value chains including storage, transportation
and processing.
10. Formation of logistics and warehousing facilities to form a network.
11. Provision of modern processing facilities.
12. Formation of agricultural industry clusters (SE/IZ’s and SEPZ’s) to meet the international standards to address the
existing bottle necks, up gradation and development of agribusinesses.

The dimensions of China’s interest and the main issue:
China is a big country with more than 1.38 Billion population and the nation keeps the main issue to cope up
with food demand. To deal with the increasing population and demand, China is importing costly food from US,
Brazil, Australia and the other countries resulting in China’s greater interest in Pakistani agriculture to produce food
for Chinese on low cost. The Chinese interest can have both positive and negative dimensions. The Positive is the
expectation of more investments in the agricultural economy of Pakistan. Whereas, the Negative dimension deals
with the review and revisiting of agricultural policy and systems in Pakistan to help farmers what to grow and how
to grow? (Specification and Specialization).

The Assessment of Resources:

It is identified that both the nations have strong potential for symbiotic bi lateral trade relationship on the basis of
following assessment of resources.
• The low-cost production resources are the advantage for the Chinese investors. Whereas, Pakistan can benefit
from technological joint-venture.
• Pakistan has abundance of labor force available at cheap rates which when employed can produce cost
competitive products. Whereas, China can have access to cheap human resource to work along this project.
• The Chinese products have greater demand in Pakistani markets thus can lead to have a spur in Chinese exports.
• Pak-China Joint venture in technology, Pakistan can modernize its production processes.

Pak-China Estimated Population (2050)

Source: Youlin Magazine, (2017)
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Successful Pilot Chili project under Pak-China alliance:

A pilot project was planned on 100 acers on Chili commodity, under Pak-China partnership under market-oriented
contract farming schemes. The chili contract farming project was launched with the joint efforts of the China Embassy
in Pakistan, Ministry of National Food Security and Research, China-Pakistan Economic Corridor Authority, ChinaPakistan Agricultural Cooperation and Exchange Centre and the agriculture related companies from both countries.

Competitive Factors Affecting Agricultural Trade under CPEC:
Below table explore the competitiveness of China-Pakistan agricultural production. As a general matter, none of
these factors exist in isolation. China’s arable land size per capita, average farm size, cropland per agricultural worker
is below than the Pakistan, due to large population of China. While the fam labor wages per day is high than the
Pakistan, which is significantly impacts lower the cost of production.
Table 4: China and Pakistan Agricultural Indicators:
S.No
Indicator
China
Pakistan
1
Arable Land (hectares per capita)
0.1
0.14
2
Average farm size (hectares)
0.6
2.26
3
Wages per day of on-farm labor
8-14$
3-5 $
4
Cropland per agricultural worker (hectares)
0.4
3.42
5
Annual per capita renewable water resources (m3)
2138
1187
6
Percent of harvested land irrigated
47
50.51
7
Tractors per 100 square km of arable land
146.7
145.03
8
Cereal’s yield (kg per hectare)
5535
3124
Sources: USDA-NASS (National Agricultural Statistics Service), The World Banks, World Development indicators, USDA-ERS (Economic Research Services), FAO,
(2010-2020)

Mapping the Opportunity Canvas for Agricultural Sector of Pakistan:

China represents a large opportunity for Pakistani agricultural products, which is currently underutilized.
Opportunities for other agricultural commodities are also existing in the context of CPEC like for Guavas, mangoes,
Sugar & Sugar confectionary and Vegetables. The govt. and research agencies should focus China’s major imports
and other exportable/growing commodity sectors, including live animals (sheep, goat), hides and skins, olive, sugar
confectionary etc.) Currently, we will explore only opportunities for rice and citrus will be discussed.

1. Basmati Rice (The True Pride of Pakistan)

Pakistan is in the top five exporters of rice in the world as its rice exports around 5.3% of the global rice exports. The
trend of rice exports of Pakistan is increasing since last 10 years. A threefold increase has been observed and the exports
have reached 800 million USD. The major varieties grown in Pakistan include Basmati, Long grain, IRRI 6 and extra-long.
The basmati variety is famous for its aroma and receives higher price in the international market. Pakistan’s exports of
non-basmati rice were far more than the basmati rice in quantity but were less in value. An increase of 1% per annum is
observed in Pakistan’s exports of rice to China which are mainly associated with basmati rice exports to China.

Sources: REAP, (2020)
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Pakistan overall rice export plunged by 10 per cent in quantity to 1.824 million tonnes and 6.74pc in value to $963m
in July-Dec 2020-21 versus the same period in the last fiscal year. Out of total exports, the share of Pakistani basmati
exports plunged by 38pc in quantity to 265,672 tonnes and 31pc in value to $262m while non-basmati exports fell
by 3pc in quantity to 1.558m tonnes and 7.45pc in value to $700m in 1HFY21 as compared to the same period last
fiscal year.

Major Rice Consumption Nations

Sources: USDA, (2019)

Among all the exporting destinations, China is exist in leading export market for Pakistan’s rice, having a share of
around 9% in Pakistan’s total rice exports. Pakistan has potential to increase its exports to China and can capture a
larger share of Chinese rice market.

Bottle necks
China does not grant any tariff concession as all categories of rice (HS1006) are part of category 5 in its offer list and
are not part of Pak-China FTA resulting in no preferential tariff is applicable to Pakistan’s exports of rice. The tariff
rates decided for ASEAN countries under the China-ASEAN FTA are much less than those decided for Pakistan-China
FTA, which creates a disadvantage for Pakistan’s rice exports. Pakistan’s success in Chinese markets so far is based
proposed factors.
1. IRRI-6 is exported to China as there is preference for hybrid rice varieties in China
2. Exports allowed to China after approval of Phyto sanitary (SPS) standards of rice
3. EU declared, Basmati as “joint heritage” for India and Pakistan.

Basmati is a “joint heritage” for India and Pakistan.
From Karachi to Kolkata, basmati is a staple in everyday diets across southern Asia. It is eaten alongside spicy meat
and vegetable curries, and is the star of the endlessly varied biryani dishes featured at weddings and celebrations
across both countries.
India has applied for an exclusive trademark that would grant it sole ownership of the basmati title in the European
Union, setting off a dispute that could deal a major blow to Pakistan’s position in a vital export market. Pakistan
immediately opposed India’s move to gain Protected Geographical Indication (PGI) from the European Commission.
In-fact, India is the largest rice exporter in the world, netting $6.8 billion in annual earnings, with Pakistan in fourth
position at $2.2 billion, according to UN figures. The two countries are the only global exporters of basmati.
Pakistan has expanded basmati exports to the EU over the past three years, taking advantage of India’s difficulties
meeting stricter European pesticide standards. It now fills two-thirds of the region’s approximately 300,000-ton
annual demand, according to the European Commission. EU is a very important market, we have to maintains
Pakistani basmati, which are more organic and better in quality. Finally, European Commission declared, Basmati as
“joint heritage” and are common to India and Pakistan.
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The Solution to overcome Constraints:

To become more competitive there is a need to promote usage and provision of subsidy on modern machinery
such as transplanters, research and development support, provision of finance to increase productivity. Along with
it, Pakistani rice needs better marketing and branding efforts in order to expand its market share in China. For
preferential tariff, there is a need to revisit FTA for a better tariff as Pakistan currently has no concessions under the
FTA, and does not compare favorably with China’s other trade partners. Above all, there is a need to have integration
and information sharing with in all the players of rice value chain.

3. Fruits (Citrus, Mango, Guavas and Avocado)

Pakistan’s total exports of fruits to world are around 500 million USD. The main exports include citrus (fresh or dried),
dates and guavas, mangoes and mangosteens. Citrus holds around 45% share of the fruit exports of Pakistan to the
world. Pakistan’s top 10 export partners for citrus in 2020 are 370 million tonnes. Pakistan’s export markets for citrus
are well diversified. Afghanistan is the most salient export destination followed by Russian Federation and UAE.
China is not one of the export markets for Pakistan’s citrus. Pakistan exports a nominal quantity of citrus to China,
and has greater potential to expand its share in high demanding Chinese markets. China’s top import partners, on
the other hand, are South Africa followed by Australia and USA. Despite of having geographical proximity, Pakistan
is not one of the top import partners of China for citrus in 2020. Pakistan has zero tariffs under the Pak-China FTA;
however, the import of citrus from other countries to China surpass China’s imports from Pakistan by a large margin.
Tariffs is not a problem for Pakistan to have access in Chinese citrus markets. There is also a discrepancy between the
variety of citrus demanded thus making it unable to reach the high-end citrus market.

Sources: Trend Economy, (2020)

The avocado is one of the fastest-growing fruits in China. In 2010, China imported only 2 tons of avocado. By 2017,
the number had increased to 32.14 kilotons, with an increase of about 16 thousand times in seven years. In 2018,
China imported the largest number of avocados, reaching 43.86 kilotons, with an import value of USD 133.38 million.
Then it has slightly decreased in 2019 and 2020.

Bottle necks
Access to China is one of the major problems facing the export of kinnow from Pakistan. The competitiveness of
Pakistani citrus is low in Chinese markets due to intense competition from domestic and other international players.
The Quarantine requirements also pose a challenge in export of citrus to China and require cold treatment. The
main issue to tap this potential market is because of failure to follow the required export standards and Phyto
sanitary requirements. It is also expressed that Conventional farming is still utilized in Pakistan resulting in lower
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productivity. There is a need to have aggressive marketing campaign for a limited demand of seeded kinnow in
Chinese markets. Proper post-harvest management and efficient logistics is also required.

4. Fruits and Fruits Preparations:
Exporting fruit in processed form offers several advantages over exporting fresh fruit. Firstly, it is a growing market
globally. Secondly, it reduces wastage as product utilization and shelf life increases substantially. Thirdly, it is easier
to meet the SPS requirements of processed food relative to fresh fruit. Finally, it generates greater revenue as it is a
value-added product. This is particularly important for B grade fruit, which might not meet the appearance and size
requirements to fetch high prices when sold as fresh fruit.

5. Vegetables

Pakistan exports a variety of vegetables to the world. Total exports of Pakistan in vegetables are worth around US$
234 million. The largest export category in vegetables is of fresh or dried potatoes. These constitute more than
50% of vegetable exports. The second highest exports are formed by onion, shallots, garlic and leeks, which have
better share in total vegetable exports to the world. Pakistan’s has a diversified market for vegetable exports. The
top market for Pakistan’s exports is to the regional partner Afghanistan, which accounts for around 50% of total
vegetable exports. This is followed by UAE, which accounts for 14% of Pakistan’s exports. The third largest market is
Sri Lanka, which constitutes around 10% of total vegetable exports to the world.

Sources: Trend Economy, (2020)

ESTABLISHMENT OF WORLD LEVEL ICT-BASED COMMODITY
EXCHANGE CORPORATIONS UNDER CPEC: A WAY FORWARD

Pakistan is an agricultural country with fertile land resources, suitable climate and outstanding demographic
dividend. World level ICT-based Commodity exchange corporations on Agricultural Commodities (Citrus, Guava,
Apple, Mango, Avocado, Chilies, Capsicum, sugar & sugar confectionary, olives, etc.) will be beneficial for both of
the economies. Development of CPEC and promotion of agri-sector will provide excellent opportunities for bilateral
trade. Furthermore promotion in agriculture is quite feasible by introduction of latest mechanised system for
boost up of production as is being done at world level. Pakistan Mercantile Exchange (PMEX) which is the already
commodity Exchange of Pakistan working quite effective on chillies commodity. The PMEX can strenghthen the
trade relationships with Chinese commodity exchanges by cross listing commodity contracts of PMEX at the Chinese
exchanges and vice versa. Through strengthen the institutional capacity of the PMEX in the areas of rule making,
surveillance, inspection and enforcement. Furthermore, institutional infrastructure and systems that are critical to
transparent efficient functioning of the market; and, institutionalize the commodity futures market related stateof-the-art knowledge and skills.
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Proposed Outcomes of World level ICET-based Commodity Exchange Corporations
under CPEC:
•

Agricultural commodity prices will be stabalized in domestic markets by reducing risk and increasing the
international trade statistics;
The quality of the pcommodities will be improved which will promote value-addition because the market
imposes grades and standards to asses the global trade;
The accessibility potential buyers to the local farmers and traders which will in turn reduce their dependency
on the intermediaries and bringing efficiency in the local market structure;
Documentation of the economy and availability of reliable trade data in real time to the concerned authorities;

•
•
•

Recommendations: Commodity Exchanges under CPEC:
Agriculture sector could contribute an important theme of CPEC whereby an effective cooperation strategy
between Pakistan and China can prove to be greatly beneficial for both countries. The strategy must be based on
the following.
1. Exchange of Germplasm: Germplasm is a living genetic resources such as seeds or tissues that are maintained
for the purpose of animal and plant breeding, preservation, and other research uses. So, there must be
exchange of ‘germplasm’ as an area of cooperation between China-Pakistan under CPEC, which will provide an
opportunity to develop high yielding varieties for cotton, fruit, hybrid rice and wheat by our research centers.”
2. Building of Agricultural Vocational Institutes: There is a need of building vocational and technical agriculture
institutions for training of domestic small farmers and other agri-food processing stakeholders.
3. Meat and Meat Products: China is one of largest markets in the world for export of meat and meat products
but Pakistan has no access to Chinese market due to the problem of foot-and-mouth disease (FMD). The FMD is
an infectious and fatal viral disease that affects cloven-hoofed animals. We need to minimize the said infection
in the domestic livestock animals and boost the exports to China.
4. Innovation in Crop Sciences/ Crop Divercifications: Strengthened the R&D through different domestic
(universities, R&D institutes, etc.) as global players (BASF, Bayer Crop Science, Corteva, FMC, Syngenta) in Crop
Science. These companies have potential the boost the industry and have access to digital/robotics, farming
technologies (diagnostics, analysis, precision application, digital farm management systems and robotics,
including drones and ground robots) and implementing them in global farming methodologies. Furthermore,
Innovation is the creation of value from knowledge, promote new product directions/replace the high value
crops Such as, Iimprovisation of the value chain competitiveness through allocation of specific fund to undertake
all such intervention.
5. Promote Biologicals farming Practices: (bio fertilizer, biopesticides, bio-stimulants, etc.) to grow organic
fruits and vegetables;
6. Addressing Farmers’ Illiteracy: The automation, mechanization and general advancement desired under
CPEC is a challenge due to prevailing low literacy rate amongst local farmers
7. Farmers Financial Requirments: Easy availability of small financing/loans for inputs, techonological adoption,
mechnization. In order to increase the exports of Rice to China, The government must provide time limited
subsidies and encourage the use of modern machinery. To expand the market share better marketing and
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branding efforts must be made. Preferential tariff must be allowed for Pakistan to let it benefit from the CPEC.
8. Promote Cooperative Farming: The vast majority of farmers in Pakistan have land units that are fragmented
and are below 12.5 acres, which makes it difficult to generate economies of scale that would justify the use of
mechanization and sophisticated cropping patterns.
9. Management of Water Resources: To establish new dams, water reserviors to improve existing irrigaion
system and monitoring the distribution channels, Issue of water availability is to be addressed in order to
inhibit the adverse impacts of climate change (Issues such as limited storage ca pacity, trans-boundary disputes.
Additionally, the vulnerable water supply is being threatened by rising demand due to a planned increase in
industrial activity, rising population, and urbanization efforts associated with the CPEC.
10. Establish Storage Houses in Production areas: The fruits and vegetbles are persihable in nature, establish
specific storage houses in crop production areas equipped with modern technology to reduce the post-harvest
percent (avegrage 30-35%) and linked with International trade organization to explore export potential markets.
For Citrus, along with the development of seedless varieties with fewer seeds there is also need to cater to
Chinese and international markets, and meet the aesthetic requirements for export of citrus.
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Chapter-6

GWADAR
The development of Gwadar as a major port-city of Pakistan is one of the main areas of the collaboration envisaged
under CPEC. Due to its geographical location and features, Gwadar has immense potential for the development of a
modern port-city and shipping hub & it is seen by many experts to be a key node of China’s OBOR vision, acting as
a bridge between the land-based economic belt & the maritime silk route.

6.1 Brief history of Gwadar:

Gwadar remained under Omani rule for more than 150 years before 1958 when it became a part of Pakistan. There
was a continuous struggle between the Sultan of Oman and the Khan of Kalat for control over Gwadar. The British
Empire helped the Sultan of Oman in keeping Gwadar under his possession after gaining permissions to use the
area. Gwadar served as the headquarters of a British Assistant Political Agent from 1863 to 1879. The Sultan of Oman
retained his sovereign control over the territory up till 1958.
Makran joined Pakistan in 1958 and was made a district. The territory of Gwadar was not included in Makran at that
time and remained under Omani rule. On 8 September 1958, the Gwadar enclave was purchased by Pakistan from
Oman for a total of US$ 3 million (equivalent to US$1.1 billion in 2015 dollars).
The Gwadar area had been identified by Pakistan as a potential seaport site since 1954. The government of Pakistan
involved the US Geological Survey to carry out a survey of the coastline in 1954 to identify the potential of developing
a seaport over there. Construction work on Phase 1 of the sea port at Gwadar was initiated in 2002 and completed
in 2006. The Gwadar port was then leased to China in 2015 for a period of more than 40 years. The next phase of
the development of the sea port is currently being carried out under CPEC by the China Overseas Ports Holding
Company (COPHC). The port currently has 3 multi-purpose berths which are projected to increase to 100 berths by
2045.

6.2 Gwadar port expansion plan

The Gwadar port is expected to develop into a major deep-sea port. Through the joint collaboration of Pakistan &
China, the development work at the port is taking place at a rapid phase, with the overall development planned in
3 phases. The expected phase-wise development of the port is summarized as follows:
Available Berths
Phase I – 3 berths by 2006
Phase II – 75 berths by 2029
Phase III – 150 berths by 2049
-

Annual Cargo Capacity
Phase I – 11 million tonnes
Phase II – 200 million tonnes
Phase III – 400 million tonnes

-

Ship Types
Phase I – Bulk carriers of 30,000 DWT & Container Panamax vessels of 52,000 DWT
Phase II – 200,000 DWT, Neopanamax vessels
Phase III – 400,000+ DWT

6.3 Gwadar port projects included in CPEC
S#
1
2
3
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Project Name
Gwadar East-Bay Expressway
New Gwadar International Airport
Construction of Breakwaters

Estimated Cost (US$ M)
168
230
123
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4
5
6
7
8

Dredging of berthing areas & channels
Development of Free Zone
Pak China Friendship Hospital
Pak-China Technical and Vocational Institute at Gwadar
Gwadar Smart Port City Master Plan

27
32
100
10
4

Source: www.obortunity.org
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